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Cooperative Stores Ltd., 
Vlaltair (Visakhapatnam) 

2. G.R.LakshmipathY Chetty 
and Sons, General Mer-
chants and News Agents, 
Newpet, Chandragiri, 
Chittoor District. 

ASSAM 

~, Western Book Depot, Pan 
Bazar, Gauhati. 

PIR.AR 
4. Amar Kitab Gq. PQat 

Box 78. Diagonal RQI!d. 
J,nulledpur. 

GUJARAT 

S. Vijay Stores, Station Road, 
Anand. 
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7. MIl. Prabhu Boot SerYice. 
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10. The International Boot 
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94 

7 

63 

14 
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House, Girigaum Road. 
BombaY-2. B.R.~ 

MYSORE 

16. MIs. PeQpl~ Boot House, 
Qpp. Japnmohan Palace. 
I4Ysore.l. 

RAJASTHAN 
17. Information Centre, 

Government of Rajasthan. 
Tripoli, Jaipur City, 

UTTAR PRADBSH 

lB. Swastit Industrial Worb, 
'9, Holi Street, Meem. 
City. 

19. Law Boot Company. 
Sardar Patel Marc. AllaM-
bad-I, 

waST BENGAL 

2'). Granthaloka, "I, Ambia 
M.ookherjee Road. Heigh&-
ria, 24 Pagan .. 

21. VI. Newman &: Company 
Ltd., 3, Old Court House 
Street, Calcutta. 

22. Fi@la K.J... Mukhopadhyay 
611A, Banchharam Atrur 
l,.ane, CalCUtta-12. 

23. MI •• Mukherj! !;loot House, 
8-B,Dufi.aae,Calcutta-6. 
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No. 

30 

, 

16 

38 
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INTRODUCTION .. -",,- ........... ~~ 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this Ninety-Eightk 
Report on action taken by Government on the recommendations of 
the Committee contained in their 90th Report (Fifth Lok Sabha) 
on Chapter III of the Report of the Comptroller and Auditor Gene-
ral of India for the year 1970-71, Union Government (CinI) , Be-
Tenue Receipts relating to Union Excise Dutiew. 

2. On the 20th May. 1973 an iAetion Taken' Sub-Committee wu 
appointed to scrutinise the replies received from Government in 
pursuance of the recommendations made by the Committee In thar 
earlier Reports. The Sub-Committee was constituted with th& 
following Members: 

Shri H. N. Mukerjee-Ccm~ 

2. Shri Sunder La} 

3. Shri BiswanarayanShastri 

•. 8hrl M. Anandam 

~. Shri Naval Kishore 

6. 8hri H. M. Patel 

3. The Action Taken Sub-Committee of the Public Aeeounts 
Committee (1973-74) considered and adopted this Report at their 
sitting held on the 8th January. 1974. The Report was ftnally adop-
ted by the Public Accounts Committee on the 31st January, 1974. 

•. For facility of reference the main conclusions"recommendations 
af the Committee have been printed in thick type in the body of 
the Report. A statement showing the summary of the main recom-
mendations/observations of the Committee is appended to the Re-
port. 'I It 

..... J 
.:,~ (v) 



(vi) 

5. The Committee place on record their appreciation of the assis-
tance rendered to them in thi'S matter by the Comptroller and Audi-
tor General of India. 

NEW DELHI; 
Februa~y 4, 197~ 
Magha 15, 1895 (S). 

JYOTIRMOY BOSU, 
Chairman., 

Public Accounts Committee. 
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J CHAPTER I 

REPORT 

1.1 This Report of the Committee de~ with action taken by Gov-
<ernment on the recomme~dations contained in their 90th Report 
(Fifth Lok Sabha) on C. & A,G.'s Report for 1970-71, Union Gove1'D-
ment (Civil) .Revenue Receipts relating to Union .Excise which WaJ 
presented to the House on the 27th April, 1973. 

1.2, Action taken notes have been received in respect of all the 
,53 recomme~dations in the Report. 

I.S. The Action taken noteslstatements on the recommendatiollS 
have been categorised under the following hea~:-

(i) RecommendatiOnslobservations which .havebeen accepted 
by Government: 

Sr. Nos. 1, 4, 5, 13, 15, 17, 2Q..-29, 31...-..34, 37-41, 44:-46, 48-
53. 

• 
(ii) Recommendationslobserva.tionS which~he Committee do 

not like to pUTsue in . view of the Teplies of· GoVernment: 

Sr. ~os. 10, 35 and 42. 

(iii) Recommendations I observations in reSpect of which Gov­
eT7iment have furnished interim repUes: 

Sr. No.s. 2, 3, 6-9, 11, 12, 14, 16, 1B, 19,30, 36,.43 and 47. 

1.4. The Committee hope that final replies in regard to those re':' 
commendations to which only interim replies have so far been fur-
nished will be submitted to them expeditiously after getting them 
vetted by Audit. I ., ' 

1.5 The Committee will now deal with the action taken by GoV-
ernment on some of the recommendations. ". 

Self Removal Procedure Wa.Tagraph 1.16, S. NQ. 2.) 

, 1.6 In para 1.16 the Committee made the following qbservations 
about the staff requirements and the need to improve the quality 
and efficiency of staff under Self Removal Procedure: 

"The Committee note that with effect from August, 1969 the 
system of assessment and collection under 'Self Removal 
Procedure' has been extended to all comm(,dities other 
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than unmanufactured tobacco. As a result of the assess-
ment of staff made early in 1969 on the introduction of the 
Self Removal Procedure, 267 posts of inspectors, 352 posts 
of sub-inspectors and 1715 posts of sepoys were consi-
dered surplus in the sanctioned strength. The surplus 
posts of inspectors and sepoys were adjusted against the 
existing deficiencies, while those of the sub-1nspector& 
were adjusted by upgradation to inspectors and abo-
lition of the posts of sub-inspectors. There was ~us 
no reduction in the actual sta1f strength. The cost 
of, collection actually increased from Rs. 12.78 crores in 
1969-70 to Rs. 14.34 crores in 1970-71. The Committee 
have been informed that although the system of physical 
control of units has been abolished, the work has increa· 
led in other directions. The cross checks of accounts of 
raw material consumption' etc. which were not exercised 
under the old Bystem are now required to be made by 
the staff and these checks took considerable time in case 

". 
of bigger units. While the Committee appreciate that 
there is need for qualitative improvement of stat! for va-
rious checks under the new system, they feel that there 
is BCOpe for reduction of staff quantitatively. The Com-
mittee desire that the S.RP. Review Committee which 
has been appointed to review the working of the scheme 
mould go into this question and lay down some norms 
for staft requirements and also suggest measures to im-
prove the quality and e~ciency ot the staff." 

1.7 In an action taken note dated 8th October, 1973, the Ministry 
of Finance (Department of Revenue & Insurance) have 'Stated as 
follows: 

"The observations of the Committee have been retel'-red to 
the S.R.P. Committee and their report is awaited." 

1.8. The Committee would like to be apprised of suggestions made 
by the S.B.P. Review Committee in regard to norms to be adopted 
for determining the staff requirements and measures to be taken 
to increase the .uality and emciency of the stat! as also the action 
taken by Go.vemment on the suggesflons. 

Offences under unmanuflU.'tured Tobacco (Paragraph 1.17, S. N. 3) 

1.9 Drawing attention to the decrease in offences under un-
manufactured tobacco the Committee had made the following obsel'-
"ations in para 1.17 of their 90th Report (Fifth Lok Sabha): 

'~e Committee note that offences under unmanufactured 
'l'obacro have decreased from 17,673 in 1967-68 to 13,5&1 
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in 1970-71. The Committee hope that the Committee a~ 
pointed on tobacco will go into this matter whether this 
fall is due to increase in the efficiency of the Department 
or otherwise." 

1.10. In their reply dated ~lo-19'13, the Department of Revenue 
It Insurance have stated: 

"The observations of the Committee have been referred ~ 
. the Tobacco Export Committee and their report is. 
awatted" 

1.11. The ColDDlittee desire that the findings of the Tobaceo Ex-
port Committee in regard to decrease of offences UDder lIomaoaf.· 
tured G.bacco and the action, if any, taJren by Government may be 
reported to them in d1le course. 

Under-as8e.Bment due to incorrect adoption oj tariff values (Para 
1.63, S. No. 16). 

1.12. In paragraphs 1.58 to 1.64 the Committee dealt with a case 
where tele-communication cables in 'Quads' were erroneously asses-
sed on the basis of tariff value fixed for wires in 'Pairs' resulting in 
under-assessment of Rs. 4.88 lakhs. In Paragraph 1.63 of the ~aid 
Report the Committee had observed as under: 

"The Committee are surprised how in the absence of any 
tariff value fixed for tele-communication cables in 4Quads' 
in the notification issued tt 1964, the assessing officer 
assessed these cables on the basis of the tarift value fixed 
for wires in "PAIRS". instead of assessing it on the basis. 
of wholesale prices under section 4 of the Central Excises 
and Salt Act, 1944. This error remained undetected for 
a long time and resulted in under assessment of duty 
amounting to Rs. 4,88,005 for the period from January, 
1968 to September, 1970. A fresh notification covering 
the cables in "QUADS" was issued in 1970. The Commit-
tee would like to know the result of further examination 
of this matter and action taken against the officers con-
cerned for the failure to make assessment correctly." 

L13. In the action taken note dated 28-1 .. 1974, the Department 
of Revenue and Insurance stated as under: 

"~e matter was further examined in consultation with Diree-
tor of ln8peetion (cUstoms &: Central Excise) who has ex-
pressed the view that there is no scope for initiating any-
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action ~gainst the local assessing officers. However some 
legal issues were raised in the course of such examination 
which are being sorted out with the Ministry of Law. It 
may also be mentioned that the party has gone in appeal 
in the matter of correct classification of the cables and as 
s'Uch this .question of 'Under-assessment is still sub-
judice." . 

1.14. The Committee would await the outcome of the appeal 
~fi.led by the assessee in the matter of correct classification of the 
.·cables. The Committee also desire that the legal issue arising 01lt 
of the case should be examined in consultation with the Ministry 
of Law expeditiQJlSly and the final decision reported to them . 

. Loss 0.1 Reven'Ue d'Ue to delay. in revisi1Lg tariff value (PaTograps 
1.76 and 1.77, S. Nos. 18 & 19) 

1.15. In paragraphs 1.65 to 1.78 the Committee examined a case 
where tariff value of extruded hollow sections .of aluminium in-
cluding pipes and tubes was fixed at Rs. 8,000 per metric tonne in 
January, 1967 without taking into account the price of collapsible 
tUQes whose ,wholesale price in that year was Rs. 45,000 and the un-
conscionable delay in revising the tariff value till January, 1969 
which resulted in loss of revenue amounting to Rs. 1.06 lakhs. While 
suggesting suitable action for such costly lapses the Committee had 
in paragraphs 1.76 and 1.77 of the said Report observed as under: 

"The Committee are unhappy. over the perfunctory manner 
in which tariff value of extruded' hollow sections of alu-
minimum including pipes and tubes was fixed at Rs. 8,000 
per metric tonne in January, 1967. The price of collap-
sible tubes was not at that time taken into account 
as the Economic Adviser who fixed the tariff value did 
not come to know that the wholesale price of collapsible 
tubes was Rs. 45,000 even in 1967. 

There was unconscionable delay in revision of the tariff 
values. Even though the Ministry of Finance pointed 
out to the Economic Adviser in July, 1967 that the tariff 
values were particularly low in the case of collapsible 
tubes, he did not react promptly to the proposal for re-
vision of the tariff values and proceeded in a routine way 
of issuing reminders to Collectors for price data. Sur-
prisingly the copy of a letter dated 1st Dec., 1967 from the 
Collector of Central Excise, Calcutta is stated to have 
been received by him on 9th February, 1968. Although 
>this letter gave the vital information that. the price of 



collapsible tubes was Rs. 40,000 per metric tonne, the Eco-
nomic Adviser did not formulate his proposals for the 
revised tariff value of Rs. 39,500 per metric tonne till 29th 
Nov., 1968. The revised notification was issued on 21st 
January, 1969. It is surprising that even though the Eco-
nomic Adviser came to know from the letter received 
from Calcutta Co11ectorate on 9-2-1962 about the price of 
collapsible tubes being Rs. 40,000 per metric tonne against 
its tariff value of Rs. 8,000 he informed the Board on 25th 
April, 1968 that the increase in the average assessed val-
ues of extruded hollow sections was only 4 per cent. The 
failure in fixing correct tariff value .in January, 1967 and 
delay in revising it has put the Government to a loss of 
revenue amounting to Rs. 1,05,54,381 during the period 21st 
January, 1967 to 20th January, 1969. The Committee de-
sire that suitable action should be taken fQr these costly 
lapses and a report given to them." 

, 1.16. In their action take!} note dated 30-10-1973, the Department 
'Of Revenue and Insurance have stated as under: . . 

. ''The points raised by the Committee are ~der investigatioD. 
in consultation :with the Ministry of Industrial Develop-

, ment." 

1.17. In< view of'appare~t1y ~~o~seio~ah1e delay. ah*y haviDg 
taken:' place, the Committee d,esiie that investigation of the matter 
should ,be completed within three months and suitable a~tioa taken 
'fo~ the various lapses under iptimation to them. . 

Irregular extension of exemption (Paragraph 1.84, S. No. 21) 

1.lS. In paragraph 1.84 the Committee commented upon irregular 
exemption granted on glass shells used in the manufacture of electric -
lighting bulbs and made the following observations:-

"The Committee regret to observe the implication of the in-
structions issued by the Board in April, 1961 vis-a-vis the 
exemption notification of 1st March, 1969 exempting duty 
on glass shells were mi!'l-interpreted by as many as 6 Col-
lectorates resulting in under-assessment of revenue 
amounting io Rs. 39,982 of which an amount of Rs. 25,211 
had become time-barred. Prior to the exemption given 
from 1-3-1969, glass shells and electric bulbs were dutiable 
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under separate tariff items, but according to the executive 
instructions issued in 1961 duty on glass shells was post-
poned to be collected alongwith the duty on bulbs in case 
of the units manufacturing both shells and bulbs in the 
same premises. While the Committee appreciate that 
these instructions aimed at avoidance of inconvenience to-
the composite factories producing both shella and bulbs, 
they feel that such instructions create confusion when 
changes are effected in the excise tariff concerning inter· 
mediate items. The Committee, therefore desire that it' 
should be examined whether similar concession given in 
the case of any other items should not be discontinued and 
avoided in future." 

1.19. In their action taken note dated the October, 1973, the De-
partment of Revenue & Insurance have stated as under : 

"The suggestion of the Committee for discontinuance of simi~ 
1ar concession, if any, in respect of any other item is under 
examination. ~ regards avoidance of a similar eonces-
sion in future, observations of the Committee haVe been 
noted subject to any practical difficulties not coming in the 
way of administration of any particular excise levy.H 

1.Z8. The Committee desire that the examination of their sUg-
gestion for' discoDtiD1UlIICe of coneessioDs tegardiq postponement. 
of assessment of duty in respect of dutiable intermediate items used 
in the manufacture of other goods should be expedited. The Com-
mittee would also like . to be informed about the outcome of : the-
examination. .', 
Retr08pective Exemptions (Para No. 1.92, S. No. U) 

1.21. Commenting upon the continued practice of grant of retro-
spective exemptions, the Committee made the following observations 
in paragraph 1.92 : 

"The Committee note that the practice of making retrospective 
exemptions of duty was resorted to by the Department 
although Govt. have no powers to do so aceording to the 
opinion of the Attorney General, as pointed in paragraph 
1.22 of the ll1th Report (4th Lok Sabha). The Committee 
are not clear how this bas been allowed to hdppen at all 
and would like to be assured that this will not happen in 
the future." 
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1.22. In a note dated 26-10-1973, the Department of Revenue & 
Insurance stated as under:· 

"Observations of the Committee have been noted." 

1.23. As the Government did not enjoy the power to grant exemp-
tion from duty with retrospective effect, the Committee had desired 
to be assured that it would not be resorted to. They would, there-
fore, await a categorical assurance in this regard. 

Incorrect assessment (Para Nos. 1.97-1.98, S. Nos. 25 and 26) 

1.24. In paragraphs 1.97 and 1.98, the Committee had made the 
following observations in connection with incorrect classification of 
shoe fabrics : 

"The Committee are· not satisfied over the routine manner in 
which the assessing officers handled this case resulting in 
under-assessment of duty to the extent of Rs. 1,69,870 
which would have been lost to Government but for the 
matter being raised by Audit. The assessing officer con-
tinued to assess shoe fabric as sheeting under Tariff 
item 19-1(2) at specific rates of duty merely on the 
. basis of the declaration of the factory even after introduc-
tion of ad valorem rate of duty with effect from 1-3-1969 
under item 19-1(1). The Officers did not examine the fab-
ric even after the Board circulated in June, 69' definitions 
of Duck & Csnvas attracting dUty on ad valorem. basis. 
He had &hother occasion to do so when the self removal 

. proeedure was introduced from 1-8-69 under which the 
manufacturers were required to submit classification lists. 
The second variety of the fabric produced from June, 1970 
was also classified as sheeting attraeting a specific rate of 
duty without a chemical test. Such failures on the part of 
the assessing officers merit serious notice. If no discipli-
nary acqon has already been taken in this case, it would 
be done even at this relatively late stage, if only to set an 
example!' 

"The Committee note that according to the report received 
from certain collectorates there were three cases of incor-
rect assessment of fabrics under tariff item 19-1 (2) 
instead of 19-1 (1). The Committee desire that the reports 
from other col1ectorates .should be obtained expeditiously 
and the Committee informed about the outco~e." 
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1.25. In their reply dated 24-10-1973, the Departm,ent of Revenue-
& Insurance have stated as under: 

"The Collector of Central Excise, Madurai has reported that: 
the explanation of the officer responsible for the lapses 
has been called for and suitable disciplinary action will< 
be taken if justified on merits on the case." 

"Reports received from the Collectors of Central Excise re-
veal that apart from the 3 cases relating to Hyderabad & 
Madras Collectorates already reported there were 3 more 
cases of incorrect assessment of fabrics under tariff item' 
19-1(2) instead of 19-1(1) in the Ahmedabad Collectorate. 
Out of the 6 cases amounts due in respect of two cases 
have since been realised; in one case demand has been 
withdrawn and the remaining three cases of Ahmedabad: 
Collector ate are pending with the Appellate Collector 
Bombay, Government of India in Revision Application and 
also in Civil Writ with Gujarat High Court and Govern-
ment of India in Revision Application respectively." 

1.28. The Committee would like to be informed about the aetion' 
taken against the officers responsible for the lapses in assessment of 
shoe fabrics in t'be Mad.rai Collector-ate resulting in underassess-
lDent to the extent o! Ks. 1,69,870. 

1.27. The Committee find that there were six other eases of in-· 
correet aSsesslDent of shoe fabrks in Hyderabad, Madras & Ahmeda-
had Collectorates. The Committee suggest that suitable action-
should he taken against the officers responsible in these eases. 

Incorrect assessment (Para 1.108, S. No. 29) 

1.28. In paragraphs 1.105 to 1.108, the Committee dealt with a 
case where ready mixed oil paint was cleared by weight instead of" 
by volume resulting in loss of revenue. The Committee made the-
following observation in this regard in paragraph 1.108: 

"The Committee are surprised how the Excise Officer allowed 
ready mixed oil paints to be cleared by weight over a-
period of Ii years in disregard of the notification issued" 
by Government that these paints are assessable to duty 
by volume. The explanation for the irregularity that 
lI1ixed paints were sold by weight does not appear satis-
factory. The Committee consider this to be a serious 
enough case to warrant an enquiry and disciplinary actioll< 
if the results of the enquiry calls for it." 
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1.29. In an action taken note dated 24-10-1973, the Department 'or 
Revenue & Insurance stated as under: 

"The Collector of Central Excise, Chandigarh has reported 
that the explanations have been called_ for from the officers 
responsible for the lapses and disciplinary proceedings 
will be initiated if the explanations are not found satis~ 
factory." 

1.3. The Committee are surprised that all that the Government 
have done in the courSe of six months is to call for the explanations 
from the officers responsible for the lapses. They expect that the-
explanations should be obtained forthwith and the action taken on. 
the basis thereof reported to them. 

Application of inC01Tect Tates of duty (PaTa 118, S. No. 32) 

1.31. In paragraphs 1.109 to 1.120 the Committee dealt with seve--· 
ral cases of incorrect assessments which had arisen as a result of mis-
interpretation of a notification relating to set-off of duty on iron and' 
steel products manufactured out of old and re-rollable scrap. The' 
Committee made the following observation in para 1.118: 

"It appears from the reply of Governments that this was a 
case of wrong accounting of old and used re-rollable scrap 
as sami finished products in the raw material account 
by the manufacturer. It should be examined why action 
cannot be taken against the manufacturer under Rule 173 
of the Central Excise Rules." 

1.32. In their action taken note dated 24-10-1973, the Department 
of Revenue & Insurance have stated as follows: 

"The Collector of Central Excise, Poona has intimated that 
penal action has been taken against Mjs Maharashtra 
Steel Industries, J alagaon by imposing a penalty of' 
Rs. 2AJOj- under Rule 173Q and the assessee has paid the 
amount on 28-9-73." 

. 1.33. The Committee note that penal action has been taken 
against the assessee in this case by imposing a penalty of Ks. 200j--
for wroqg accounting of old aD~ used re-l."ollable serap.The Com-
mittee wouW how'eve1' sQggest .ut the Central Bo~. of Excise "-
Customs Ihould ~aDJi ... , w~~~ apeulty ~f Bs. 2OOj- isaclequate· 
for such aD ofterwe ..... , :recard to the p'~visiOns of B~e 173Q of' 
the Central Excise BuIes according to which the assessee .alI be-

) 
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·tia~1e to a penalty not exceeding three times the value of the a.eis-
:able goods or Rs. 5000 whichevel;. is greater. 

Non-Levy of du.ty (Paragraphs 1.134-1.135, S. No. 36-37) 

.1.34. Commenting on non-levy of duty on J.P. 4 fuel allowed for 
'flushing of pipelines within the specified refinery premises under 
:exemption orders as modified in 1969, the Committee made the fol-
ilowing observations in paragraphs 1.134 and 1.135: 

"' .' 

"The Committee understand from the audit paragraph that 
exemption orders as modified in 1969 covered the sp~ 
use of the petroleum products only for flushing tank 
wagons and tank trucks and it did not cover flushing of 
pipes. Since the purpose of issuing exemption orders 
under Rule 8 (2.) is stated to be avoidance of double in-
cidence of duty, it is not clear whether the use of J.P ... 
allowed for flushing of pipes in this case has the necessary 
legal backing, even granting the product was subsequent-
ly reprocessed and cleared on payment of duty. Another 
.point is whether the orders issued in 1967 could be applied 
-to JP-4 used for this purpose in 1966. The Committee 
would like the Board to examine these points." 

""The Committee would like to know the decision taken in the 
case of utilisation of Benzene and Toluene for flushing 
pipes." 

1.35. In their note dated 30-10-1973, the Department of Revenue 
& Insurance has stated as under: 

"The points raised by the Committee are being examined." 

"Benzene and Toluene were utilised by the refinery for the 
purpose of flushing of pipelines and the flushed oil i.e. 
Benzene and Toluene were collected in the 'motor spirit 
tank during the month of February, 1969. No duty was 
paid by the Refinery in respect of Benzene and Toluene 
before utilising for flushing operation because the products 
were not sent back for processing but were taken to the 
bonded tank of motor spirit and were subsequently cl~an-
ed on payment of duty as motor spirit,." . 

1.36. The Committee desire that the Central' Board of Excise " 
~steDls sho1i11 expedite examination of pOints ralSec1. by. them re-
gaMing exemption of petrOleuln product' (JP4) uSUt for flus1ililg 01. 
-pipes ani furnish a report OIl the' outcome o'f sum' eXlllDmatioD.. 

. '. ."' . '. "' '. 
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1.37. The Committee would also like to be informed whether 
GovernmeBt have examined the legality of exempting Benzene and 
Toluene used for flushing of pipes and if sq, what decision has been 
taken. 

irregular utilisation of proforma credit (Para 1.55, S. No. 43) 

1.38. In' paragraphs 1.146-1.152 of their 90th Report (Fifth Lok 
Sabha) the Committee dealt a case where irreaular procedure was 
followed in crediting duty paid on yarn used in the manufacture of 
thread. In this connection the Committee made the following sug-
gestion in para 1.155 of the report. 

"'TIle Committee also desire that the feasibility of levy of some 
differential duty on thread may be examined, for at pre-
sent there appears to be hardly any purpose in assessing 
the thread at the same rate on the basis of counts of basic 
yarn." 

1.39. In their action taken note dated 30-10-1973, the Department 
IOf Revenue & Insurance has stated as under: 

"The observations of the Committee have been noted and will 
be considered at the appropriate time." 

1.40. The Committee suggest that the question of levy of some 
eifferential duty on thread should be examined forthwith. 

2889 LS-2. ~ ~ .. 0"" 



CHAPTER n 
RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN· 

ACCEPTED BY GOVERNMENT 

Recommendation 

DURING THE YEAR 1970-71, the actual collection of Excise 
Duties fell short of the Budget Estimates by Rs. 54.20 crores (2.99 
per cent). The short-fall in receipts was due to lower realisations in 
respect of fertilisers, tyres & tubes and steel products. From the 
figures o·f budget estimates and actual for the years 1969-70, 1970-71 
arid 1971-72, the Committee are concerned to find that in respect of 
fertilizers and Iron & Steel products, the short-falls in actual collec-
tion has become a recurring feature. The short-falls in the actual 
receipts for these two commodities (fertilizers and steel products) 
worked out to-22.5 per cent and 7.5 per cent in 1969-70, 27.5 per 
cent and 10.7 per cent in 1970-71 and 7.6 per cent and 7 per cent in 
1971-72. The Committee desire that the Ministry of Finance should 
take necessary measures to improve the method so that budget 
estimates are framed realistically in future. 

[81. No. I, Para No. 1.5 of Appendix II of 90th Report (5th Lok 
Sabha), 1972-73.} 

Action taken 

Observations of the P.A.C. have been noted. 

[Mlo Finance (Deptt. of R&I.) O.M. No. 2341 17 I 73-CX-7 dt. 3-10-73] ~ 

Recommendation 

The Committee find that in case of match factories as a result of 
decline in production noticed after introduction of Self Removal 
Procedure, the Department intensified preventive checks. In some 
other cases action was taken under rule 173F, authorising the Excise 
officers to fix norms of production in suspicious cases. The Com-
mittee desire that effect of these measures on revenue collection 
should be kept under review in order to take timely remedial action~ 

[para No. 1.18, S1. No. 4 of Appendix II of 90th Report of the PAC .. 
72-73] 



13 

Action taken 

Production of revenue yield from Matches, has been constantly 
kept under Government's review. Physical Control has been re-
introduced in respect of Match Excise with effect from October 1972, 
in the interest of revenue apart from intensification of Preventive 
Checks and action under Rule 173-E. 

[Mlo Finance (Deptt. of Rev.&I.) O. M. No. 234118173-CX 
dt. 8-10-73J 

Recommendation 

The Committee are dissatisfied that in these two cases the assess-
ment of metal containers (drums) & resins used by the factories 
concerned internally, the officers ignored the instruction of the Board 
issued in September, 1963 that margin of profit should be included 
in the assessable cost price. In the case of metal containers, even 
after Audit pointed out the omission there was delay of about 9 
months in issuing the show cause notice. 

[S1. No.5 Para l.28 of Appendix II of 90th Report, 1072-73] 

Action taken 

The observations/recommendations of the Committee have been 
noted. 

£M/o Finance (Deptt. of Revenue & Insurance) O.M. No. 2341 19173-
CX-7 dt. 14-1-74]. 

Recommendation 

It was admitted during evidence by the Finance Secretary that 
there was difficulty in determining the assessable value in view of 
the provision that the wholesale price at which goods are 'capable 
of being sold' should be taken into account. The Committee desire 
that the D~partment should take necessary action to amend the 1a"o/ 
in order to put the position beyond doubt. 

[S1. No. 13-Para 1.51 of Appendix II to fWth Report (Fifth Lok 
Sabha)J 

Adion Takea· 

if. The vaiuati.QJl provisions in, Sec. 4 of the Central Excises & Salt 
Act, 1944 have since been revised by section 2 of the Central Excises 
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& Salt (Amendment) Act, 1973 (23 of 1973). A copy of the revised 
section 4 is annexed (Not printed). 

[Ministry of Finance (Department of Revenue Insurance) O.M. 
No. 234\25\73-CX>-7-dt. 7-11-73]. 

Recommendation 

The Committee find that in the present case the bulk of the 
cement was cleared in packed condition while the clearance in bulk 
was negligible. Even so, in accordance with the advice of the 
Ministry of Law packing changes are not being included in the as.' 
sessable value resulting in considerable loss of Revenue being Rs. 
32,84622 in the case of the three factories referred to in this case 
during the period March, 1969 to March, 1971. The Commtttee reg-
ret that the Government have not attended to the amendment of the 
Act in an expeditious way which has resulted in loss of consider-
able revenue to Government. As the reintroduction of the revised 
Bill may take time & delay involve a recurring loss, the Committee 
suggest that action should be taken forthwith to amend the existing 
law. 

[Para No. 1. 57-S. No. 15 of 90th Report]. 

Action Taken 

The valuation provisions in section 4 of the Central Excises & 
Salt Act, 1944 have since been revised by section 2 of the Central 
Excises and Salt (Amendment) Act, 1973 (23 of 1973). A copy of 
the revised section 4 is annexed for perusal (Not Printed). It will 
be observt!d from clause (d) of sub-section (4) of the revised section 
4 that it has been made explicit that value would include the cost 
of packing in which the goods are delivered at the time of removal 
except thE! cost of packing which is of a durable nature & is return-
able by tlll~ buyer to the assessee. 

[Ministry of Finance (Department of Revenue & Insurance) O. M. 
No. 234126\7~X-7 dt. 23-10-1973] 

B4!alDJDeadation 

The witt values of cables fixed in 1964 were revised oi1ly in 
1970~ The Committee are not satisfied with such a long time gap in 
revising the tariff values. In another case, the Committee have em-
~hasised the need to revise tariff valUes once in a year. 

[Sl. :-ro. 17, Para No. UK Appendix II of 90th Report, 1972-73] 
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Action Taken 

Tittle-schedule for revision of tariff values of each commodity once 
• year is being drawn up. Pending finalisation, every effort will be 
made to review and revise tariff values, wherever necessary, once a 
year. 

[Ministry of Finance (Department of Revenue & Insurance) O. M. 
No. 234121173-CX-7, dt. 2&-1-74]. 

Recommendation 

The Committee note that pursuant to the recommendation made 
in their 44th Report (Third Lok Sabha) that the responsibility of 
determining the tariff values should be centralised in one agency. 
this work has been transferred from the Economic Adviser, Ministry 
of Industrial Development to the Central Board of Excise &Cus-
toms. The Committee would like to emphasise that the tariff values 
should in future be revised once a year ;'n accordance with the de-
cision taken by Government in December, 1967. 

[S1. No. 20, Para 1.78, Appendix II of 9Q.th Report-5th Lok Sabha] 

AetionT~en 

The procedure of fixing/reviewing the tariif values is being 
streamlined. PeJ)ding finalisation of the revised time schedule, f!!IIf5ry 
effort will. be m~ tQ review and revise tariff values, wherever 
ne<;essary, once a yeAl'. 

[Mihistry of Fin!ffi.Ce (Department of Revenue . & Insurance) O. M. 
No. 234127173..cX:-7, dt.30-1Go-73j. 

ReemnMetldatien 

The Committee regret to ~e the implication of the instruc-
tions issued by the Board in Apr,U, 1961 vis-a-vis the exemption 
notification of 1st March, 1969 exempting duty on glass shells were 
mis-interJireted by as many as 6 Collectorates resulting in under-
assessment of revenue amounting to Rs. 30,982 of which an amount 
of Rs. 25,211 had become timebarred. Prior to the exemption given 
frOm 1-3-1969, glass shells and electric bulbs were dutiable utkler 
separate tariff items, but according to the executive instructions 
issued in 1961 duty on glass shells was postponed to be collected 
alongwith the duty on bulbs in case of the units manufacturing both 
shells and bulbs in the same premises. While the Committee appre-
ciate that these instructions aimed at avoidance of inconvenience to 
the composite factories prOducing both shel1s and bulbs, they reel 
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that such instructions create confusion when changes are effected 
in the excise tariff concerning intermediate items. The Committee, 
therefore, desire that it should be examined whether similar conceS!-
sion given in the case of any other items should not be discontinued 
and avo::ded in future. 

[Sl. No. 21-Para 1.84 of Appendix II to 90th Report-5th Lok Sabha]. 

Action Taken 

The suggestion of the Committee for discontinuance of similar 
concession, if any, in respect of any other item is under examination. 
As regards avoidance of a similar concession in future, observations 
of the Committee have been noted subject to any practical difficulties 
not coming in the way of administration of any particular excise 
levy. 

[Ministry of Finance (Department of Revenue & Insurance) O.M. 
No. 234141 73-CX-7, dated 1011973]. 

Recommendation 

1.90. The Committee regret to observe that in this case Govern-
ment suffered a loss of Rs. 11 lakhs on clearance of mineral oils dur-
ing January to March, 1966 at a concessional rate that was not ap-
plicable to these products. Out of this loss, an amount of Rs. 1 
1akh is stated to have been accounted for by the retrospective 
exemption given in August, 1968. In view of the fact that ache-· 
mical test to determine the correct classification of the products 
was in progress and substantial revenue was involved, the Depart-
ment should have made provisional assessments pending· receipt 
of . the results of the tests so as to enable them to demand diffe-
rential duty later. The Committee are of the view that failures 
of this nature are avoidable if proper care is exercised and some 
pre-planning is done. The Committee desire that suitable instruc-
tions should be issued iR this behalf. 

1.91. The Committee take a serious view of wrong information 
given by the Department at the time of Audit objection that the 
products were being retested. The correct position was not given 
for more than 21 years. The Committee desire that responsibility 
should be fixed for this lapse and necessary instructions should be 
issued by the Board to the Collectors to be more careful in giving 
facts to Audit in future. 

i.92 .. The Committee note that the practice of making retrospec-
tivEL exemptions of duty was resorted to by the Department 
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al~h~ugh Government have no powers to do so according to the 
()pllUOn of the Attorney-General, as pointed in paragraph 1.22 of 
the ll1th Report (4th Lok Sabha). The Committee are not clear 
how this has been allOWed to happen at all and would like to be 
assured that this will not happen in the future. 

[So Nos. 22-24 Paras 1.90-1.92 of Appendix II, 90th Report-
5th Lok Sabha]. 

Action Taken 

1.90. & 1.91. Observations of the Committee have been noted. 
In pursuance thereof necessary instructions have been issued by 
the Board to all Collectors of Central Excise on 25th July, 1973 
(copy enclosed) (not printed). The Collector of Central Excise, 
Bombay has fixed responsibility and has further reported that ex-
planations of the erring officers have been called and on their 
receipt further action for the lapses will be taken. 

1.92. Observations of the Committee have been noted. 

[Ministry of Finance (Deptt. of Revenue & Insurance) 
O.M. No. 2341 5 I 73-CX-7, dt. 26-10-1973]. 

Recommendations 

1.97. The Committee are not satisfied over the routine manner 
m which the assessing officers handled this case resulting in 
under-assessment of dUty to the extent of Rs. 1,69,870 which would 
have been lost to Government but for the matter being raised by 
Audit. The assessing officer continued to assess shoe fabric as 
sheeting under Tariff item l!t .. l (2) at specific rates of duty merely 
on the basis of the declaration of the factory even after introduc-
tion of advalorumrate of duty with effect from 1st March, 1969 
under item 19-1 (1). ThE' Officers did not examine the fabric even 
after the Board circulated in June, 69 definitions of Duck & 
Canvass attaching duty on advaloTum basis. He had another occa-
sion to do so when the self Removal procedure was introduced 
from 1st August, 1969 under which the manufacturers were requir-
ed to submit classification lists. The second variety of the fabric 
produced from June, 1970 was also classified as sheeting attracting 
a specific rate of duty without a chemical test. Such failures on 
the part of the assessing officers merit serious notice. If no dis-
-ciplinary action has already been taken in this case, it would be 
-done even at this relatively late stage, if only to set an example. 
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1.98. The Committee note that according to the report received 
from certain collectorates there were three cases of incorrect 
assessme,mt of fabri~s under tariff item 19-1(2) instead of 19>-1(1). 
The Committee desire that the reports from other eollectorates 
should be obtained eJC'peditiously and the Committee informed' 
about the outcome. 

[81. No. 25-26, Para 1.97-1.98 of Appendix II, 90th Report-
5th Lok Sabha]_ 

ActieaTaken 

1.97. The ColIEctor of Central Excise, Madurai has reported' 
that the explanation of the officer responsibl~ for the lapses has-
been called for and suitable disciplinary action will be taken if' 
justified OD. merits on the case. 

1.98. Reports received from the Collectors of Central Ex~ise 
reveal that apart from the 3 cases relating to Hyderabad and" 
Madras Collectorates already reported there were 3 more cases or 
incorrect assessment of fabrics under tariff item 19-1 (2) instead' 
of 19-1 (1) in the Ahmedabad Collector ate. Out of the 6 cases' 
amounts due in respect of two cases have since been realised; in 
one case demand has been withdratlln and the remaining three 
cases of Ahmedabad Collectorate are pending with the Appellate· 
Collector Bombay, Government of India in Revision ApplicatioIl" 
and also in Civil writ with Gujarat High Court and GovertWlent: 
of tndiain revision. Application respectively. 

(Ministry of Finance (Deptt. of Revenue &: Insurance)-
O.M. No. 2341 281 78-CX-7, dt. 24-104913]:.. 

Recommendations 

1.1(}3. In the oPinion of the Committee, after the receipt of .. 
copy of GUjarat High Court judgment on 3rd December, 1968 that-
the articles were trucable as steel furniture under the Sales Tax-
law, the Department should have made provisional demands for 
duty pending further examination in consultation with the Minis·-
try of Law. This course would have avoided a loss of substantial 
revenue. The Committee regret that no action to safeguard the: 
revenue was taken even thougll a reference was received from 
Audit by the Assistant CcUector on 5th December, 1968. 

1.104. It is regrettable that after receipt of a copy of the High 
Court judgment in December, 1968 the Ministry of Finance took 

". 
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about 11 months to approach the Ministry of Law who took aDO-
ther 4 months to give the final opinion. The Committee have iD 
paragraph 1.266 of their 44th Report (5th Lok Sabha) suggested' 
fixation of a time lin;rlt of 3 to 4 months for giving rulings .by the-
Board. Such delays in examination of question having substan-
tial revenue implications are inexcusable, as given a little care~ 
they are avoidable. The Committee consider that Government: 
should take a IeIioloU' view of cases of this nature. 

[S1. No. 27 & 28, Para 1.103-1.104 Appendix II, 90th Report]_-

Action Takea 

Observations of the Committee have been noted. 

[Ministry of t'inance (Deptt. of Revenue & Insurance" 
O.M. No. 234161 73-CX-7, dt. 27-10-1973]~ 

Re¢ommendation 

The Committee are surprised how the Excise Officer allowed: 
ready_ mixed oil pain~ tp be cleared by weight over a p~iod of Ii 
years in disregard of the notification issued by Government that 
these paints are assessable to duty by volUme. The explanation for 
the irregularity AtatmPted pablts were sold by weight does not ap-
pear satisfactory. The Committee consider this to be a serious 
enough case to warrant an .enquiry and disciplinal'y action if the reP--
IUlts -ef the in'l1Dr1 calls for it. 

[Sl. No. 29 Para 1.108-AppeuQix..I1 to 90th Report-5th Lok 
Sabha] .. 

The CoUedor Qf Centr.al Excise, Chandigarh has reported ~at the-
explallations have been ~alled -for from the officersresp~slble for-
the lapses and disciplinary proceedm,gs will be initiated if the ex-
planations are not found -satisfactory. 

[Mlo Finance (Department of Revenue and Insurance) O.M. No. 
2341291 73-CX, dated 24-10-73]. 

Recommendations 

1.115. The Committee would like to emphasize the need for prom-
ptitude in raising demands after mistake~ are detected by the Depart-
ment. The Committee would like to know if the duty has been re-
covered in these two cases 
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1.118. It appears from the reply of Government that this was a 
~se of wrong accounting of old and used re-rollable scrap as semi-
1inished products in the raw material account by the manufacturer. 
it should be examined why action cannot be taken against the manu-
.facturer under Rule 173 of the Central Excise Rules. 

[51. No. 31 .. 32, Para. 1.115 and l.118 of Appendix II to 90th Re-
port-5th Lok Sabha]. 

Action Taken 

l.115. Observation of the Committee has been noted. The Col-
Jector of Central Excise, Nagpur has reported. that the demands 
amounting to Rs. 35,247.09 are pending recovery and the party has 
gone in Revision Application against the Collector's order in ap-
:peal confirming the demand. 

In regard to the other case, the Collector of Central Excise, Al-
lahabad has intimated that the amount of Rs. 9975 has since been 
-realised. 

1.118. The Collector of Central Exice, Poona has intimated that 
penal action has been taken against Mis Maharashtra Steel Indus-
tries, J alagaon by imposing a penalty of Rs. 200 under Rule 173Q and 
the assessee has paid the amount on 28th September, 1973. 

[Mlo Finance (Deptt. of Revenue & Insurance) O.M. No. 234142173-
CX-7, dt. 24-100-73]. 

Reeommendation 

The Committee take a serious view of the irregularity in allow-
ing duty free clearance of 748.128 tonnes of flats manufactured out 
o()f old used re-rollable scrap involving non-charge of duty amount-
ing to Rs. 20,948 out of which an amount of Rs. 14,032 became time 
barred. The Committee desire that the examination of the vigilance 
aspect of the case which is more than four years old should be ex~ 
-pedited and the committee informed about the action taken against 
the officers concerned. 

[81. No. 33, Para l.12Q-Appendbc-II to 90th Report-5th Lok 
Sabha]. 

Action Taken 

The Collector of Central Excise, Chandigarh has reported that the 
·Officers concerned have since been severely warned for their rp.-
missess. 



r 21 
2. He has further reported that the evidence available shows that 

no vigilance aspect is involved in the matter. 

[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 234143173-C:x.-7, dated 24-10-73]. 

Recommendation 

If the tarifi value included the cost of printing etc., as stated by 
the Ministry, it is not clear how divergent practices were followed 
by the Collectors in assessing extruded collapsible tubes of alumi-
nium till the issue of clarification by Board in February, 1970. In 
Baroda Collectorate assessments were correctly made after lacquer-
ing printing, while in the Collectorate of Calcutta and' Orissa and 
Bombay, preprintingjlacquering stage was taken as the basis for 
.assessment. This only indicates that either the basis of the tariff 
value was not explained to the Collectorates or the values were not 
-collected properly. Another point to which the Committee would 
like to draw attention is that although according to the Ministry 
the instructions issued by them in April, 1965 were sufficient indiCa>-
tion for fixing the stage of levy of tubes after painting, divergent 
-practices were followed. This indicates that these instructions were 
not clear enough to the Collectorates and points to the need of draft-
ing such instructions in clear terms. 

[S1. No. 34, Para 1.126 of Appendix II to 90th report (5th Lok 
Sabha)]. 

Action taken 

The observations of the Committee have been noted. 

[Ministry of Finance (Department of Revenue and Insurance) 
Q.M. No. 234130173-CX-7, dt. 24-10-73]. 

Recommendation 

The Committee would like to know the decision taken in the 
-case of utilisation of Benzene and Toluene for flushing pipes 

\ S. No. 37, Para No. 1.135 of PAC's 90th eport (5th Lok Sabha)]. 

Action taken 

Benzene and To1pene were utilised by the reiinery for the pur-
pose of flushing of pipelines and the flushed oil i.e., Benzene and 
Toluene were collected in the motor spirit tank during the month 
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of February, 1969. No duty was paid by the Refinery in respect of 
Benzene and Toluene before utilising for flushing operation because, 
the products were not sent back for processing but were taken 1;0.. 
th~ bonded tank of motor spirit and were subsequently cleared on 
payment of duty as motor spirit. 

[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 234!7173-CX-7, dated 3Q...10-73].-

Recommendation 

The Committee feel concerned over the method adopted by the 
manufacturer of battery cells to escape excise duty on zinc sheets. 
The manufacturing factory located in Bombay got zinc sheets roll-
ed by a rolling factory located as far as Calcutta, which was not. 
under excise control. This fact did not come to the notice of De-· 
partment as the factory claimed that zinc sheets had been purchas-
ed from open market. While the Committee note that an offence' 
case was booked against the rolling factory in Calcutta, they sug-
gest that it should be examined whether action could be taken against 
the factory in Bombay for making a wrong statement to the Excise-
Department that the sheets had been purc~ased from the open mar-
ket. The Committee w6uld like to emphasiZe the need for tighten-
ing up supervision over manufacturing excisable goods brought 
under excise control. 

[S1. No. 38, Para No. 1.13~Appendix-II to 90th Report-(5th Lok 
Sabha)]. 

The Colector of Central EJCCrlse,Bombay has reported that the-
matter was u:amined in consultation with the Ministry of Law 
(Bombay Branch) who opined that in view of the decision of the 
Supreme Court referred to in the case ''Public Prosecution, Madras 
vs. R. Raju [A.I.R. 1972 Supreme Court 2504] prosecution in the in-
stant case would.be barred u/s. 40(2) of the Central Excise and Salt 
Act, 1944 and, therefore, no action could be taken against MJs. 
Havro Industries, Bombay. 

Observation of the Committee on tightening up supervision over 
units manufacturing excisable goods, has been noted. 

/'MiIiistry of Finance (Deptt. of Revenue & Insurance) 
- O.M. No. 234J31J73-CX-7, dated 24-10-73] .. 



1.144. The Committee are surprised to note from the Ministry 
Teply that prior to the· introduction of Self Removal Procedure, the 
-excisability of any product was decided by the Inspector of Central 
_ Excise in charge of the factory in accordance with the tariff and 
relevant instructions and only cases of assessments involving doubts 

,or those disputed by assessees were referred to the Assistant Col-
lectors. It is obvious that the important question of classification was 
left to be decided by the Inspector in- ~harge of the factory without 
a check by a higher authority. The Committee regard this practice 
of exercise of power by junior officers as unsatisfactory. The Com-
mittee trust that under the new system, necessary checks at appro.-
priate levels will be made in regard to excisability of goods and 
corre~tness of assessments. 

1.145. The Committee regret to observe that in this case as a re-
. suIt of the incorrect decision of the Collector that resins were not ex-
-cisable because of "established practice" there was discrimination in 
..assessments having regard to the practice followed in other Collec-
:torates. 

[Sl. No. 39-40, Para No. 1.144 to 1.145 Appendix-ll of 90th 
Report, 1972-73]. 

Action taken 

(i) Under the Self Removal Procedure the decision regarding ex-
-dsability of a prodUct is taken at higher levels and the concerned 
'Supervisory Officers also scrutinise such decisions. In this connection 
:a copy of Board's instructions F. No. 223116171-CX0-6, dated 26-7-1972 
-,is enclosed (not printed). _. 

(ii) The observations of the Committee are Doted. 

[Ministry of Finance (Department of Revenue & Insurance) O.M. 
No. 234132173 CX-7, dated 11-10-73]. 

Recommendations 

1.153. The Committee regret to observe that irregular procedure 
-followed by the Collector in crediting dUty paid on yarn used in t~e 
manufacture of thread by a licensee resulted in lQSS of revenue to 
-the extent of Rs. 4,00,204 for the period 1-1-69 to 31-12-71. Rule 56A 
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(as amended from 1-1-69) regukes that credit of duty paid on raw 
material could be utilised only towards payment of duty on finished 
products where the materials/component parts for which credit was 
taken have been used in the manufacture of the finished products. 
But the Collector allowed credit even for yarn lost in the process of 
conversion into thread. The Committee understand that only two-
thread manufacturing factories are availing of proforma credit under-
Rule 56A. The Committee trust that correct procedure is now being: 
followed by them. 

1.156. The Committee note that according to the OpInIOn of the-
Law Ministry credit of duty paid was not avoidable for payment of 
duty on goods on which materials were not used even before the-
amendment of Rule 56A from 1.-1.69, but the opinion of the Law Mi-
nistry was not accepted by the Ministry of Finance. 

The Finance Ministry did not pursue the point further because of 
the amendment to Rule 56A carried out in December, 1969. In view 
of the fact that the matter concerned duty leviability in certain 
cases, the Ministry should have pursued the matter to have the past 
cases decided. 

(S. Nos. 41 and 44, Para Nos. 1.153 and 1.156]_ 

Action taken 

1.153. The Collectors of Central Excise, Co chin and Baroda have· 
intimated that the correct procedure in utilisation of credit allowed 
on yarn only for clearance of thread produced out of the duty paid 
yarn brought under Rule 56.A is now being followed by the two 
thread manufacturing factories concerned. 

1.156. The observations of the Committee have been noted. 

[Mlo Finance (Deptt. of Revenue & Ip.surance) O.M. No. 234133173-
CX-7, dated 30-10-73]_ 

Recommendation 

The Committee take a serious view of the irregular practice adopt-
ed by the factory in this case. When filing fresh classification lists 
with the Department, certain new item of steel furniture manufactul">-' 
ed by it were omitted. These arti~les were removed from thefac-
tory .without gate passes. ; 'l1\~. Committee. would like the· Board t<> 
take necessary action to ensure that the classification lists filed by-
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manufacturers are correct and manufacture of any new items with-
out approval is detected promptly. 

[81 No. 45, Para 1.161-Appendix II to 90th Report (5th Lok: 
8abha)]_ 

Action Taken 

The observations of the Committee have been noted and suitable 
instructions have also been issued to Collectors of Central Excise in 
this regard in F. No. 202!14!73-CX .. 6 dated 20th July, 1973 (copy en--
closed) (not printed) . 

[Mlo Finance (Deptt. of Revenue & Insurance C.M. No. 234!34!73-
CX-7, dated 15-1()"'73]_ 

RecommerllhLion 

The Committee surprised that even after the Export Agency and 
Gov.::rrunent had rejected the request of the factory for condonatioIl' 
of delay of one day in the despatch of sugar for completing its export 
quota, the excise inspector entered into correspondence with the fac-
tory and delayed the issue of demand for extra duty by about 1l 
years. The Committee note that the Ministry have issued instruc--
tions on 2nd December, 1972 that in such cases demand for duty 
should be raised as soon as the necessary time-limit for effecting the-
required quota is over. The Committee hope that there would be 
effective coordination between the Excise Department and the Ex-
port Agency in taking prompt action when the exporters do not ful--
fil their export obligations. 

[81. No. 46, Para No. 1.166 of Appendix II of 90th Report 
(5th Lok 8abha) 1972-73]_ 

Action Taken 

, The recommendations of the. Committee have been noted and suit-
able instructions issued to all concerned, a copy which is enclosed 
tor info~tion (not printed) : 

£Mto Finance (Deptt. of Revenae & Insurance) 'C.M. No. 234!32!73~ 
. ., CX-7, dt. 150-10-73]_ 
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Recommendation 

The Committee would like to know the action against the persons 
:responsible for the fraud and contravention of the Excise Law. 

[S1. No. 48, Para 1.173 Appendix II to 90th Report (5th Lok 
Sabha)]. 

Action taken 

1.172. The observations of the Committee have been noted. 

[Mlo Finance (Deptt. of Revenue & Insurance) O. M. No. 234135173-
CX-7, dated 24-10-73]. 

Recommendations 

1.178. The Committee feel concerned over the increasing trend 
'\()f arrears of the Union Excise duties. The arrears increased to 51.62 
-crores as on 31st March, 1971 from Rs. 37.74 crores as on 31st March, 
1~70. The increase works out to about 39 per cent. The Committee 
have repeatedly stressed that vigorous and concerted efforts are 
-required In view of the mounting arrears. 

1.179. In paragraph 1.286 of the 44th Report (1971-72) the Com-
mittee suggested that in view of a large number of cases held up in 
ai>peal, at various stages, Government should examine the feasibility 
of making the payment of duty obligatory before filing an appeal in 
disputed assessments. The Committee have been informed that the 
provisions on the lines of Section 129 of the Customs Act, 1962 are 
proposed to be incorporated in the Central Excises Bill, which is 
under preparation separately. While the Committee welcome this 
'proposal, they desire that in the meantime all out efforts should be 
made to recover the outstandings particularly those due from Gov-
Ernment Departments, Statutory Corporations and departmental un-
dertakings etc. which amounted to Rs. 16.86 crores as on 31-3-71. 

(Sl. Nos. 49-50, Para Nos. 1.178-1.179, Appendix II of 90th Report 
1972-73-5th Lok Sabha.) 

Action taken 

1.178. Observations of the Committee have been noted.. In de-
'lerence to the observations of the P .~.C. instructions have been 
~ from time to time,exhort"Ht& the Collectonto keepaperBohal 
'Watch over the arrears and take all possible steps to liquidate the 
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same. Arrear position is also discussed with Finance Secretary in the 
monthly meeting with the Board and further directions are issued, 
whenever necessary to improve the collection. 

1.179. In regard to the Committee's observations regarding the 
feasibility of making the payment of duty obligatory before filing 
an appeal in disputed assessments, as already reported in para 1.286 
.of 44th Report, provisions on the lines of Section 129 of the Customs 
Act, 1962 have been incorporated in the new Draft Central Excises 
Bill, which is separately under consideration. 

Regarding recovery of amounts particularly dUe from Govt. De-
partments, Statutory Corporations and Deptt. undertakings the ob-
servations of the Committee have been noted for compliance and 
communicated to all the Collectors of Central Excise with instructions 
to vigorously pursue the collection of arrears due from these orga-
nisations. They have also been requested to submit periodical state-
ments of the progress achieved in this behalf. A copy of the instruc-
tions issued is enclosed for information (not printed). 

[Mlo Finance (Deptt. of Revenue & Insurance) O.M. No. 2341161 
73-CX~7, dt. 15-10-73J. 

Recommendation 
The Committee feel concerned over the substantial amounts of 

union excise duty remitted due to losses by fire during the years 
1969-70 (Rs. 30,79,855) and 1970-71 (Rs. 19,25,112). The Committee 
trust that before approving remission of duty in cases of fire, the 
Department satisfy themselves that no mala-fides are involved in 
these cases. 

[S1. No. 51, Para No. 1.183 of Appendix II of 90th Report-5th 
Lok Sabha, 1972-73]. 

Action taken 

Para 148-D of the Tobacco Excise Manual and Paragraph 263 of 
the Basic Manual outlines the procedures for the grant of remission 
of duty on excisable goods lost or destroyed by unavoidable accidents. 
The procedures provide that first information about such loss or 
destruction should be given to the proper officer concerned within 
48 hours of the discovery of such occurrence and that any delay in 
furnishing this informatiOn by the party is likely to result in refusal 
to remit duty on such losses. On receipt of such information, the con-
cerned officer has to make preliminary investigations on the spot and 
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submit his report to the next superior officer within a week. One 
important requirement of the report expected from· the first investi-
gating officer is his specific comments on 'whether or not mischief 
Is suspected; if it is so full particulars of the grounds on which the 
su~picion is based such as absence of traces of fire etc.'. On receipt 
of the preliminary report, the next superior officer will make further 
invesHgation as may appear to him necessary and submit his report 
to the Assistant Collector. On its receipt, the Assistant Collector con-
cerned would examine the report and after satisfying himself that 
the case has been investiga'ted thoroughly and properly would recOM-
mend the case to the Collector for orders, if the amount of duty ill-
volved in any individual case exceeds Rs. 2501-. Upto Rs. 2501- the 
Assistant Collector is competent to remit duty on such losses. 

It would be seen that the drill prescribed is an adequate safeguard 
against remission of duty in cases where mala-fides are involved. 
However, the observations of the P.A.C. have been noted and also 
communicated to the Collectors of Central Excise (copy enclosec;1 for 
Information) (Not printed). 

[Mlo Finance (Deppt. of Revenue & Insurance) O.M. No. 234\23f 
73-CX-7, dated 150-10-73]. 

Recommendations 

1.187. The Committee note from a statement furnished to them 
that the total number of offences under the Central Excise prosecut-
ed during the year 1970-71 was 15, resulting in ·conviction in 9 cases 
and acquittal in 5 cases (2 cases are under appeal in High Court), 
and one case is pending. The Committee however find that persons 
convicted got away with minor punishments or small fines. The 
Committee would like the Board to examine whether the Central 
Excise Law needs to be amended in order to impose more deterrent 
punishments on the offences. 

1.188. The Committee find that prosecutions for the offences 
were launched by the Collectorates of Ahmedabad, Baroda, Banga-
lore, Guntur, Hyderabad and Madras. The Committee desire that 
the Board should examine why no cases were prosecuted by the 
other Collectorates. The Conunittee would like to reiterate the recom-
mendation made in paragraph 1.187 of their 44th Report (1971-72) that 
the Department should launch prosecutions in preference to im-
posing fines and penalties so that the Department's action acts a 
sufficient deterrent against evasion. 

[para Nos. 1.187-1.188 81. No. 52-53, Appendix II of 90th Re-
port-5th Lok 8abha, 1972-73J 
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Action taken .. 

1.187. Sections 9, 34, 36 and 37 of the Central Excises and Salt 
Act, 1944 have since been amended by the Customs Gold (Control) 
and Central Excises and Salt (Amendment) Act, 1973 (No. 36 of 
1973). These amendments seek to make the punishments prescrib-
ed thereunder severer and to make certain other provisions there-
in with regard to the rules of evidence and procedure with a view 
to removing the loop-holes noticed in the working of the Act and 
making their enforcement more effective. 

1.188. (i) Most of the Collectorates where prosecutions were 
not launched have reported that the cases were not found fit for 
prosecution, when seen in the context of instructions in the Adjudi-
cation Manual. 

(il) In regard to Committee's observations that Department 
should launch prosecutions in preference to imposing finesipenalties, 
necessary instructions have already been issued to Collectors of 
Central Excise in Board's letter F. No. 23014172rSRPC dated 5th 
June, 1972 in pursuance of Committees suggestion in Para 1.187 of 
44th Report. 

[Mlo Finance (Department of Revenue and Insurance) O.M. No. 
234124!73-CX, dated 24-10-1973]. 



CHAPTER m 

RECOMMENDATIONS/OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN VIEW 

OF THE REPLIES BY GOVERNMENT 

Recommendation 

.,. 

The Committee desire that it should be examined whether the 
company can be prosecuted for evasion of duty and recovering the' 
duty from the State Government at the rate higher than the rate 
at which duty was paid to Department, 

[So No. 10 Para No. 1.40 of 90th Report of PAC Appendix II of 
1972--73]. 

1.40. The Collector of Central Excise, Calcutta and Orissa has 
reported that the matter has been examined in consultation with 
the Ministry of Law (Calcutta Branch) who have opined that 
prosecution in the instant case would be time-barred under the 
old section 40(2) of the Central Excises and Salt Act, 1944. 

[Mlo Finance (Department of Revenue and Insurance O.M. No. 
23413173-CX-7 dated 30-10-73]. 

The Committee regret to observe that levy of duty on the basis 
of weight of tubes in their pre-painted stage resulted in under-
assessment of duty to the extent of Rs. 2,72,850 in case of the one 
factory only, out of which demand for Rs. 6,674 only for the 
"period from 20th June, 1969 to 28th February, 1970 could be raised. 
The Committee would like to know the amount of duty under-
assessed in other cases and the recoveries made. 

[Sl. No. 35, Para 1.127 of Appendix II to 90th Report-5th Lok 
Sabha]. 

Action taken 

Only two collectorates, namely, Baroda and Bombay in addition 
to Calcutta and Ori§sa are concerned with the manufacture of 
Aluminium collapsible tubes. The figures of Calcutta and Orissa 
have been mentioned in the Audit Para. 

30 t -,' .J 
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In Baroda Collectorate even prior to 1970 assessments were 
done after lacqueringlpainting and thus there was no loss of re-
venue. 

In Bombay Collector ate in respect of two factories prior to 
3Q.-4-1966 and 1-7-1966 respectively pre-painting/lacquering stage was 
taken as the basis for assessment. Thereafter stage of levy was 
changed to post paintingllacquering. The Collector of Central Ex-
cise, Bombay has reported that it is not possible now to determine 
the amount under-assessed even on a rough basis in either case be-
cause in respect of one factory old records are not available and in 
the other it is not possible to ascertain the difference in weight bet-
ween plain and painted collapsible tubes from the available records. 

[Ministry of Finance (Department of Revenue & Insurance) O.M. 
No. 234130 1 73-CX-7, dated 24-10-73]. 

Recommendation 

The Committee would like the Board to examine why other 
manufacturers of thread are not availing themselves of the pro-
forma credit proceJiure and whether as such there is a double levy 
of duty in these cases. 

[Sr. No. 42-Para 1.154 of Appendix II to 90th -.Report-5th Lok 
Sabha]. 

Action taken 

Availing of procedure under Rule 56A in optional and not com-
pulsory. The Committee may perhaps like to reconsider the obser-
vations made in view of the fact that under Tariff item 18A the 
rates of duty on yarn and thread are same. The provision of Notifi-
cation No. 52169 dated 1-3-1969, as amended by Notification No. 104170 
dated 1-5-1970 are relevant in this connection. 

[MIa Finance (Department of Revenue and Insurance) O.M. No. 
234133173-CX-7, dated 30-10-73]. 



CHAPTER IV 

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

wmCH REQUIRE REITERATION, 

i'· -Nil-
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CHAPTER V 

R~COMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Recommendation 

1.16. The Committee note that with effect from August, 1969 
the system of assessment and collection under 'Self Removal Proce-
dure' has been extended to all commodities other than unmanu-
factured tobacco. As a result of the assessment of staff made early 
in 1969 on the introduction of the Self Removal Procedure, 257 
posts of inspectors, 352 posts of sub-inspectors and 1715 posts of 
sepoys were considered surplus in the sanctioned strength. The 
surplus posts of inspectors and sepoys were adjusted against the 
existing deficiencies, while those of the sub-inspectors were adjusb-
Ed by upgradation to inspectors and abolition of the posts of sub-
inspectors. There was thus no reduction in the actual staff strength. 
The cost of collection actually increased from Rs. 12.78 crores in 
1969-70 to Rs. 14.34 crores in 1970-71. The Committee have been 
informed that although the system of physical control of units has 
been abolished, the work has increased in other directions. The 
'Cross checks of accounts of raw material consumption etc., which 
were not exercised under the old system are now required to be 
made by the staff and these checks took considerable time in case 
of bigger units. While the Committee appreciate that there is need 
for qualitative improvement of staff for various checks under the 
new system. they feel that there is scope for reduction of staff 
quantitatively. The Committee desier that the S.R.P. Review 
Committee which has been appointed to review the working of the 
scheme should go into this question and lay down some norms for 
staff requirements and also suggest measure to improve the quality 
and efficiency of the staff. 

1.17. The Committee note that offences under unmanufactured 
Tobacco have decreased from 17,673 in 1967-68 to 13,561 in 1970-71. 
The Committee hope that the Committee appointed on tobacco will 
go into this matter whether this fall is due to increase in the effi-
dency of the Department or otherwise. 

{para Nos. 1.16 and 1.17, Sl. Nos. 2 and 3 of Appendix II of 90th 
Report of the PAC, 72-73]. 
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Action taken 

Paras 1.16 and 1.17.-The observation of the Committee have 
been referred to the S.R.P. Committee and the Tobacco Expert 
Committee respectively and their reports are awaited. 

[Ministry of Finance (Department of Revenue and Insurance} 
O.M. No. 234118i73-CX dated 8-10-73]. 

Recommendations 

1.129. l'he Committee note that according to the instructions issl1-
ed by the Board On 26th July, 1972, the Assistant Collectors have 
been made responsible for approving classification lists and for 
determining assessable value. The Committee commend the sug-
gestion made by the Finance Secretary during evidence that with 
a view to avoiding omissions in determining assessable value a 
suitable proforma indicating the various details should be devisted 
so as to make the assessee furnish break-up of the cost. The 
Committee hope that necessary action will be taken by the Board. 

1.30. The Committee suggest that the Board should fix some 
peTiodici1;y" preferably once in a year, for revising such assess-
able values decided on the basis of cost structure, so that there is 
no loss of revenue in case of non-inspection of a factory for a long 
interval or failure of the assessee to intimate the changes in prices 
to the Department under Rule 173(c) (3). 

[Sl. No. 5-7 Para. 1.29-1.30 of Appendix II of 90th Report, 
1972-73]. 

Action Taken 

The observations/recommendations of the Committee have-
been noted. Draft of 'Valuation Rules' and new valuation instruc-
tions are still under consideration. The question of evolving suit~ 

able check>-list/periodicity as suggested by the P.A.C. will also 
be considered when the aforesaid rules and instructions are dis-
cussed. 

[M/o Finance (Department of Revenue and Insurance O.M. No. 
234119173-CX-7, dated 14-1-74] 

Recommendation 

1.38. The l;ommittee ate unnappy to find that the Department 
dld not check up the price at which the factory was selling the milk 
bottles to the State Governments of West Bengal and Madras. 



35 

as this was higher than the wholesale price on which it paid duty,.. 
resulting in under-assessment of duty amounting to Rs. 53,018 dur-
ing the period 27th December, 1965 to 21st July, 1967. Although 
the Sector Officer reported to the Superintendent on 20th June,. 
1966 that the bottles were presumably sold direct to the Government 
of West Bengal and Madras against tender price, no probe was 
made by the Department into the matter. It was only after the 
receipt of a query from Audit in July, 1967 that the Department 
took action in the matter. The Committee would like to know 
the action taken against the officers concerned for the lapses. 

1.39. The Committee would like to know the outcome of the 
appeal filed by the Department against the decision of the High 
Court for the recovery of the duty from the company which has 
already gone into liquidation. 

[So Nos. 8-9 Para Nos. 1.38-1.39 of 90th Report of PAC Appendix 
II of 1972-73]. 

Action Taken 
1.38. Enquiry against departmental officers responsible for lapses 

has been initiated. Results would be intimated in due course. 
1.39. Appeal in the High Court is still pending and is likely· 

to come up for hearing next year only. 
[Mjo Finance (Department of Revenue and Insurance O.M. No. 

234j3j73-CX-7, dated 30-10-73]. 

Recommendation 

The Committee are unhappy at the failure of the officers to fol-· 
low the procedure prescribed for the approval of assessable value. 
Another unsatisfactory feature of the case is that after receipt of 
the Audit objection, there was a delay of 6 months in issuing the· 
demands. The Committee would like to know the action taken for' 
the lapses. 

[So No. 11, Para 1.43 of Appendix II of 90th Report, 1972-73]. 

Action Taken 

Necessary action has 'been initiated against the officers respon-
sible for non-observance of the procedure prescribed for the appro--
val of assessable value and their explanations have been called for. 
Further action will be taken on receipt of their replies. 

Necessary action has also been initiated for fixing responsibility· 
tor delay in issuing demands. 

[Mlo Finance (Department of Revenue and Insurance O.M. No .. 
234120173-C~7, dated 14-1-74] .. 
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Beeommendatioa 

1.50. According to section 4 of the Central Excises and Salt Act, 
1944, the assessable value of an article is the wholesale cash price 
.at which it is sold or 'capable of being sold' and in case it is not as-
..certainable the consumer retail price is to be taken into account. 
1n the present case the factory manufactured two brands of shoes. 
'Certain varieties of one brand were sold on wholesale basis. While 
·determining the assessable value of the similar varieties in the 
-other brand the Excise Department took into account the price at 
which these are capable of being sold, although these were not solq. 
at wholesale rates. Thus a notional wholesale price has been taken 
-when there was no wholesale market at all. The Committee feel 
·that matter requires thorough investigation. 

[S1. No. 12 Para 1.50, Appendix II 90th Report (Fifth Lok Sabha) ]. 

Action Taken 
1.50. The Collector of Central Excise, Calcutta and Orissa has 

:reported that in the matter of assessment of shoes manufactured by 
-Mis. Bata Shoe Co., he has been following the decision of the Board 
"in Appeal Order No. 12-A!13-AIMPiI957 dated 16-10-57. 

[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 2341 25 I 73-CX-7, dated 7-11-73]. 

Audit Comments 

A further reference has been made by this office to Government 
1;0 examine again as to how far the decision taken by the Board in 
-the Appeal Order would be relevant in the above case vide this 
-office letter No. 2752 i Rec. A1383-731IDT dated 15-12-1973. 

te. & Ag.'s Office letter No. 38-Rec. AI429-731429-73IIDT dated 
4-1-1974]. 

Recommendation 
InCidentally, the Committee regret that certain issues arising out 

<.of the recommendation made in para. 3.51 of their 24th Report 
(1967-68) which have substantial revenue implications, have not yet 

Deen referred to the Attorney General of India for advice as de-
sired by the Committee, even after a lapse of more than four years. 

"The Committee desire that these matters should be decided in con .. 
sultation with the Attorney General expeditiously and the outcome 
~ntimated to them within six months. 

[SL No. 14, Para No. 1.52 Appx. II of 90th Report (5th Lok 
Sabha)]. 
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Action Taken 

The matter has since been referred to Attorney General. The 
oi>pinion when received, will be communicated to the PAC. 

[Mlo Finance (Department of Revenue and Insurance O.M. No. 
234j25j73-CX-7, dated 7-11-73]. 

Recommendation 

The Committee are surprised how in the absence of any tariff 
value fixed for tele-communication cables in 'Quads' in the Notifi-

.cation issued in 1964, the assessing officer assessed these cables on 
the basis of the tariff value fixed for wires in "PAIRS", instead of 

,assessing it on the basis of wholesale prices under section 4 of the 
Central Excises and Salt Act, 1944. This error remained undetected 
for a long time and resulted in under assessment of duty amounting 
to Rs. 4,88,005 for the period from January, 1968 to September, 1970. 
A fresh notification covering the cables in "QUADS" was issued in 
1970. The Committee would like to know the result of further 

,examination of this matter and action taken against the officers 
. .concerned for the failure to make assessment correctly. 

[Sl. No. 16 Para No. 1.63 Appendix II of 90th Report, 1972-73] 

Action Taken 

The matter was further examined in consultation with Director 
,of Inspection (Customs & Central Excise) who has expressed the 
view that there is no scope for initiating any action against the 
local assessing officers. However, some legal issues were raised in 
the courSe of such examination which are being sorted out with the 
Ministry of Law. It may also be mentioned that the party has 
gone in appeal in the matter of correct classification of the cables 

,and as such this question of under-assessment is still sub-judice. 

[Mlo Finance (Department of Revenue and Insurance O.M. No. 
234121 I 73-CX-7, dated 14-1-73]. 

Recommendation 

1.76. The Committee are unhappy over the perfunctory manner 
in which tariff value of extruded hollow sections of aluminium 
including pipes and tubes was fixed at Rs. 8,000 per metric tonne 
in January, 1967. The price of collapsible tubes was not at that 
time taken into account, as the Economic Adviser who fixed the 

'tariff value did not come to know that the wholesale price of col-
'lapsible tubes was Rs. 45,000 even in 1967. 
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1.77. There was unconscionable delay in reVlSlon of the tariff 
values. Even though the Ministry of Finance pointed out to thee 
Economic Adviser in July, 1967 that the tariff values were particu-
larly low in the case of collapsible tubes, he did not react promptly 
to the proposal for revision of the tariff values and proceeded in a 
routine way of issuing reminders to Collectors for price date. Sur-
prisingly the copy of a letter dt. 1st December, 1967 from the Col-
lector of Central Excise, Calcutta is stated to have been received by 
him on 9th February, 19'68. Although this letter gave the vital in-
formation that the price of collapsible tubes was Rs. 40,000 per 
metric tonne, the Economic Adviser did not formulate his proposals 
for the revised tariff value of Rs. 39,500 per metric tonne till 29th 
November, 1968. The revised notification was issued on 21st Jan-
uary, 1969. It is surprising that even though the Economic Adviser 
came to know from the letter received from Calcutta Collectorate 
on 9-2-1968 about the price of collapsible tubes being Rs. 40,000 per 
metric tonne against its tariff value of Rs. 8,000 he informed the 
Board on 25th April, 1968 that the increase in the average assessed 
values of extruded hollow sections was only 4 per cent. The failure 
in fixing correct tariff value in January, 1967 and delay in revising 
it has put the Government to a loss of revenue amounting to 
Rs. 1,05,54,381 during the period 21st January, 1967 to 20th January, 
1969. The Committee desire that suitable action should be taken 
for these costly lapse~ and a report given to them. 

[S1. Nos. 18-19, Paras 1.76-1.77, Appendix II of 90th Report-5th 
- Lok SabhaJ 

Action Taken 

The points raised by the Committee are under investigation in 
consultation with the Ministry of Industrial Development. 

[Mlo Finance (Department of Revenue and Insurance) O.M. No.-
234127173-CX-7, dated 30-10-73] 

Recommendation 

The Committee feel concerned over a fairly wide spread mis-
interpretation of the Government's notification of August, 1966 re-
garding set off duty on steel products manufactured out of old and 
used re-rollable scrap. The incorrect assessments which occurred 
in as many as 9 Collectorates are stated as due to wrongly equatin~ 
old and used rails/scraps with semi-finished steel. The Committee 
suggest that the Board should issue clear instructions and orders as 
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10 what constitute semi-finished goods or scrap in order to avoid 
-recurrence of such cases of under-assessments. 

[S1. No. 30 Para 1.113 of Appendix II to 90th Report-5th Lok 
Sabha] 

Action Taken 

The matter is under active consideration of the Board. Action 
'taken will be intimated to the Committee in due course. 

-
[Ministry of Finance (Department of Revenue & Insura\1ce) O.M. 

No. 234135173-CX---7, dated 24-10-73] 
Approved by the Joint Secretary. 

[F. No. 234J42173-CX-7] 

Recommendation 

The Committee understand from the audit paragraph that exemp-
tion orders as modified in 1969 covered the specific use of the pet-
roleum products only for flushing tank wagons and tank trucks and 
it did cover flushing of pipes. Since the purpose of issuing exemp-
tion orders under Rule 8(2) is stated to be avoidance of double 
incidence of duty, it is not clear whether the use of JP4 allowed 
for flushing of pipes in this case has the necessary legal backing, 
-even granting the product was subsequently reprocessed and cleared 
-on payment of duty. Another point is whether the orders issued 
in 1967 could be applied to JP-4 used for this purpose in 1966. The 
'Committee would like the Board to examine these points. 

[So No. 38 Para No. 1.134 of PAC's 90th Report (5th Lok Sabha] 

Action Taken 

The points raised by the Committee are being examined. 

[Ministry of Finance (Department of Revenue & Insurance) O.M. 
No. 234J33173-CX-7, dated 30-10-73] 

Recommendations 

The Committee also desire that the feasibility Jf levy of some 
-differential duty on thread may be examined, for at present there 
appears to be hardly any purpose in assessing the thread at the 
same rate on the basis of counts of basic yarn. 

[Sr. No. 43-Para 1.155 of Appendix II to 90th Report-(5th Lok 
Sabha] 
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Action Taken 

The observations of the Committee have been noted and will b~ 
considered at the appropriate time. 

[Ministry of Finance (Department of Revenue & Insurance) O.M. 
No. 23417173-CX~7, dated 30-10-731 

Recommendation 

The Committee are unhappy over the case of fraud which re--
sulted in short payment of excise duty amounting to Rs. 46,695 by 
manipulation of duty credits made through Treasury Challans over 
a period of 6 months from 1st March, 1969 to 31st August, 1970. The' 
amounts shown in the licensee's copies of treasury challans were 
altered to a higher figure and then increased figures were taken as 
credits in personal ledger accounts. The Committee are surprised. 
that the forgery could not be detected for a long period of six 
months due to delay in checking of entries in the personal ledger 
Account with the copies of the challans received from Treasury ~ 
The Committee had, in their 44th Report (5th Lok Sabha), suggested 
that it should be examined whether the responsibility of maintain-
ing Personal Ledger Accounts should not be undertaken by the 
Department. In reply they had been informed that the Ministry 
were awaiting the recommendations of the S. R. P. Review Com-
mittee. The Committee hope that as a result of the remedial mea-
sures taken by the Department in the meantime such cases of 
manipUlation of duty credits in Personal Ledger Accounts will be 
promptly detected. The Committee would like to suggest that the-
Board may keep a watch over the implementation of the instructions 
issued by them. 

[S1. No. 47, Para 1.172 of Appendix II to 90th Report (fifth Lok 
~ Sabha)I~ 

Action Taken 

Para 1.172.-The observations of the Committee have been noted. 

[Ministry of Finance (Department of Revenue & Insurance O. M. 
No. 234142173-CX-7, dated 24-10-73] 

Audit Comments 

The Government have replied that they are awaiting the recom-
mendation of the S. R. P. Review Committee to examine the feasibility 
of taking over the maintenance of P.L.A. by Department. 

[C&AG's office letter No. 38 Rec. A/42~731IDT dt. 4-1-1974) 
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