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INTRODUCTION 

I, the Cbairman of the Pllblic Accounts Committee, 88 authorised 
by the Committee, do present on their behalf this Forty-Fourth. 
Report' on the Audit Report (Civil) on Revenue Receipts, 1965. In 
this Report the Committee have dealt with (i) Revenue Position (U) 
Customs and (ill) Union Excise Duties (Chapters I to m of the said 
Audit Report). They propose to deal with (i) Income-tax and (li) 
Other Revenue Receipts (Chapters IV and V of the said Audit Re-
port) in a separate Report. 

2. The Audit Report (Civil) on Revenue Receipts, 1965 was laid' 
on the Table of the House on the '12th March, 1965. The Committee 
considered the Audit Report (Chapters I to III) at their sittings held 
on the 15th to 19th and 21st October, 1965. A brief record of the pro-
ceedings of each sitting has been maintained and forms part of the 
Report (Part 11*). 

3. The Committee considered and finalised the Report at their 
sitting held on the 8th February, 1966. 

4. A statement showing the summary of the main conc1usions!re-
commendations of the committee is appended to the Report (Appen-
dix XXI). For facility of reference these have been printed in thick 
type in the body of Report. 

5. The Committee place on record their appreciation of the 
assistance rendered to them in their examination of these accounts 
by the Comptroller and Auditor General of India. 

They would also like to express their thanks to the Officers of 
the Ministry of Finance (Department of Revenue and Department 
of Economic Affairs/Central Board of Excise and Customs, and 
Central Board of Direct Taxes, and Ministry of Commerce for the 
co-operation extended by them in giving information to the Commit-
tee during the course of evidence. 

NEW DELm; 
February 15, 1966. 
Magha--26, 1887- (S») 
-_.,-- --------

R. R. MORARKA, 
Chairman, 

Pu.blic Accounts Committee. 

.Not printed, (One cyclostyled copy laid on the Table of the House 
and five copies placed 'in Parliament Library), 
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.1 
ltEVENtm POSITION 

Audit lteport (Civil) on Revenue Receipts, 1965 

Variation between the Budget ,estimates and the actuals, Para 
:!, 11, 29 & 58: I 

The foHowin·g ~atement gives the figures of the budget estimaJte8 
and . the aetuals lander 'hoth tax and non.-tax Revenues for 3 years 
.ending 1963-64:' . 

Year Budget Actuals Variation Percentage 

(In crores of rupees) 
(A) Tax RerieDes 

1961-62 '835.0,5 9SI .g'f 116.92 14.00 
1962-63 998 .15 n80.S9 182.14' 18.24 
1963-64 13,S6.33 1505·37 149·04 10.99 

(B) Non-tax R6fJMU6, 

1961-62 182.gc 184.71 1.81 1.02 
1962-63 382 .18 404.41 22.23 5.82 
1963-64 419.85 499·53 19.68 4. II 

1.2. The Committee desired to Imow what steps, if any, had been 
taken by the Ministry of lI'inance to improve the technique of .budIet-
ing in order to make budget estimates more precise and ~te. 
The repn!Seritative of the MinistrY of Finance (Deptt. of EobDoWc 

'Affairs) stated that the budgeting technique could only be steadily 
improved. by improving the method of collection of statistics. He 
added that the Ministry of Finaru:e was now trying. to get themfor-
mation from the Commissioners of I.T. and also from the concerned 
miIiistries in so far as production and deliveries of electiable items 
were concerned. 

1.3. Explaining further the steps taken by the Ministry to tighten 
up the budget esti,mates i,n pursuance of the cijrections of the P.A.C. 
last year, the representative of the Board of Direct Taxes said that 
they were now collecting vital statisticS relating to company assess-
ment on the basis of the returns filed in the earlier year and also OD 



r 
ihe basis of the balance sheet'etc.jof thecom.puUeswhereveq .. ibla:. 
Infonnation regarding Profit &: Loss Account/the ,dMdend declared,. 
the depreciation development and rebate claimS, interest on deben-
tures and approved advances, were all obtained by the Director. of' 
Inspection, Research, Statistics and Publication. They were then. 
collated by him and this would assist in making more· precise estt~ 
mates of company taxation. In respect of new levies, the information., 
required was obtained from the Commissioners and collated. The 
witness added that the statistical division of the" Dfrectorate of 
Research, Statistics and Publication had also been strength~ned. With· 
the help of financial jow:nals the trends in respect of different busi-
nesses were being examined so that it could be known what would: 
be increases or decreases in tax collection in respect of a particular' 
economic activity. 

1.4. The Committee enquired about the steps taken in this direc-
tion in the field of indirect taxaUon. The Member (Customs) stated; 
that in October, 1964 all the collectors of Customs, Central Exc:iae-
were advised that since the primary figures of budget revenue were' 
based on the estimates sent by them, they should' scrutinise them at 
the highest lever and also contact field organisations of the- bodies 
concerned in order to ·get these figures vetted by them. He added 
that at the Centre a general routine had been started to consult the' 
various ministries and to hold regular inter-ministerial meetings to 
find out the trends and expectations. The witness further stated that 
while framing budget for 1965-66, such a meeting was held on.. 
23-1~1965 which was attended by the Deptt. of Eeonomic Affairs. 
Chief Controller of Imports, Ministry of Steel, Mines and Fuel,_ 
MInistry of Petroleum and Chemicals etc. 

1.5. Referring to the recommendations made in para 2 of their 
27th Report (Third Lok Sabha), the Conunittee enquired about the 
precise steps taken by the Ministry of Finance to improve the c0-
ordination and liaison between the Finance Ministry (Budget DiVl--
lion) and the Administrative Ministries on the one hand and the-
sPecialised agencies of the Government like the Deptt. of Tec.hnical 
Development, Planning Commission etc., on the other. The Member-
(Incom~tax) informed the Committee that active steps had been 
taken for liaison with th~ Planning Commission in connection with 
the estimates for the Fourth Plan. There, the economic trends etc., 
were all ~nsidered. The Secretary. R. & C. added that the m,eeting, 
were held to maintain a coordination between the budget division 
and other ministries and the informed opinion was always consulted. 

1.6 The Chairman, Central Board of Excise and Customs -state<! 
that so far as indir~t taxes were concernedi, the main basis for: 
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• 
ereatlng revenue estimate was' the trend of' actual' collection and tile' 
statistics maintained by the Board of actual imports, exports or 
clearances from excisable factories. Besides taking into a-::count the-
figures as. revealed by these statistics, the plan projections or the 
expectations were also taken into account for the purpose of framing 
estimates; 

1.7. In reply to a question as to whether the recommendation 
regarding variations between Budget estimates and' actuals made by 
Pu,blic AC'COunrt;s Committee in their 27th and 28th Reports (Third 
Lok Sabha) have been considered by the Ministry and if 80, with what 
result. The witness stated that they were still considering the spe-
cific question as to how to streamline the existing division in the two 
Boards and also in the Economic Advise~s Section and' the Economic 
Affairs Division of the Ministry. He added that no specific decision 
had been taken so far. The matter was under consideration. 

1.8. The Chainnan, Central Board of Customs and Excise stated' 
that as a result of recommendation of the P.A.C. a specific provision 
had been made in the expenditure memorandum contained in the 
financial memorandwn of Finance Bill (No.2) for strengthening 
research Wlit of the Board of the Excise and Customs. 

1.9. The Committee note that the percentage of overaD variatiol1! 
between the budget estimates and actuals for tax revenues, which' 
was 14 in 1961·62 and 18.24 in 1962-63. ba~ come down tc 
10.99 in 1963-64. The Committee, hewever, W that the position inc 
regard to the budget estimates of individual items have not im-
proved in the year 1963-64. As against all overall variation of (I) 
10-99 per cent in the tax revenue in the year 19i63-64 , there was a' 
~ariation of (-) 95.03 per cent in the estimate of excise duties OIl' 

eoal & coke, 86 per cent. on Iron & Steel and plus 33.71 
per cent. on Rayon & Synthetic fibre and yarn. There was a varia· 
tion of (-) 18.32 per cen.t. in the case of excise duty on sugar in the' 
year 1963.-64 as again'it a variation of ( +) 30.54 per cent. in the year 
1962-63. In the case of sea customs (imports), there is a variation of 
plus 28 per cent. and ZO per cent. on H. S. D. and vaporisiq oil and 
machinery respectively and (-) 25 per cent. in kerosene oil and 
motor spirit. In the year 1962-63. there was a variation of (+) 28 per 
cent. under this head viz., Kerosene oil and motor spirit. There was. 
a variation of (+) 31'19 per cent. under the head "Corporation Tax". 
ordinary collection. In the case of Taxes on income other than Cor. 
poration Tax, there was a variation (-) 58.5 per cent. under the head: 
"additional surcharge (Union)". 
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LIO. From these wide variations under different heads, ,the Com-
mittee feel that the overall average variation under tax revenue does 
·not give the true picture of the dUlerence between the actuals /Of 
revenue receipts and the budget estimates. They feel that 
there is ample scope for improvement in the preparation of the 
budget estimates more accurately. Since the Committee had already 
,commented upon the subject of variation between the actuals Ilnd 
the budget estimates in detail in their 27th and 28th Reports, they 
would like to watch the results of action taken by the Government 
in this respect in preparation of the budget estimates for the year 
1965·66. They, however, suggest tha,t the Government should keep 
a close watch on variation between the actuals and the budget esti· 
mates and the variation exceeding 3 to 4 per cent should be regarded 

;.as a matter of concern requiring special remedial measures. 



n 
CUSTOMS 

Results of Test audit of customs stations-para 15, page 10. 

In the course of the test audit of various Customs stations, short 
levy of customs duty to the extent of Rs. 22.29 lakhs and excess 
levy, of duty to the extent of Rs. 2.16 lakhs were noticed. . 

2.2 Besides this, other defects and. a lacuna in customs procedure 
which facilitated a fraudulent short payment of duty, were also 
noUced. . 

2.3. The short levy of duty of Rs. 22' 29 lakhs has been due to the 
following reasons: 

(a) Short levy on ships' stores 
(b) Non-levy of countervailing duty 
(c) Wrong classification of goods 
(d) Excess refunds allowed 

(e) Duty levied at lower rates than 
those prescribed 

(f) Other reasons 

Rs." 
3,86,000 

'16,19,058 
87,532 

61,558 

34,929 

37,125 

2.4. Of these, Short levy on account of rum-levy of countervailing 
-duty showed an illcrease over the figures noticed in the previOus 
yean. The relevant figures are as follows: 

Rs. 
1961-62 93,200 

1962-63 1,08,028 

1963-64 16,19,058 

2.5. The Committee pointed out that mistakes continued to occur 
in spite of cent. per cent. review of the assessment documetits by the 
Internal Audit Department, and they drew attention. to their earlier 
retommendation that the Internal Audit should be more effective. 



The Chairman, Central Board of Excise and Customs admitted that 
in these cases there had been failure on the part of not only the· 
executive offi~ but also the Internal Audit Department which 
could not detect the mistakes. The witness, however, urged that in 
totality these cases represented occasional human errors which did 
occur in a large. organisation like the Customs Department, what-
ever the remedial action taken. So far as th'e Board were concerned, .. 
every such failure that came to light was enquired into and the· 
persons concerned were taken to task. 

2.6: The witness added that according to the figures available with 
the Board, the overall performance of the Internal Audit in the 
Custom Houses had been quite satisfactory. During the year 1963-64, 
short levies detected and realised as a result of internal audit amount-
ed to more than Rs. 55 lakhs in Bombay collectorate, about Rs. 9 lakhs 
in Calcutta collectorate and Rs. 4 lakhs in Madras coJ)ectorate. Dur-
ing the same year, the over asseSsment detected by the internal audit 
amounted to more than Rs. 5 lakhs in Calcutta collectorate and about 
Rs. 4 .lakhs in Madras collectorate. 

2.7. Explaining the action taken on the earlier recommendation 
of the Committee in this regard, the witness stated that they had 
drawn up a scheme for the further strengthening of the Internal 
Audit Organisation. The basic principle enVisaged in the scheme 
was, to transfer the Internal Audit Department from the control of 
the Collectorate and place it under a Directorate in the Central 
Board po{ Revenue SO that the feeling that the collector or his lOcal' 
officers might be ln1luencing the technical judgn1ent of the internal 
audit should disappear. The witness added that, all the same, takmg 
a practical view, it could not.OO said that a stage would be reached' 
when not a single mistake would be missed by the Internal Audit. 

2.8. Asked if the staff working in the Internal Audit D~partment 
were overworked, the witness stated that to some extent they were. 
because of the complexity as well as the volume of the work. For 
instance, the Customs Department had not been able to provide 
adequate staff for the refuhd and draw-back work which had been 
rising very fast, partly because of the difficult in recruiting lower 
division and upper division clerks. There was always a gap between 
the sanctioned strength and the actual working strength particularly 
in these two cadres·, and there was also time lag between the actual 
increase in work and the readjustment of staff. This resulted in 
accumulation of arrears and overwork. The witness added that 
there had been demands from collectors for increase in staff and foI" 
mechanisation. It was only recently that they were able to get 
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-compto.rneter for which an order had been placed three years ago but 
whidl could DOt be procured earlier because of the lack of foreign 

-exchange and other difficulties. Asked why ·the Collectors' demands 
for staff for the Internal Audit were not met, the witness stated that 
firstly there was difficulty in getting the sanction and secondly 
vacancies were not fllled beyond a certain percentage pending mecha-
nisation which would economise the staff dealing with clerical and 

.-arithmetical operations. 

2.9. Asked about the nature of mistakes detected by the Internal 
Audit, the witness stated that these mistakes related to arithmetical 
calculations, double entries, procedural matters, classincat!on etc. 
But the internal audit normally did not, nor were they expected to, 
detect valuation errors. because they would not question the judge-
ment of an appraiser, unless such an error of classification of valuation 
was obvious. 

2.10. Referring to a case involving non-levy of countervailing duty 
:amounting to Rs. 13'88 lakhs on electric motors, the witness stated 
that this mistake arose out of a particular interpretation of law in 
regard to which there were different practices in different collecto-
rates. In his opinion the Internal Audit c.ould not be blamed for not 

-detecting it. The Member (Customs) stated that in the case of 
.Madras Collectorate even the Revenue Audit were accepting the 
earlier interpretation till September, 1963, when the question' was 
raised by the Accountant General, Kerala. The Chairman of the 
Central Board of Excise and Customs stated that under the present 
system once the ('ol1ector accepted a particular interpretation of law, 
the internal audit was precluded from questioning it, as that organi-
sation was also under him, whereas the outside audit had every right 
·to question not- only the collector's inteI1pI'etation but also that of 
the Board and Government. That was one of the facts forming the 
'basis for the reorganisation of the Internal Audit Department, trans-
ferring the organisation from the control of the collector and placing 
it under the Board. 

2.11. In several Custom Houses there also existed a system of 
blackmarking of the audit clerk who failed to check the documents. 
A certain percentage of cases was rechecked by the Superintendent 
and also by the Assistant Collector in-charge of audit. After ftve 
such cases of blackmarkings, an entry was made in the individual's 
character roll. 

2.12. The Committee feel concerned to note the larie increase, In 
·the short levy of custoDU duty. detected during test audit by the 
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ReveDue Audlt, to Bs. 22·29 lakhs durine the year 1963-64 &om 
Rs. 4·23 lakhs in 1962--63 ,and R& 5·64 lakhs in lHl·62. The deterio.-
ration in the position not only reflects on the work of the execttiive 
officers ,Imt also on the efficiency of the Intemal Audit Department 
which conducts a cent per cent., verification of 'the assessment docu· 
mellts. While tbe Committee appreciate that under the present set 
up, the Internal Audit Department is precluded from challenging 
the interpretatiGns accepted by the Collector, they are uahappyto 
nGte that even mistakes in arithmetical calculatiGns remain undetect-
ed. All the same, the Committee feel that tG be effective in real 
sense, the Internal Audit Department shGuld nGt merely ccmfine 
itself tG checking Gf arithmetical calculatiGns but also independently 
go into the qUe.!itiGns of interpretation and classification. Tbe CGm· 
mittee have often tried to impress tbe need fGr reviewing the strength 
of both appraising and internal audit staff and making the Internal 
Audit Organisation mOIre effective. They had alsG suggested that it 
should be examined whether in Grder to make the Internal Audit 
Department free from the influence of the Appraising Department it 

,should .,e reorganised an.d placed directly under the control of the 
Board. (c.!. paras 7,.8 of ~lst Report and 12 of 27tb Report-Third 
L,ok Sabha). The Committee are glad to learn that a scheme fGr 
strengthening, the, Intet:nal Audit OrganisatiGn has, been drawn, and 
it was ,also .prowsed ,tQtrBnsler it from the control Qf the CGlledG,r-
ate and place it under a DireetGr of Audit in the' Central Board Ql 
Excise and Customs. one ,Committee desire tbat' this shGuld be 
~plemented without further dela)'. 

2.13. 'The Committee aleo hope tlI'lIt'the proeess of'rnechlinisatiOn 
'of the ea1culation 'l'f"0l'k which wiD eeonomise on certain eatepries 
Gf staft would be 'speeded up. ,;But ;if there 1l1'e'1ti.ftlculties·in flritch-
ing over to meehanisation beeause of lack of foreign 'exehaftle er 
other faeton, the staJI deficiencies should not be .U.-wed to continue 
iDdeftnitelt and impair the emciency in reyemae collection. The 
Committee, therefore" $uggett that the Ministry should strike a 
balance and take necessary steps to ameliorate the present QifReult 
position. 

2.14. The Commt~tee asked whether any action was taken against 
the offending officers after mistakes were, detected by the Internal 
Audit. The ,Chairman of the Board stated that the action against 
ol;ficers depended on the nature of irregularity. In case of any grave 
error, the Collectors or Assistant Collectors took such action as con-
sidered necessary against the staff. The Committee desired to be 
furnished with a note stating the action taken against any officers 
as a result of the defects detected by, the Internal Audit Department 
in the levy of C)lStoms duty during the years 1961-62, 1962-63, 1963-64 



and 1964-65, indicating also whether the mistakes were due to mala
fi,d.es or due to errors of judgement. negligence. carelessness and any 
other reason. The note· furnished by the Ministry is at Appendix I. 

2.15. The Ministry have stated in their note that there were no 
mistakes, due to malafides. The mistakes were mostly due to errors 
of judgement. In a few cases, however, the mistakes were due to 
carelessness or negligence. In all such cases the explanations of the 
officials concerned were obtained. In most cases they have been 
cautioned taking into account the absence of malafides and their 
general record. One appraiser against whom there were other more-
serious charges besides ,the committing of such 'errors, was removed 
from service. . 

2.16. The Committee note that. the number of mistakes detected by 
the Internal Audit DeplU1ment have been fairly large. Though in 
none of these case,malajide have been attribllted,a few of them 
have been attributed t~ carelessnes~ or negllJen.ce. The Com~ittee 
feel that cases involving serious irregularities ~lJe to carele~n~ ,or' 
negligence should be taken more seriowi notice of. 

2.17. Tij,e Committee asked whetherditferent interpretations of 
law by different collectors were due ,to lack of clear instructions 
from .the Bo~d. The cCh~an of the Board admitted -that there 
were some cases where, ~e Board's orders or rulings were, not 'quite, 
clear. . There were also some cases where the Boardrevi~ed their 
rulings when new facts came. to, light or new judgements of the High 
Courts 'and the Supreroe Court. were available. T;he witness urged 
that this was a contjnuous.proc~· and it was not possible to say at 
a fixed moment of time. thllt every interpretation was beypnd the' 
pale of doubt. Ask~if th~ewere any.cases where the Collectors 
did not carry out the orden- of the Board, the witness replied in the 
negative, but ,added that ~he Collector being a senior officer was 
~tit1ed to hold hi~own view. When in doubt, he also reported his 
dou'bts to. the Board. 

2.18. The Committee feel that most of the di1Bculties could be 
avoided if the instructions issued by the Board are clearly worded . 
avoiding any ambiguities or doubtful points. The Committee consi-
der it a matter' of ubnost unportance that the Board's instruetions in 
the matter of classification etc. are uniformly followed by all collec.-
tontes. 'They sugge!'f that the Board should also devise a procedUre 
to periodically verify and ensure that 't'hetr instructions are correetly' 
and' pi-ecl.sely caUTied' o~t by' all the coUector.tea Uniformly. 

·NotVetted by Audit 
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Short levy on Ships' stores-pa.ra 16, page 10. 

2.19. In para 22 (b) of the Audit Report (Civil) on Revenue Re-
ceipts, 1964 Audit had pointed out that different rates were being 
applied at different ports for levy of duty on ships' stores brought 
by vessels in foreign. trade reverting to coastal trade. Consistent 
with the provisions of section 37 of the Sea Customs Act, 1878 which 
is the Act concerned for this purpose, the relevant date to be adopted 
Should be the date of presentation of the Bills of Entry for the stores 
.and not the date of the vessels' re\rersion to the coastal trade. The 
Ministry of Finance had also agreed with the view. 

2.20. In an out-port (Tuticorin) where the duty was being assessed 
with reference to the dates of reversion of the vessels, it is estimated 
by Audit that duty amounting to Rs. 3'86 lakhs has been short levied 
in. 74 cases relating to the period from 1954 to 1962. The under-
:assessments have been brought to the notice of the Customs authori-
ties concerned. The Department has yet to compute and verify the 
.amount that has fallen due for recovery, and report the action taken 
for recovering the amount. 

2.21. The Committee asked for the reasons for the levy of duty from 
the date of reversion of the vessels to coastal trade instead of from 
the dates of presenta:tion of the Bills of Entry for the Stores. The 
Member (Customs) stated that it had been a long standing practice 
for shipping agents to present biDs of entry long after the vessel 
reverted from fOt'eign trade to coastal trade. In ,older days, when the 
nte of duty did not change so often. generally the rate was the same 
at the time of the reversion of the ship to coastal trade and the pre-
sentation of 'the bill of entry, and nobody seemed to have bothered 
which particular date should be taken into consideration. The prac-
tice had continued for years in other ports aIao. When the matter 
was brought to the notice of the Board, it was referred to the Min-
'istry of Law who advised that according to the law itself the duty 
was leviable at the rate prevailing on the date of presentation of the 
bill of entry. He further added that they were considering amend-
ment to th~ law or suitable administrative measures to see either 
that store list Itself was declared as bill of entry or the shipping 
companies 'were made to put in the bill of entry on the very day 
they entered the coastal trade along with the store list. 

2.22. In reply to a question, the witness stated that the Collectors 
were now c(lrrectly applying the rate of duty prevaiUng on the date 
of presentinr. the bill of entry. After the receipt of the Law Minis-
try's opinion on the 23rd March, 1964 orders to the effect were issued 
by the Board to all the Collectors on the 8th April, 1964. When the 
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C. & A. G. pointed out that the Board had earlier also issued orden. 
to the effect on 3rd November. 1959. the witness stated that that was· 
a letter issued to a private party in reply to its query, a copy of 
which might have been endorsed to the Madras Collectorate. But 
somehow, the collector had mistakenly assumed that in a case like 
this the rate prevailing on the date of the reversion of the . ship to 
the coastal trade. 

2.23. Asked to explain the reasons for delay of four years in pre-
senting the bill of entry by the parties, the Chairman of the Central 
Board of Excise and Customs stated that it was a procedural and 
administrative failure that the bills were allowed to be filed after 
three or four years. He added that in the particular case the Cus-
toms Department stood to gain in revenue because of the time lag, 
but there might be certain cases where items previously dutiable 
had been exempted from duty or the rate of duty had been reduced, 
resulting in a loss of revenue. The correct procedure was that ships' 
stores were kept under bond, and as soon as a ship reverted to coastal 
trade the bond was withdrawn and the goods became dutiable. The 
duty should have been paid at that very time at the prevailing rate 
as in the case of the normal bond. The law itself provided that pro-
cedure, but there was some misconception for which the Board was 
also responsible. It was now proposed, to cut the procedure beyond 
a 13hadow of doubt. The Board were awaiting the judgement in a 
case disputed by a private party in the High Court. 

2.24. The Comptroller and Auditor General referred to a Board's. 
order issued in 1881 laying down that where duty was found to be· 
leviable on ship's stores, the agent or master of the vessel concerned 
should at the time of entry at once be informed that the duty on the 
ship's stores was payable on receipt of the checked store list from 
the preventive section and should be asked to put in a bill for the· 
dutiable items. The Chairman of the Board admitted that there was 
administrative failure in these cases, but added that there was no 
loss of revenue. 

2.25. The Committee consider it unfortunate tbat in spite of a pro-
vision in the Act that the date of the bill of entry was the date which 
regulated the rate of duty to be charged, inoorred procedure of 
charging duty in force on the date of reversion of vessels to coastal 
trade was followed in some coUectorates for several years, without 
the knowledge of the Board. On a reference received from one col-
lector. the Law Ministry's opinion was obtained only in M'rch, 1964 
and circulated to all the collectorates in April, 19M. The Com~it
tee would like the Board to take due note of such CftireS of adminill-
trative failure. The Committee trust that correct procedure is nOW 
being followed in all the collectorates. 
2346 Aii LS-2. 
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2:%6. The main reason for t.. failure consists in the indulgence 

ah'owD by the Department to the ships in allowing them to file their 
bills of en,try in respect of ship's stores long after their reversion to, 
c:o!,stal trade. In para 29 of their Twenty-seventh Report (Third 
LOk Sabha), the Committee have strongly deprecated inordinate 
delays of four to five years, and in some cases even nine years, in 
filing bills of entry by the steamer agents and the Department's IU:-

quieseell~e in' allowing it. The Committee reiterate their earlier re-
commendations Bnd, deaiN dUat the proeedure should be streamlined 
as, early a,possIble; 

2.21. Asked about the latest p06ition of recovery of thp. duty 
amounting to Rs. 3'86 l.khs, short levied in 74 cases referred to in 
the Audit para, the Member of the Board stated that out of these, 28 
cases pertained to, one: party which: had ,,&<me to the' court, and the 
Board' was awaiting the judgement. There was an interim stay 
order against the recovery, of the duty short-levied. The party were 
contesting, the demand both on the ground of time-bar and the ques-
tion of law. Asked'if the parties CdUld not be prosecuted for not 
filin~ the bill of entry for three-f()Uryears and carrying contraband 
goods during this period the witness stated that the board had not 
looked at the matter in that way. 

2.28. The Committee, would like to ,know about the out~ome of 
the court case and about the recoveries made in these 74 cases re!!l f • 

lngto Tutlcori~ POrt.' They hope that' demands will also be raised 
in respect of any ot~er cases thot might have Ot"curred at Tutieorin 
Port during the period 1982--64. 

%.'29. The Committee 'would' also like the Board to examine the 
t'a~es where the plea' of' time bar ii taken ftom the point of view of 
ktanehlng 'proserution: 

2.30. In reply to a question the Member (Customs) stated that the 
BOlil'd bad written to the,ot~er Collectorates also to report any su~h 
case", The 74 cases reff!rr~ to,in ,the Audit para .con~erned Tut!-, 
cori,n, and there was apossihil,ity of some cases occurring i:n Madras 
and, Cochin, because the Bombay and' ,Calcutta Col1ectorates had al-
re~dy' been following the proc,' edure as cIarifie-d < by tlle B6~rd' in tHe' 
circular issued in Apz:il, 1964:: ' In reply to a qJlespon whether any 
enquiries had been made ,to ,liScertainthat the vario:us minor portS 
under the,jurisdiction of the Madras ExCise Collectqrate were follow-
ing:the correc~ procedwe, th~ Chair,m!U;i ofth~ Bo~;rd ~~d'thatthl9 
ha4' not~ QeeR $peciijc~.1y. ,ch~~:ked., , But, ttny mlstalCes made after' 
issue of the order in April; 1964 woU1d.have~caught'by'Intert1a!' 
Audit carried out at the Madras' customS. HouSe: 'nie Wttil~s 'lIdaM" ' 



thltt ships' trotn'lle11y' rWettM to co~tal trade at maJor ports ~d 'n"ot 
minor ports. ' 

2.31. The Committee h-.pe tIlat after ascertaining the position froid 
other collectorates and especiaU:v from' Madras aJld ~hm po,rts all 
t. whether there had been any C8~ of Uilder,-assessment before thtt' 
il!lllue of t~ order of 1964 ali a :resatt of fOiIlewtNg the iWcorred prC)i.'" 

ced1ue of charging duty infoi'ce Oift the dat."of :reve~MeIi of ships t., 
coastal tracie, necessary aetiOlW Wilf lie taIIea', to reto'ver the ~ 
TIley desire t1at the positiOil i:l't diiSreprd shcmld; also be verifle"" 
ia respect oimiaorpnttlt UDiAt· tIWe j'iWiscJictfetr oftlle MIttIras Cefttrif' 
Bseise COB-.et ..... i 

Non-levy of countenmiling duty on. Electric Motors-pQm17, page n. 

2.32. Consequent on the ifttroduc.:tion of a new item 73{21) in the 
Indian CUstoms Tariff, by the Finance Act, 1960, all "electric motors" 
imported became assessable to countervailing duty at the rates pres-
cribed under item 30 of the Central Excise Tariff. It was clarified, 
by the Government of India, in their letter M.F. (D.R.) No, 14/1/60-
Cus, dated 11th April, 1960 that an electric motor' which was sepa;-' 
rately impotted and assessed would be liable to countervailing duty 
even though its assessment might be as component part of a bigger 
article by virtue of its special shape, quality etc. It was found that 
at . certain Customs Colledorates (Cochin and Madras), electric 
motors separately imported alongwith related machinery but not 
integrally coupled with it, were not subjected to countervailing duty. 
On a reference by Audit, the Government of India clarified in May. 
(963 that the countervailing duty would be leviable on all motors if 
they are treated as separate articles for the purpose of assessment 
even though they might be assessed under item 72(3) or proviso to 
7~(3) as component. parts of machinery. 

2:33. On ~eit>t of the chiriflcation, Coehin cUstom House took 
8eti6n to recOVer the nan.l~ of C'OuJ'l'terV'aili1'lg duty (Rs. 13',88,32SY 
f:fy enforcing the ~nd9 a-Il"eady raiSed lit tne inst~ce Of Audit~' 
tn, the case of MaMa'S Cu!ifbm HbUse the practice regarding the noJ'l-
levy of eotmfetv'a'iltng duty em eJeetric rriotMs contftiued e\"en affer' 
!he issue of Govetntneftt of Iimla' ruling dated'18tb Ma-y, 1963'. ThI!F 
hmng~l\ -p<S11lt&d om by Audit. the cases of l1rtJ)Ortatfons tt~ 
M's:V, 1963 ortwaTds were b~g' teviemd for reco1Jt!ty actioh by tW 
Custom HouSe. 

2.34. The Committee asked the reasons fornon.levy of countervail. 
ing duty lly the- two Collectorates on electric motors ,which were im,: 
porteEi separately in spite of the Baird's order. issued in April, 1960 
and by another collectoraie even after the clari1ication issued in 
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May, 1963. The Member (Customs) stated that the position in this 
regard was not so simple and the Board had to issue clarificatory 
instructions about five times during the period 1960-65. The question 
that had arisen was whether an electric motor, irrespective of the 
condition in which it was imported was liable to countervailing duty. 
Confusion had arisen in various custom houses especially in Madraa 
Custom House. In the case of mechinery consignments, various im-
ported items like machines. electric pumps, boilers etc., were regis.-
tered in the Custom House as a part of one contract. The Madras 
Collectorate reported that the practice in 'that Custom House was 
based on ·the Board's earlier instructions that component parts of 
machinery falling under item 72(3) and other items which were 
essential for the first installation of machinery falling under proviso 
to item 72(3) deserved to be given a liberal interpretation. They 
took the view that so far as machinery contract consignments were 
concerned, these electric motors had to be treated a<; a part of that 
machinery and were, therefore, not"liable to any countervailing duty 
separately .. When the matter was reported to the Board they clari-
fied in December, 1963 that even in the case of imports of machinery 
against specific contracts, the sarne principle that electric motors. if 
they came separately, were assessable to countervailing duty even 
though they might be assessable to basic customs duty as a part of 
a bigger article. Since the receipt of the Board's clarification. the 
Madras Collectorate had been applying countervailing duty to such 
electric motors. 

2.35. The Committee pointed out th~t in view of the fact that 
the Board had clarified the position in this regard in April, 1960 and 
September, 1961, the Madras Collectorate should have made a re-
ference to the Board if they still had any doubt in the matter. The 
'Member (Customs) stated that that Collectorate felt no doubt in 
tM matter till this question was raised by the Accountant General. 
Madras in September, 1963. Until then, the Internal Audit as well 
as Revenue, Audit had been passing these electric motors without 
levy of countervaiLing duty, if these were a part of the machinery 
contract. . On receipt of the Audit objection, the Collector referred 
the matter to the Board for clarification in November, 1963, In 
reply to '8 question the witness stated that the Bombay and Calcutta 
Collectorates had been j.,ter;.reting the Board's instructions cor-
rectly. The Committee enquired whether the failure of the Madras 
Collectorate to levy countervailing duty in this case did not amount 
to disregard of the Board's instructions. The Chairman of the Board 
admitted that· the' Collector had no business to misunderstand the 
Instructions which were clear to the Board as well as to several 
other collectorates. But he' added that· in such· a . field, the B~ard .. , . .' 
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"eou.ld not generalise from the" particular or completely sti1le the 
initiative of the head ()f a "Department to raise a doubt .. In the pr. 
sent case the mistake arose because under the contract procedure 
as a special exception to the normal rule, if component parts like 
nuts and bolts were imported separately, two different rates of duty 
did not apply when these were part of a bigger article. 

2.36 Asked what action was taken by the Madras Collectorate on 
the clarificatory instructions issued by the Board in May, 1963, the 
1v1ember (Customs) stated that a copy of these instructions was not 
sent to Madras. This clarification was ·issued in reply to a point 
raised by the Accountant General, Kerala. When the Deputy 
Accountant General, Madras came to know about it, he took up the 
matter with the Madras Collectorate. 

2.37. Asked whether any reference was made to the Collectorate 
after receipt of the Audit para, the Chairman of the Board stated 
that the Board wrote to the Co!lector on the 27th November, 1964 
to explain the circumstances in which non-levy of duty had occurred 
in this case and whether any action was considered necessary against 
the officers concerned. The Collector had informed the Board on 
5th December, 1964 about the action taken to recover the duty short 
levied. As regards the action against the officers, the collector had 
stated that there was no case for any action against any officer of 
the Custom House nor had there been any deliberate delay in taking 
steps to remedy the position on receipt of the Government's clari-
fication of 21st December, 1963. 

2.38. The Committee are surprised how the Cochin and Madras 
Collectorates did not follow the instructions issued by Government 
in April, 1960, while other collectorates understoOd them correctly, 
particularly when the instructions were clear to the Board and other 
Collectorate. But for the omission being brought to the notice of 
the Ministry by Audit the under-assessment would have continued 
in the two collectoratea. The Secretary of the Department of Reve-
nue promised that the matter would be examined fully. The Com-
mittee wcfuld like to know the outcome of this examination. 

2.39. It was deposed before the Committee that the mistake in 
Madras Collectorate arose because of a special procedure already 
followed in the case of machinery contract consignmpnts under which 
component parts imported separately were not subject to two different 
rates. If so, the instructions issued in April, 1960 should have also 
clnrifted this aspect. In all cases where the Government instruc-
tions are likely to clash with earlier instructions, the matter should 
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be clarified beyond any doubt. It is abo repettable that ,a cop)' ., 

~'the clarifieatoryinstruc:tions issued in May, 1963 was not seat to all 
. the Collectors, with the result that the Madras CoUec:torate continued 
. the practice of non-levy of countervailing duty on electric motors till 
December, 1963. The Committee suggest that in all cues where the 
'Ministry issue clarifications on important points of doubt, copi .. 
thereof should invaria,bIy be circulated to all the collectors. 

2.40. In a note· (Appendix II) submitted to the Committee at 
,their instance, the Ministry have stated that in Cochin Collectorate, 
the recoverable amount of Rs. 4,84,486.53 had since been recovered. 
In Madra.s Collectorate, all cases which arose after 23-12-1963 were 
reviewed on the basis of the clarification contained in the Board's 
letter dated 21-12-1963. Countervailing duty was found leviable in 23 
cases. The total amount of duty involved in 17 cases, viz., Rs. 7,792.27 
has been recovered in full. The Custom House is taking steps to 
enforce payment in the remaining six cases also and the amount 
involved is Rs. 2,288.45. In so far as the period from 18-5-1963 to 
25-12-1963 is concerned, out of 862 cases reviewed, in 37 cases where 
countervailing duty was found to be leviable (amounting to 
Rs. 17,145.43), requests for voluntary payments were made as de-
mands were time-barred. Out of this a sum of Rs. 1,288.60 has been 
recovered. In 630 cases no duty was found leviable, 172 cases are 
peTlding receipt of requisite documents from the importers, and 23 
cases are under consideration. The Commit.ee would like to be in-
formed of the criterion adopted by the Madras Cu~tom House in 
deciding that no duty was found leviable in 630 cases. The Com-
mittee also hope that the pending cases would be finalised CArly. 

Electric Lifting Magnets-para 18, pages 11-12. 

2.41. In a Custom House. electric lifting magnets (complete for rail 
handling magnetic crane) were assessed to duty at 15 per cent under 
'item 72 (3), I.C.T., as component parts of lift'ng mechanism on the 
analogy of the ruling given by the Central Board of Revenue in 
l"eSpect of ~he circular lifting magnets. It was pointed out in Audit 
in August, 1961 that these magnetic cranes were capable of use not 
only for lifting loads but also for transporting them from one pllCe 
to another and the cranes w:ere, therefore, correctly assessable to 
duty @ 35 per cent under item 75 of the Indian Customs Tarift' as 
""mponent parts of overhead travelling cranes in accordance with 
the instructions contained in Board's letter No. 25/309/60-Cus. In, 
dated 19th June, 1961. This was omitted to be dane. On this being 
'Pointed out by Audit, the DepartmE'nt took the view that the 
Board's instructiODtl of June, 1961 were. rl!vised in February, 1963 -_ •.. __ .. _._-_._ ... _._--------------------

-Not vetted ~ Audit. 
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under which such imports were assessable not under item 75 of. the 
'Indian Cusfums Tanff but under item 72(3) or 72(6)~ andacco~ilY 
the original assessment was correct. The 'Board' revised its ruling 
in February, 1963 but the item under question was imported in July, 
,1961 when according to the instructions in fQrce at that tJme the goods 
should, have b~c;!n assesaedunc;1er item 75 ,of . the Indian CUStoms 
Tariff. By not doing so, there has been a loss of revenue ot 
Rs. 11,520. 

2.42. The Committee asked for the reasons for revlsmg tbe 
Board's instructions of the 19th June, 1961 regarding levying of 
duty on overhead travelling cranes. The Member (Customs) sta-
ted that originally the Board were of the view that since overhead 
cranes also moved from one'place to another these should be treated. 
as conveyance for the purpose of levy of duty. Later on second 
thoughts and on consideration of the representations received from 
public, the Board came to the conclusion that such cranes as were 
not manoeuvreable, whose range for moving from one place to 
another was limited. and whkh were really intended for not carry-
ing loads but for lifting loads should be treated as machinery and 
not conveyance. "Where it is intended generally to carry loads 
over long di.;tances, it should be treated as a conveyance." The 
Secretary of the Ministry stated that trouble arose because the 
Customs Tariff did not include any specific item like crane; it men-
tioned about only machinery and conveyance. Asked why cranes 
which had been imported for the last several years were not includ-
ed as a separate item in the Customs Tariff, the Chairman of the 
Board stated this aspect did not apply to only cranes. In the Cus-
toms tariff, machinery came under only one item and it was difft-
<cult to define various items. As a result of modern industrialisation, 
the tariff was becoming out of date. Government had appointed a 
Committee over a year ago which would go into the question as to 
·how far the present Customs Tariff required modernisation .. This 
Committee had submitted an interim report. They were going 
through international practices and trying to modernise the custotna 
tariff. 

2.43. The Committee asked how in the particular case referred 
to in the Audit para, the Board's ruling revised in 1963, regularised 
the wrong aSllessment made in 1961. The Chairman of the Board 
admitted that the audit point was correct and the Department's view 
.that .the original assessment was correct in the ~ght of the Board's 
.revised ruling of 1963 .was wrong. However, if a case remaiMd 
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-open till the new Interpretation was given, then party would get 
the benefit of new 1ntert>retation. 

2.44. The Committee regret to note that while making the assess-
ment, the Custom House disregarded the instructions of the Board 
issued in June, 1961 according to which being components of over-
head travellinc cranes (which were then treated as conveyance) 
eleetric lifting magnets were assessable to duty at the higher rate 
under item 75 of the Indian Customs Tariff. Although Audit point-
ed out the mistake in August, 1961, no action was taken to rectify it. 
What is more regrettable, the Board also tried to justify the action of 
the Custom House by referring to a subsequent ruling' issued in 
February, 1963 under which overhead moving cranes were treated 
as machinery and as such were assessable at the lower rate of duty, 
although this ruling could not be applied retrospectively to an assess-
ment made nearly two years back. The Committee hope that neces-
sary action will now be taken to recover the duty short levied in 
1961, before the issue of the revised instruction in February, 1963. 

2.45. The Committee are not at all impressed by the argument that 
only those cranes which carried load over long distance should be 
treated as conveyance. In the opinion of the Committee the defini-
tion of crane is well understood and there should be no difficulty 
on that account. 

2.46. The Committee are surprised that in spite of diversification 
of imports of modern macbinery and equipment in the context of 
industrial development in the country over the past several years, 
the tarift has not been suitably revised to meet the needs. Even an 
important item like crane has not been specifically included for the 
purposes of custom duty. They feel that most of the difficulties and 
complications in classification of goods can be avoided if the tariff 
is more comprehensive. The Committee are glad to learn that a 
departmental Committee is going into the question of modernising 
the tariff, and they hope that matter would be finalised as early as 
possible. 

Excess refunds allowed-para 19, pages 12--13. 

Sub-para (i) 

2.47. A consignment consisting of spare parts for Turbo-drills, 
square asbestos and truck trailer, vostock, imported in April, 1962 
WR5 allowed clearance under the "Note Pass Procedur~!'. As the 
importers did not produce the invoices showing the values of the 
truck trailer and the square asbestos, the goods were assessed on 
the basis of arbitrary valuation. The square asbestos was valued. a.t 
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Rs. 2,000 and assessed to duty under item 58(1) of the Indian CustomS' 
Tariff at 50 per cent ad valorem and truck trailer was assessed to. 
duty under item 75 read with 75 (19) of the Indian Customs Tarift 
at 35 per cent plus 12i per cent ad valorem on an arbitrary value of 
Rs. 1,50,000. In all, duty amounting to Rs. 86,294 in respect of the 
entire consignment was collected on Bill of Entry C. No. 8225, dated 
the 29th November, 1962. On 16th February, 1963, the c1earin~ 
agents, on behalf of the importers, preferred a claim for refund, ask-
ing for re-assessment of the goods, viz. square asbestos and truck 
trailer on their actual C.I.F. value. Again, on 22nd February, 1963, 
the importers filed a second claim embracing the earlier refund 
claim and also requesting the Custom House to < re-assess the square· 
asbestos under item 72 (25) read with 72 (20) of the Indian Customs 
Tariff at 10 per cent ad vawrem. The second application did not 
quote any reference to the first application. While on the one side 
the first claim was being processed by the Custom House; the second 
claim of the party was rejected on the 25th March, 1963 as unsubstan-
tiated as the documents in support of the claim were not forthcoming 
from the party. The first claim culminated in the issue of a refund 
order for Rs. 34,402 on 26th July, 1963. 

2.48. On 6th July, 1963, i.e. during the pendency of the first claim, 
the party filed an appeal against the order of rejection of their second 
claim and drew the attention of the Custom House to the fact that 
all the required documents had already been produced in connection 
with their first claim dated the 16th February, 1963. The party, 
however, produced attested copies of invoices, freight memo etc. In 
the order-in-appeal, the importers' request for re-assessment of the 
square asbestos under item 72 (25) was rejected, while the claim for 
re-assessment on the actual C.I.F. value was allowed. The result was 
that a refWld order for Rs. 58'300 was issued to the party on 9th 
December, 1963, which did not take into account the refund of 
Rs. 34,402 already granted to the party on the first application and 
enfaced on the bill of entry. Thus, the total refund granted came to 
Rs. 92,705 against th~ amount of B.s. 86,294 collected as duty. 

2.49. The overpayment was detected in audit and as a result, the 
sum of Rs. 34,402 overpaid to the importers was recovered. 

2.50. The Committee asked how a second refund was allowed in 
this case and whether no entry in bill of entry about the first refund 
was made. The Chairman of the Board stated that according to the 
proeedure gn entry was required to be made to the bill of entry as 
soon as a refund was given. But in this case the mistake occurred 
b~cause there were two claims of the party under consideration. The 
original bill of entry was endorsed, but being a Government bill it 
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'was split and put on a ~e. The Officer while passing the second 
refund did not send for the file. It was a clear case of failure ot 'the 
administrative machinery and there was no justification for the mis-
take. Asked how the Internal Audit Party failed to detect the mis-
take, the witness stated that they proposed to take action against the 
person concerned. 

2.51. The Committee take a serious view of the issue of double 
,refund in thh ease, which arose on account of (i) the omission to 
link up the papers of the second application with those relating to 
the first application and (ii) the failure to notice this omission even 

''by the internal audit party who pre-audited the bills before payment. 
'They would like to know the action takenagaind the persons con-
cerned. The Committee also desire that necessary investigation 
should be made to eliminate the possibility of official complicity andl 
or conspiracy. The Committee also desire that the Government 
should satisfy that the system relating to receipt and filing of refund 
applications takes adequate care against issue of such double refunds. 

Para 19 (ii) 

2.52. Three consignments consisting of "spares for Turbo-drills, 
, drilling equipment, steel balls, steel bearings, radiators", imported in 
April, 1961 were assessed to duty under the appropriate items of the 
. Indian Customs Tariff. On an appeal preferred by the importers, the 
:Collector of Customs passed orders for re-assessment of some of the 
goods as 'parts of drilling equipment' under foot-note to item 72 (20) 

, 01 the Indian Customs Tariff which reproduced a Government of 
India notification, dated 12th March, 1960. Accordingly the Custom 
House passed re-assessment orders which resulted in a refund. It 
was pointed out by Audit that the 'Government of India notification, 
dated 12th March, 1960 had already been rescinded by a subsequent 
:notification, dated 1st March, 1961 and under the revised notification 
,the correct duty leviable was 10 per cent sed valorem .as against 5 
per cent ,ad valorem mentioned in the earlier notification. The Cus-
tom House admitted the audit objection ,and .recovered the excess 
refund of Rs. 19,050. . . 

2.53. The Committee asked how the 'Custom Ho.use omitted to 
take note of the revised notification issued on 1st March, 1961 while 
re-assessing duty on some goods. The Member (Customs) admitted 
that this was an obvious mistake which could have been avoided. The 
goods belonged to. a Government Department, in case of which goods 
were assessed long after their import and these comprised. various 
items requiring reference to various books. In this particular case 

-the. book consulted was much older, and the person c.oncerned did not 



notice that the plltieularfoot-lmote 'had beeD -cal'lce1Jed.. When· 'the 
-Committee pointed out that such mistakes on the part0f Appellat'! 
'Collectors should be regarded as serious, the Chairman of the Board 
stated that it seemed 1:hlitin the case of 'Government stores, the Cus-
toms Officers did not always take pains, but if the· goods pertained 
to a private party, they took all pains while assessing them. But 
there was no excuse for such mistakes. 

2.54. The Committee are far from happy over the manner in Whlcb 
'Customs Tariff was maintained in the Custom House. The fact that 
the particular foot-note under item 72(20) had been cancelled escaped 
notice at three stages. First when the Appellate Collector passed 
orders on the appeal for re-a'isessment, he consulted an :ltd book, It 
is serious that the Appellate Collector was not po~ted with up-lo-date 
information regarding tariff. Secondly the omission was not noticed 
by the Custom Hou.,e at the time of making re.-asses,>mcnt. Thirdly 
the internal audit party aho failed to detect the mistake when they 
pre-audited the refund. The Committee feel that it is a strange co-
incidence that all the three agencies failed in detecting this. The 
Committee are surpri~ at the plea of Ministry that in case of Gov· 
emmentimpor.ts, the Custom Officers did not always take a!l pains as 
they did in the caSe of private parties. If such a tendency exists 
among the officers, the Cemmittee strongly feel ~ it needs to be 
curbed, as it not only reflects on the efficiency of the Department but 
also amounts to applying double standards to two types of assessees. 

Asked about the action tbken to ensure that the books in the 
Customs Houses were kept up-to-date, the Chairman of the Board 
stRted that the Board were putting up revised forms as a result of 
which such mistakes were less likely to occur. They were trying to 
keep an up-to-date tariff for future; formerly it was in a confused 
state. The Committee desire that the work regarding the revision 
of forms should he completely as earJyas possible and it should be 
ensured 'that inluture 'beoks iBihe ,Customs Houses lire kept up.to-
date . 

. Over-assessments-para 20, pages 13-14. 

Sub-para (I) 

:2.55. A consignment of 'Eight set up Trucks mechanically equip-
ped' was assessed to duty bya Custom House at 55 per cent ad 
'Valorem plus 78.25 per cent ad valorem under item 75 of the Indian 
~ustoms Tant! read with Uem 34(4) of the Central Excise Tariff. It 

. was pointed out by ~uQit thatth& rate ~o~ 78.25, per cent ad valorem 
was itself a composite rate representing both the basic customs duty 
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of 55 per cent and the countervailing duty leviable Wider item 34 (4) 
of the Central ExciseTari1f. 

2.56. The Custom House admitted the audit objection and refunded 
the excess collection of Rs. 1,19,040. 

2.57. Asked how the over-assessment occurred in this case, the 
Member (Customs) stated that the officer concerned while trying to 
simplify the method of calculation for others had added countervaiLing 
duty of 23.25% to the basic rate of Customs duty of 55% and put 
the figure as 78.25% but he forgot to score out 55%. When the docu-
ment went to the Accounts Department, 55% was added to 78.25% 
which worked out to 133.25 per cent. The assessee in this case was. 
also a Government party. 

2.58. The Committee consider the mistake as very unfortunate and 
hope that oflicers will be more careful in future. 

Sub-para (ii) 

2.59. Due to application of incorrect rate of Customs duty on It 
consignment of Universal Excavators imported in November, 1963, 
an amount of Rs. 70,972 was realised in excess in a Custom House. On 
the error being pointed out by Audit the Custom House admitted the 
mistake and refuJaded the excess levy to the party in July, 1964. 

2.60. The Member (Customs) stated that in this case the equi~ 
ment imported was intended for export later, in which case most of 
the custom duty had to be refunded as draw-back. Therefore, the 
officer did not send for the literature etc. to find out the function of 
the equipment and assessed it at machinery rate. Later, when it was 
pointed out by Audit, that it should be assessed at 15%, further litera-
ture was called for and the assessment revised. In fact, Audit raised 
the objection because in another case this equipment had been 
assessed at 15%. The assessee which was a private party, did not 
object to this assessment, possibly because the equipment was to be 
exported and the duty was to be refunded. 

2.61 The Committee are surprised over the perfunctory manner 
in which the original assessment was made by the officer without 
going through the relevant literature to find out the fWlcti.,ns of th& 
equipment. The fact that the equipment was to be exported and most 
of the duty was to be refunded does not justify the omission. The 
Committee desire that necessary instnlctions should be issued to all 
concerned that duty should be assessed and levied with full care and 
vigilance irrespective of the fact whether the same would be refund-
ed if and when the imported .tores are exported later. 



• 
2.62 The Committee reiterate the observation made in para 25 

'Of their Twenty-Seventh Report (Third Lok Sabha) that over-assess-
ment is· as much an irregularity as under-assessment and it causes 
undue hardship to public for no fault of theirs. Over-assessment also 
results from the same type of failures and mistakes as are responsible 
tor under-assessment. 

Loss of revenue resulting trom fraudulent alterations in Billa of 
Entry-Rs. IO,40,OOO--para 21, pages 14-15. 

2.63. In January, 1964, the Collector of Customs, Calcutta reported 
"to Audit a case of fraud where Government revenues had been 
-defrauded to a large extent by fraudulent alterations in the Bills of 
Entry. The fraud appears to have started in July, 1961 in respect of 
the imports of a particular company but later on was found to have 
been practised by 31 other importers as well. The next amount of 
customs duty defrauded in respect of J!'oods which ·had been cleared 
worked out to Rs. 10,40,000. The fraudulent alterations appear to 
have been made by applying some chemicals on the Bills of Entry 
~o as to alter the particulars regarding value, description and rate of 
duty. The alterations were made after the Bills of Entry had been 
appraised but before they were presented to the Cash Deptt. for pay-
ment of the customs duty. The full extent of the fraud was still 
reported to be under investigation. 

2.64. The fraud was facilitated b~cause of a loophole in the exls~ 
tng procedure in the matter of presentation of Bills of Entry for pay-
ment of duty and clearance of goods. Under the existing procedure, 
the clearing agent or the importer has a free access to the documents 
at all stages from their initial submission to the Custom House for 
assessment to the stage of final payment of duty and clearance of 
·goods. . 

2.65. When another type of fraud involving non-payment at 
customs duty of about Rs. 30,000 was committed by a clearing 
agent in 1954 by impressing faked cash stamps and forging 
initials of the concerned customs officials, Audit suggested to the 
Government that to safeguard against recurrence of such frauds the 
Bills of Entry should be despatched departmentally in locked boxes 
before payment of duty and clearance of goods. The Customs autho-
rities,however, did not accept the suggestion on the ground that 

this would lead to delay in clearance. Had this suggestion been 
accepted, the fraud now reported could have been prevented. 

2.66. In a letter addressed to the Central Board of Excise and 
Customs in March, 1964, the suggestion had. again beel'! m$de that 



a copy of the Bill to EntrY sh'ould be sent direet by the Appraisiflg: 
Department to the Cash Department so that when the importer pre-· 
sents the original of the Bill 01. Ehtry. it cotUd be verified by the· 
Cash Department with the copy sent by the Appraising Department,. 
before' accepting paYril.mt. By sUch a procedure airy risk in the 81 ... 
teration of the Bill of Entry before being presented to the Cash 
Department could be eliminated. The Central Board of Excise and. 
Customs have sta'ted that it w()uld be difflcri'1t to accept t111s sttggeS-' 
tion as it would cause delays in the payment and acceptance of 
duty. The Board, however, stated that the question of· devising . 

. suitable safeguards was under active consideration. 

2.6'1'. The Committee·desired to know whether the clearing agent· .. 
who made fraudulent alterations in the Bills of Entry was an autho-
rised agent. 'the Member (Customs), Central :Board of Excise and. 
Customs stated that the clearing agent was a regular and c.uthorised 
clearing agent licensed by the Custom, gouse but he had employed 
another man who was not authorised. The Bills of Entry and other 
documents used to be ·put in the name of the clearing agent. This 
unauthorised person was doing work on behalf of the clearing agent 
but his name was net approved by the Custom House. In reply to R. 
question. the witness stated that a(!Cording to the existing procedure, .. 
the authorised clearing agents were to submit the names of their em-
ployees dealing with custom documents to the Custom authorities. 
If the Cti~totn au!horftie~ had any objection to any person, then that 
man was declated petsb7&a-non-grata. 

2.68. Explaining the· background of the case the Chairman, Cen-" 
tral Board Excise & Customs stated that the clearing agent was' 
lieensed'and mimes dfsoble of hiserbiplbyees who clUne to the cus-
tom house and were engaged in customs transactions were known 
to the customs authorities. This gentleman (the person concerned), 
appa.retitly sat .in· tlie agent's office ~d Wrote out the bills of entry 
and thmgslike that. 1'h~ cri'stOm hOuse WtlS not aware of his exis-: 
fenCe till after tfu! Cas'; came- tti 1ight.Tlfl~ perSOn 'n!ver oorrei&i· 
ptmded direct with the cUstom hoUse as he was uStn~ the a~t'.'· 
Dlime all the time. In reply to aq-liestiOri, th~ witness stat!d thlit 
the clearing agent wasgwl'fy of breach of RUle 21 (f:hurted under' 
the Sea Customs AN) because th~ clearing agettt had not- inform~ 
th~ Custom auth.dtltieS about theem.})loythettf of tIlfs u.natdhofistd· 

pei'sOn. The wiltn~ added thEit tM exiMenoee of this unat1tWoti~tt· 
person and his utdlui'horiSed operaUons carrl~ to ·th.eirlmdWlerdJt~ 
only after. the fraud. was detected. and the ,houses of the clearjng 
.agent were seareh~. ~. witness added that provision of RUle 2. 
-of the Rules was b91hg followed tf1 all CustOms gouses. 



2.69. The Committee woula like the Government· to look carefull)-· 
into the breach of Rule 21 by the clearing agent involved in this. 
case and inform the Committee of the action taken against the agents 
fOr this breach of the Rule. They would also like that a review of 
the functioning of all the Custom Houses should be undertaken tt' 
ensure that similar cases of breach of Rules do not occur anywhere ' 
else. 

2.70. The Committee pointed out that according to the report of' 
the Collector of Custom this unauthorised person belonf.!cd to an-
other agency Whb were unauthori~ clearing agents. The Corn.;. , 
mittee enquired whether unauthorised agents also dealt with the 
CustomHouse. The Mem.ber (Customs) stated that the person con-
cerned who controlled the other finn (unauthorised clearing agents) 
was really the man behind- the authorised clearing agenrts. The 
person utilised the name of the- aut}iori!eid 'clesnng' ag~nts to put ift 
all the documents. The Chairman; Board of Excise and CustdttlS 
stated that officially tin this case was detected, the custom hottse" 
or its staff were not aware of the existen-ce of this unauthorised ma.n 
and the firm of which he was the proprietor. The mere fact that 
the Collector had reported that he was an' unauthorised clearing, 
agent showed that he could not have operated in the Custom Houst'.. 
because only authorised clearing agents were expected to operate 
in ,the Custom House. After the case was detected, it appeared' 
that this man had been operating in an unauthorised manner. The 
witness added that according to his impression this man had per-
sonally no direct contact with the officers of the Custom House. 

2.71. Explaining the procedure of the submission of bills of en~ry. 
the' witness stated that first the representative of the clearing agent. 
filed the bill of entry with three copies. That was noted. Then it 
was taken to the Appraising Department., There it was scrutinised 
and assessed. Then it was taken tQ. the Cash Department where the' 
duty was paid.. Then, at the fourth stage, it was taken by the rt. ... , 
presentative of the agent to the dock and the things were clearerd~ , 
This fraud took place between the second and the third stages: 

2.72. Describing the ci~stances under which this fraud took 
place, the witness said that the representative of the clearing agent 
had. to present three copies of the bill of entry, the original, dupli-
cate and the triplicate. They were supposed to be ident~cal copies. 
He temporattly kept thf! original and' duplicate of'the Custom House-
copies., The" triplicate served' as' a receipt fot the oWlter. Having: 
assessed themiat a certllin'valUe and at a certain rate all the three 
cOpies were handedlb1:ek'to hindor presentatiim;to the Cash Depart;. 
ntentfor:paynlent'of mohey: In'that'protess 'whett he got back ibe-



ocopili!s somehow he was altering the first two copies and giving a 
:figure which was different from what was originally mentioned 
there. With that he paid an amount of duty which was less than 
what was originally there. In the third copy he did not alter ths 
amount. So, from the importer he was getting the full money and 
pocketing it. One copy went to the Statistical Department. which 
published certain statistics. They noticed the discrepancy between 
the second copy and the first copy and that wa!l how the difference 
.<:am.e to the notice of the authorities and the investigation startfld. 
The witness admitted that the fault was in the existing 
procedure of returning these document& to an interested party to 
serve as a messenger between branches of the custom house. The 
witness stated in reply to a question that the time lag between the 
.atages varied from time to time depending upon the circumstances. 
The Conunittee enquired whether at the time of appraising, the 
Appraiser, beSides putting certain remarks on the bill of entry 
made a note of it somewhere else also. The witness replied in the 
negative. The witness admitted that once the bills of entry had 
been appraised, they were in the possession of the clearing agents 
and the custom authorities did not know what had been appraised. 
The clearing agents were free to manipulate the document:> as and 
when they .liked. Asked if the whole appraising and depositing sys-
tem prevailing in the custom houses was not defective, the witness 
'stated that "in that strict sense I agree that it is defective". The 
witness stated that whether it would be a real improvement not to 
let the documents fall into the hands of the clearing agents at all 
was more a practical question. Theoretically, he entirely agreed 
that it was a dangerous thing and the possibility of fraud and mani-
plllation always existed. He added that "from time to time, there 
have been cases of this type". . 

2.73. In reply to a question, the witness stated that the cust.om 
house was a public place and anybody could go there without a 
pass. Asked. ab~ut the sanctity of the clearing agents giving names 
as their authorised representatives in that case, the witness stated 
that according to llw two thlngs were required to be done in this 
~nnection. One was that either the owner himself could do all his 
transactions in the custom house or if he employed an agent. that 
agent had to be identified. The question of trust worthiness or 
other things did not come in there. The other was the professional 
clearing agents whom the custom houses allowed to function. These 
p:rofessional clearing agents were fonnally recognised by th~ cus-
tom house, licensed by it and governed by certain rules. . In theiJ 
case, they did not have to sign the bill of entry because the bill 0 
entry contained certain declarations. So the formal authorisec 
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~learing agents had been licens.ed by the custom house and the) 
could sign the bills of entry on behalf of the owners. Therefore, 
legally they acquired for this limited purpose, the status of owners. 

2.74. The Committee enquired whether. the names of representa-
tives of the authorised clearing agents were circulated to all the 
appraisers. The witness repUedin the negative. In reply to a ques-
tion, the witness stated that according to the procedure, the re-
presentative of the agent carried with him a pass containing a photo-
graph also. If there was any doubt, he could be challenged. In 90 
per cent of the cases, probably the people were known to the 
officers. Ii· '.11HI 

2. 75. While the Committee appreciate that Custom House is • 
public place and it is difficult to have the entry of all persons wh. 

cOme there for various purposes regulated, they need hardly em-
phasize the desirability of introducing some checlt on representa-
tives of clearing agents, etc. so that cases of impersonation or re-
presentation by unauthorised persons which have dangerouli possi. 
bilities could be avoided. They, therefore, feel that first of all the 
procedure for the representative 9f authorised agents c.,ry;ng passel 
with their photographs should be strictly followed. Secondly, the 
names of representatives of the clearing agents should invariably 
be circulated to all the Appraisers so that in every case of doubt 
they could check up the list and insist on the production o[ passes. 
If the system of photograph pasleS is insisted upon, it would be 
possible for the cashier also to identify the authorised representa-
tive, if necessary,.at the time of payment of Government dues. 

2.76. The Committee desired to know the details as to how this 
case came to their notice. The witness stated that in September, 
1963 in the Statistical Department of the custom house they saw 
some discrepancies between various copies of a bill of entry and 
they brought it to the notice of the Asstt. Collector. It was found 
that the bill of entry had been put in the name of particular finn ef. 
dearing agents. When the custom authorities had discovered the 
discrepancies, all the past bills of entry presented by this particular 
firm were traced. When they were making these enqniries with 
this firm they found that the finn in question were lending their 
name to another person. This man was perhaps gettin/{ blank 
forms of bills of entry from the firm and doing the needful iIi ~etting 
hold of various importers, filling in the normal way, gettlng it 
signed by the firm and having them presented by the tlrm of clear-
ing agents to the custom house. The witness added that i~ seerr.ed 
that this clearing agent was only a namelender. The COI!lmitte~ 
2346 Aii LS-3. 
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pointed out tluit if it was So, then the person actually comin/', to 
the custom house must be the same unauthorised person. The wit-
ness stated that the personS who presented the papers to the eus~ 
tom house were some authorised representatives of the clearins~ 
agent. They did not know who were those nersons because the SPE 
was now handling the case. The witness added that the case was 
handed over to the Calcutta Detective Police and then to SPE. The 
SPE had completed their report and would be filing a complaint 
shortly. In reply to a question the witneSs stated that six people 
had been arrested. 

2.77. The witness proJl\ised to examine the procedure which 
existed in the custom houses vis-a-vis the clearing agent, i.e., 
'Whether unauthorised persons could come and pose themselves as 
representatives of certain authorised clearing agents. 

2.78. 'I1U! .ttention of the witne. was drawn to the contents of a 
letter dated 4th. March, 1965 from the Collector, Custom Hou~, 
Bombay; that . the information was received by the Customs Hous. 
taat a syndicate unauthorisedly operating as clearing ,agen1s with 
the assiltanee of some elearing house agents and the clalalB batt 
evaded euatoms duty by tampering with quantities declnred in the 
bill of entl"y. 

2.11. In the light of it, the Committee pointed out that this Bys-
~ of unauthorised cleartng agents operating under the umbrella 
of authortaed clearing agents was not entirely uncommon. Thf' wit-
ness stated that out of the total number of agents operating, this 
was a very small minority. Ano'ther representative of the Minis-
U'y stated that the poS$ibUity of this sort of thing happcnillR wall 
known to them even before 1961. In 1937 there was a case 'Where 
this sort of thing happened. In that case the rubber slam p of the 
cashier was forged. The witness admitted that the possibility of 
this type of danger existed in the system that they followe.1. The 
other poUlt was that the number of clearing agenta was limited. 
Some of them earned good commission. There were people who 
operate behind the scene. But there were not many people of this 
type. Government had discussed several times whether this practice 
of handing over the documents to the Agents which had been going 
on should be stopped. They found that the speed with which they 
1irere required to opel'Ilte and the volume of work which they had 
1x> handle would suffer if they tried to get control over the entire 
documents as soon as they were pre!lented to the custom house. 
lh'en if Ule custom houses \W're to take full custody of the documents 
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~een the time it was presented till it was ultimately cleared, the 
poMibilll1 of a collusive :fraud would still exist. This could not be 
ruled wt. 

: 2.80. The ChJlinnan, Central Board of Excise and Customs statecl 
that they were experimenting with the system where the need or 
returning the bill of entry would be elimina.ted and they wanted 
to see if the work paying the money to the same ca1.h Branch eouid 
be decentralised. The other direction in which improvement in the 
system could be made would be to ensure that one copy of the docu-
men.t went through official channel SQ as to enable comparisun being 
made. The third thing for which sanction had already been iss\ICd, 
was to have pinpoint type-writers so that deletion or era::;emenl be-
came mGre difficull 

2.81. The Committee enquired why the su.gge~tion of Audit made 
iD 1954 and again in 1964 in this connection was not accepted. The 
Chairman, Central Board of Excise & Customs stated that Audit's 
suggestion was that all the copies of the Bill o~ entry should move 
departmentally. Bills of entry not only go to the Cash Branch but 
they move from point to point; sometimes bills of entry have to be 
returned to the importer for some reason or the other. Au.:iit sug-
pstion was that it should be put in a lock~d box and sent to the 
Cash Braru;:h. Tkeoretically it was a good suggestion but practi~ 
cally what happened was that in the cash branch 3,000 to 4.000 bills 
of E!l1.try accumulated over a period of time. When the man was in 
a pDsition to pay the duty and would come to claim the bUl of entry 
for the payment of duty for the cash branch to sort the bills oC 
entry ou.t and pick out the right one at the ri.ght time woulci 110t 
only add to work but Would certainly delay the process of payment 
of duty arul ultimately the clearance of goods. The Committee 
pointed out that one copy could be sent to tho cashier from the 
appraiser and one copy could be given to the customer. The wit-
ness stated that in the cashier's office one bill of entry of a particula!' 
date would get mixed up with somebody else's bill of entry of ten. 
days earlier. There were 'also dangers of mi.splacoement and of loss 
within the custom house. Therefore, the suggestion might not be 
practicable or realistic. A businessman or the clearing agent had 
the incentive to go to the cashier because dela:; meant mon~tary loss 
to him. If the copy was given to the cashier then it would give an 
incentive to petty corruption. The cashier would ask the party to 

pay something for locating his papers. This was unolher reason f,)r 
not accepting .this procedure. In reply to a question, the Secretary. 
Ministry of Finance (Deptt. of Revenue & COflrtiinntion) stated that 
with the most sens~t.ive part, cash, there wai always a temptation 
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and possibility of tampering with the figures. He added that f'\hJs 
is one thing on which we propose to set right t.he procedure". The 
witness also stated that they must actively pursue the suggestk>. 
about the direct transmission of the documents to the cash delXJrt-
ment without going through the clearing agent or his representa-
tive. 

2.82. The Committee enquired whether in this case the importers 
were also benefited or only the unauthorised man and the clearm., 
agent. The witness stated that the importers were also cheat. The 
full amount of duty was recovered from them but only a part wu 
paid to the customs. So the importers were not the beneficiarIes in 
this case. The Committee enquired the number of importers who 
were concerned in this case and the total amount involved. The wit- . 
ness stated that the number of importers was 30 or so and the amount 
was a little over Rs. 10 lakhs. The Committee desired to know 
whether inquiries were made in this custom house or other custom 
houses in respect of other clearing agents. The witness stated that 
the Director of Inspection had himself gone and made sample surveys 
of the custom houses. Apart from the case in Bombay, there were 
two or three cases. 

2.83. The Committee regret to observe that the fraud had take. 
place in this case due to defective procedure of presentation of bills 
of entry for payment of duty. The Committee also learnt durin, 
evidence from the ChaiJ1llan, Board of Customs and Central Excise 
that as early as 1937 a case of fraud in payment of custom duty 
came to their notice. In another case a fraud involving non-paymeat 
of wstom duty was brought to the notice of the Deptt. in 1954 as 
a result of which Audit suggested to Government certain measures 
to prevent recurring of such cases. Again in 1964, Audit made 
certain other suggestion as a result of this case. The Committee 
regret to note that in spite of these cases no effective system was 
devised to eliminate their occurrence. 

%.84. They are also surprised to find that once the Bills of Entry 
had been appraised those were given to and remained in the posses-
sion of clearing agents and the customs authorities did not have any 
means to check or detect any alteration or fraud. The clearing agents 
were free to manipulate the documents if and when they liked. It 
reveals that the whole appraising and depositing system prevailiR, 
in the customs house is defective. . 

2.85. The Committee would like the Central Board of Excise and 
Customs to adopt such a procedure early whereby the chances of 
perpetrating frauds of the type mentioned in this ease as also ia 
other cases mentioned in evidence could be eliminated. 
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2.86. The Committee enquired as to when the Calcutta and Bombay 
customs cases were referred to the SPE. The representatIve of the 
eBI stated that the Calcutta case was transferred from· the Calcutta 
police to the SPE in Sept., 1964. The records were received in 
November, 1964 and it was registered in the SPE on 30-11-64. The 
Member (Customs) added that the B<;>mbay case had also been 
referred to the local SPE there. Presumably they had not yet sub-
mitted a report to "Delhi. Asked what progress had been made in 
the Calcutta case the representative of the CBI stated that the 
investigation was completed in June, but the opinion of GQED was 
received in September. He added that the final report was being 
examined by the prosecution branch in Calcutta and it was expected 
to be received from them in a fortnight's time. 

2.87. In reply to a question whether the person involved in this 
case was in collusion with any customs official and whether his 
previous record was also checked up, the witness stated that no 
final opinion could be given till the detailed report had been examin-
ed. He added that the previous record had nat been gone into as 
It had no evidentiary value. 

2.88. The Committee desired to be furnished with a note about 
the Calcutta and Bombay cases indicating the stage of investigation, 
the steps proposed to be taken, the persons involved and the extent, 
if any to which there was collusion between the Customs officials 
and the clearing agents. 

2.89. The Committee find from the written note furnished on the 
investigation conducted by the SPE in this case of fraud relating to 
Customs House, Calcutta that investigation had been completed and 
that a charge sheet for prosecution of the culprit was to be flied in 
court. shortly. They hope that Government will now take all action 
bacluding changes in procedure that nuty be called for, without delay 
so that all the custom authorities 8l'e abJe to implement them quickly. 

2.90. They would also like to be infonned of the action taken 
against officials involved in the case of Calcutta Customs Deptt. 

2.91 The Committee also learn from another note furnished by 
the Ministry of Finance (Revenue) that a scrutiny ef Bill!'; of Entry 
filed during the past two years in the Bombay Custom House by the 
clearing agent involved in a case of fraud relating to Rs. 20,000 
detef'ted bv Internal Audit. has revealed 3 cases of short or non-
payment of duty totaUing Rs. 41,802.73. The Cases are stated to be 
1IDder investigation. The Committee would like to be appraised of 
thl" results of these investigatiollS through future Audit Report. 
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LoIs em account of WMrtGg6 charge. paUl to the roU~'" 

22, pages lS-16~ I 

2.92. During 1963.fJ4, wharfage charges Ulounting to Rs. 10'. 
lakhs were paid by a Custom. House to the railways in respect of con.-
flscIated' and abandoned goods left in the cu.9tody of the railways. 

2.93. The bulk of this amount viz., Rs. 9,43,740 represents wharfage 
charges for 227 ron1lscated items. The year-wise break-up of these 
items together with the wharfage paid are indicated below: 

Year of confiscation No. of items Wharfage paid to RailwaJS 

I9SI 24 1,28,245 
1952 44 5,62,340 
1953 19 73,50 3 
1954 49 95,395 
1955 79 48,5 12 

1956 9 5,747 
1951 3 29,998 

TOTAL 227 9,43,740 

2'94. It was observed that the Department had not maintained 
proper records to show the value of the goods for which the wharfage 
charges were paid. The sale proceeds realised by the Customs 
Department on auctioning these goods fetched only Rs, 1,15,205. Hl\d 
the Department made timely arrangements for storing, the goods 
in a hired godown, the accumulation of wharfage charges could have 
been avoided and the Government would have realised better sale 
proceeds in auction, Further, the process of adjudication and subse-
quent disposal by auction was also lengthy and delayed, resulting in 
a certain amount of deterioration in the quality of the goods and the 
consequent reduction in the sale proceeds. 

2'95. The Committee desired to know the cirC\tmstances under 
which the Customs Deptt. had incurred avoidable expenditure of 
nearly Rs. 101akhs on account of wharfage on goods confu!caled and 
left with the railway authorities for more Ulan five years ... ~ 
Member, Excise stated that this related to the customs stations on the 
Punjab border. After the p~ition of the country in .1947, certai~ 
land customs stations were establlshed on the Punjab border, four 



at Atari rail, Amritsar, Abohar and Khem Karan. A member of 
consignments which came there either for export. or import into India 
seemed to have been abandoned. Nobody appeared to ftle any 
documents for them. In respect of these consignments several 
questions had arisen like whether the railways should have taken 
over those consignments or the custodian of Evacuee Property wa~ 
the proper person to take over these consignments, whether the 
customs law should have operated in respect of these consignments 
etc. These discussions went on for considerable time. In the mean-
time, the goods remained in charge of railways. Eventually, these 
goods or such of them as were not destroyed earlier were taken over 
by the customs and adjudicated upon and contiscated. 

2.96. The Committee enquired why 24 items which were confiscated 
in 1951 were not disposed of. The witness stated that after the con-
fiscation by the customs, the goods were in the custody of the 
Railways and they were to be handed over to the Customs for dis-
posal. But the Railways wanted the wharfage to be paid to them 
before the goods could be released to the customs for disposal. This 
was the bone of contention and it went on for several years. They 
had a number of meetings with the Railway Board at the Centre Q 
wpll as at Amritsar with the DiviSional Superintendent and other 
people. This caused delay in the disposal of the goods. A number 
of meetings were held and the matter was settled in 1957. The Com-
mittee enquired that when 24 items 'conftscated in 1951 remained with 
the Railways from 1951 onwards, why they were disputing the 
question of payment. The witness stated that the customs would 
become responsible for payment of wharfage only after confiscation 
of the goods and from the date on which the goods were kept under 
the charge of the Central Government. The Railways were contend-
ing that the customs must pay the entire charges from the date the 
goods were lying with them. 

2.97. The Committee enquired whether the Railways wanted the 
wharfage charges from the very beginning whereas the customs were 
prepared to pay from the date of confiscation. The witness stated 
that they were not prepared to pay at all as after confiscation 
the Railways refused to give them the goodls fOf dispoaal. saying 
that they must pay the wharfage charges. The Committee enquired 
when the goods were in the custody of the Railways then how those 
goods were confiscated by the customs. The witness stated that the 
confiscation was a notional thing. The Committee pointed out that 
if the confiscation w~ notional even after 1951, then the Railways 
were right in claiming the entire charges. The witness stated that 
it was notional in the sell$E! t~t the goods were not in their 
possession. 
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2.98. In reply to a question, the witness stated that against the 
wharfage charges of Rs. lO·S51akhs, the realisation was Rs. 4·181akhs.' 

2.99. Explaining the whole case the Chairman, Board of Excise and 
Customs stated that the impression that these were imported and 
dutiable goods was not quite correct. Most of them were goods 
which the people evacuating from India to Pakistan brought as, 
household luggages. These people came upto Amritsar, then left 
them on the railway platform and went across. As a result of 
triangular discussions between the Railway Board, the Central Board 
of Revenue and the Custodian of Evacuee Property, it was decided 
that they should be confiscated by the customs on a technical ground 
namely, that these were to be exported and required an export appli-
cation to be filed. But since the export application was not filed, the 
,oods were liable to confiscation under Section 7 of the Land Customs 
Act. In Amritsar it was not possible to hire any private godown. In 
Barmer, they were able to hire a godown in the town and put the 
,oods in the hired godown. The delay between the actu-
al obtaining of the goods and the actual disposal and con-
fiscation was due partly to the fact that they could not 
locate the owners in some cases and partly because they 
had to serve notice and all that. But the delay between con-
fiscation and auction was attributable to a certain extent to the fact 
that the question WIlS being debated as to whether these wharfage 
charges were payable at all by the Customs Deptt. since they had 
not officially or formally intercepted their movement to Pakistan. 
The question was also considered whether the Railways should 
auction it themselves. But ultimately they thought that because of 
the possible lien on evacuee property later on, it was better and safer 
to have some sort of confiscation to stop future claims. The Com-
mittee pointed out that the Customs Deptt. paid Rs. 1,41,]99 as' 
wharfage charges for 459 bags of cement while the sale proceeds. 
realised were Rs. 100. 

2.100. The Committee desired that a note might be furnishea 
stating (a) the reasons for delay in disposing of cement which is a 
perishable commodity; (b) the partiCUlars of the parties involved 
(whether they are Indians or Pakistani) and (c) whether the goods 
were coming in or going out of the country. The Committee also> 
desired to be furnished with a note stating the reasons for delay in 
diaposal in respect of other items for which whariage of more than 
Ba. 10,000 was paid on a single item and a statement showing th~ 



number of confiscated wagons which came from Pakistan and the-
goods carried by them. The information ·furnished by the Ministry 
is at Appendix m. 

2.101. The Committee are constrained to find that goods which 
were confiscated in 1951 could not be disposed of till 1957 due to lack 
of understanding between Railways and the Customs Deptt. This: 
resulted in a heavy amount of Rs. 10' 85 lakhs being paid by the 
Customs Deptt. on account of wharfage on goods and loss on account 
of less sale proceeds realised by the Customs Deptt. on auctioning. 
the confiscated goods as the goods deteriorated while lying with 
Railway for years together. This is borne out 'by the fact that 459 
bags of cement when auctioned after the period of about six years 
fetched only Rs. 100 while wharfage paid on them was Rs. 1,41,199. 

2.102. The Committee feel that had timely action been taken in 
disposing of confiscated goods the payment of a huge amount of 
wharfage would have been avoided and also better prices could have 
been realised in disposal. The failure of the two organisations of 
Government to come to a settlement for so many years is indeed 
regretable. 

2.103. The Committee are unable to appreciate the indifference 
shown by the Customs Deptt. in dealing with this case. In their 
opinion, even if the Customs Deptt. had constructed a godown to. 
s1t<l'e fhe goods the cost of construction of god own and maintenance, 
charges would have perhaps been less than the wharfage paid to' 
Railway. They trust that the Customs Deptt. would benefit by the 
lesson learned in this case and avoid recurrence of such cases in 
future. 

Disposal of confiscation goods-n<>n.-submisS'ion of accounts in proper' 
form-para 23, pages 16-17. . 

2.104. In a Custom House, prior to October, 1960 the sale of confis-
cated goods used to take place periodically, in single or mixed lots' 
casewise. The disposal of such goods could be checked with the 
help of the sale lists and the cross verification of the correspondi!lg 
items entered in the registers of original entry was also possiiolle. 
However, from October, 1960, due to a huge accumulation of such 
goods in the Custom House a new procedure for their disposal was 
evolved under which identical goods relating to different case files-
were combined into large lots for facilit81ting bulk sale. More than 
Rs.5O lakhs worth of confiscated goods were disposed of between 

-Not Vetted by Audit. 
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October 1960, and March, 1963 as detailed below after the illtroduc--
tion of the revised procedure: 

Sale proceeds for the period from October, 1960 -to March, 1963: 
By aucti9n sales Ra. 36,62,398.90 
By retail sales and by private negotiation .. RI. 22,48,331. 91 

Rs. 59,10,730'82 

2.105. A scrutiny of the various docwnents relating to the trans-
.actions revealed that with the change in the procedure for disposal, 
no corresponding changes in the method of maintenance of records 
had been introduced. For example no item-wise store account or 
stock register with properly varified opening balances was opened 
from the crucial date and no arrangements for keeping systematic 
.cross references between the respective seizu.re case files, the initial 
goods registers and the documents showing the disposal of such 
goods were made. As a result the particulars recorded in the sale 
lists and vouchers could not be correlated with the individual entries 
in the various registers of original entry. 

Without such correlation it was not possible for audit to know 
the stocks on hand stocks sold and the opening balance of such 
stocks as on a given date. The defects were pointed out and the 
Custom House was requested to link up the various registers and 
documents relating to the disposal of the goods properly and bring 
the accounts up-to-date so that Audit might be in a position to con-
duct systematic and methodical check in regard to the transactions. 

2.106. After protracted correspondence, the Custom House has 
since intimated that it was not possible for them to correlate the 
transactions for want of old files etc. and that the reconciliation of 
accounts had become a difficult task. Thus, accounts of confiscated 
goods worth about a crore of rupees could not be checked in audit 
due to non-maintenance of proper accounts. 

2.107. The Committee enquired whether it was possible to corre-
tate the entries in the register-made at I the time of the seizure of 
goods with the entries made at the time of their disposal The 
witness replied that there was no written procedure in existence 
until 1955 ahout how to correlate the goods which were confiscated 
and the goods that were sold. The procedure introduced in 1955 was 
.lightly modified in 1961. In 1960 it was decided, as a matter of 
principle, not to sell lUXury goods and other consumable goods which 
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were of a hiah value by auction as it was leading to eertain mia-
chievous practices. On an experimental basis in Calcutta, ill 
addition to the other bulk goods which used to be 
sold by auction, they opened departmentally retail shops 
and started selliug these things. There waa tremendous pressure oa 
the custom house, which was anxious to arrallge quick sale of the 
goods directly to the customer. What the officials should have done 
was <that as they picked up each item from each file and put them in 
the register for sale, when the whole lot was sold they ought to have 
entered that so much from one file, so much from the other file and 
110 on had been sold. They did that in the beginning but. as thi8 
experiment succeeded the officers concerned became more and more 
enthusiastic about it and they thought that the speedy disposal of 
the goods was more important and the linking up between the 
receipts and sale could be done later. In this way this problem 
arose. Most of the files, register and sale vouchers were there. 
The witness added that they were successful in linking up most of 
them. Outstanding balance was only Rs. 1,19,155. They had put in 
some more staff and they hoped to corelate the rest. So an attempt 
had been made to rectify the ommission after being pointed out by 
Audit. 

2.108. The Committee regret to note that u.,"saIe of goods was 
not done systematically. They hope that the remaining items would 
be reconciled soon. The Committee cannot help feeling that in the 
absence of such correlation there is no check at all on the sale of 
confiscated goods and the entire system becomes faulty whatever 
be its other merits. The Committee cannot overstress the import-
ance of following correct accounting procedure to avoid the possi-
bility of malpractices. 

2.109. The Commi1:itec desired that a note might be furnished 
showing the details of confiscated goods valuing mor~ than Rs. 10.000 
in each case lying at the Bombay. Calcutta and Madras Ports, which 
had not been disposed of for a period of more than 18 months. In 
the C8$e of the items for which there was no appeal or revisiou, 
petition, conft.scated articles which had not been disposed of for a 
period of more than 6 months might be indicated. The information 
furnished by the Ministry of Finance {Department of Revenue) is 
given at Appendix IV. 

2.110. The Committee note from the statement furnished by the 
Mi~stry that there are a large number of cases where goods confis-
cated during the period 1961 to September, 1965 in Born'bay, Calcutta 
and Madras Custom Houses, have not yet been . disposed of. They 
desire that these cases of. consftcated goods should be pursued 
vigorously ~tha view to expedite their disposal. 
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2.111. The Committee enquired about the arrangements which 
were made for the storage of confiscated goods particularly the 
valuable goods like diamonds. The witness stated that in each 
custom house there was a strong room in which diamonds etc. were 
kept. They took as many precautions as were possible to see that 
there was no substitution. Generally, the practice was that when 
diamonds were confiscated, they were sealed by the seizing officer 
and the signature of the owners of diamonds were also taken. An 
inventory was taken of them and they were kept in the strong 
room. In reply to a· qu~ion, the witness stated that if they were 
not confiscated abSQlutely and the goods were going back to the 
owner, the seal was opened in his presence; if, however, the goods 
were confiscated absolutely, the erstwhile owner could not come in 
the picture at all. The Committee enquired about the steps takfm 
to prevent substitution. The witness stated that apart from security 
luard the strong room itself was subjected to a double lock system. 
The very valuable goods were kept into separate receptacles and 
sealed. Practically a treasury kind of procedure was adopted. 

2.112. The Committee desired to know why the confiscated goods 
were sold by private negotiation. The witness stated that normally 
diamonds were sold by private tenders. Their experience was that 
in auctions invariably rings were formed and the bids were rigged 
bid". Therefore, it was decided that they should be sold by private 
tender and private negotiation. The Committee enquired how they 
ensured that in private negotiations they realised better prices. The 
witne3s stated tha·t they called for tenders. They checked the value 
of the diamonds from various jewellers whom, they considered to be 
disinterested and who were reputable. That was the only way of 
trying to know the value of <those jewels. Once they knew the value 
of diamonds, they allowed the tenderers to come and have a look at 
the samples of diamonds. Then they submitted tenders. They 
found from the tender which was the highest bid and whether it was 
in line with what they had been advised by disinterested jewellers. 
If it was so, they accepted it. If they found that the tenders were 
very low, then th!'y did not sell. In reply to a question, the witness 
stated that by and large, it was true that people who were interested 
in purchase of diamonds from the customs authority knew each 
other. Yet, there was a certain amount of secrecy in tenders as 
compared to auction. The Committee pointed out that the secrecy 
was only so far as the customs were co~cl>rned and not ~tween those 
parties against whom they wanted to guard the secret because of 
the formation of the ring. The witness stated that in tenders some-
times outsiders were able to participate successfully, 
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2.113. The Committee enquired whether it was permissible for 

the collector to sell the valuable stones through private negotiatioDi. 
The witness stated that the collector was authorised to sell it accord-
ing to the best interest of Government. In the case of diamonds, 
the collector consulted the panel. All these methods had been evolved 
to prevent any kind of suspicion arising at any level. He added that 
the general instructions were that goods should be sold either by 
auction or by retail sale. However. in cases where auction did not 
bring the proper bid, there was no objection to resorting to sealed 
tenders and/or private negotiation. 

2.114. The Committee referred to a note furnished by the Ministry 
stating that precious stones worth Rs. l' 60 .1akhs were sold by 
private negotiation and inquired whether before their sale, they had 
been put to public auction. The witness stated that this information 
had been received telegraphically and that he would check up the 
~etails and then furnish a note. 

2.115. In a note (Appendix V) furnished to the Committee the 
Ministry have stated that the precious stones fn question whOse re-
serve price was fixed at Rs. 1,60,650 were firSt put to auction. For 
4 lots, there were no bids at all, while for the remaining three lots, 
the bids were much lower than the reserve price. Private 
offer for these stones was for Rs. 87,285 only. Thereafter, the pre-
dous stones were sold by private negotiations. As against the 
reserve price of Rs. 1,60,650 the offer of a firm of Rs. 1.60,000 was 
accepted. 

2.116. The Committee are unable to understand as to why in the 
present case the precious stones (reserve price Rs. 1,60,650) were 
not put to auction again after the first auction was not successful. 
They feel that the system of Public auction has its own advantages 

. and is definitely pref~rrable to sale by private negotiations. They, 
'therefore, suggest that in such cases an attempt should be made to 
put the precious articles to a subsequent public auction in case the 
fir.;;t attempt fails. 
Accumulation of un-accounted for items in the Custom HOU!lepending 

Registers-para 24, pages 17-18. 

2.117. Import General Manifest is considered as closed only when 
.all the cargo imported thereunder has been either cleared on pay-
ment of duty or free of duty according to the orders in force, or 
satisfactorily accounted for. If for some ,reasons or other a few of 
such imports are not cleared for a long time, the Manifest is closed 
after transferring the outstanding items to a Register called Pending 
Register/Disposal Register for watching the disposal. As the delay 
in the disposal of the goods may result in pilfering, deterioration, 
damage etc., and also consequential loss of revenue to the Port 



authorities and to the Government and may encourage illicit impor-
tations, actIon has to be taken to clear the outstanding items prompt-
ly. 

2.118. While scrutinising the Pending Disposal Registers, in the 
various Customs Houses it was noticed in audit that over 14,000 
items pertaining to the imports for the period from 1940 onwards 
are outstanding pending clearance. The actual value of these good$ 
as well as the amount of duty recoverable are not known. The 
huge accumulation of the unaccounted cases of imports is attri-
butable mainly to the following reasons: 

(1) In-action on the part of the Customs Department in not 
taking prompt measures as stipulated in the Manifest Clearance 
Department Manual about the pursuance and clearance of all i.ro-
ports. . 

(2) the lack of proper coordination between the Customs Depart. 
ment and the Port authorities in the location of the goods and also 
their clearance by either penalising the defaulting importers/agents 
for not lifting the goods expeditiously out of Customs control or auo-
tioning them off after the expiry of the statutory period as prescribed. 
in the CU5tOms Act and/or the Port Act. 

2.119. It has been reported that the pending items relating to the 
years 1966-1948 were closed, in one Customs CGllectorate,on the 
buis ot. the orders issued by the Government of India in August. 
1956 waiving the physical verification of the sale of goods with. 
the connected records. 

2.120. The Committee desired. to know why over 14,000 items per-
t.aining to the imports far the period from J.9.t() onwards were out.-
ItaDding pending clearance. The witness stated that 9,447 cases had 
been cleared in the interim period, i.e., after the l'eCeipt of audit· 
Report. About the other items, the witness stated. that 49 cases were 
pending from 1953 in Bombay. It was only in Bombay that the cases 
were as old as 1953. In the case of other ports, they.were from 1980 
or 1961 onwards. In Bombay also it was not that the goods had not 
been disposed. of or sold, it only meant that the proceeds had not yet 
been credited' to the Customs and, therefore, the items on the Pending 
Register could not be treated as closed. The Committee enquired 
why these items were pending for 25 years. The witness stated that 
nearly five to six thousands of the items related to Vishakhapatnam, 
meant for Bhilai Steel Project. All the contracts with which those 
consignments were concerned were not complete. That was why the 
goods which had been cleared on provisional duty basis could be 
finally cleared only after all the consignments connected with thosi! 
~ontracts had come and the amount of duty finalised. That was what 
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bappened at VishakhapBtnarn. TIle Committee enqUired whether 
14,000 items were not aceounted for at all or whether those were the 
items which in fact were accounted for and provisional duties were 
tolleeted but the official accounts in respect of them were not closed. 
The witness stated that this included both kinds of items. In some 
cases, the provisional duty had been paid but the cases had not been 
ftttalised in other cases the items were still lying in the custody of 
the Port Trust. The Committee pointed out that according to the 
audit para theaetual 'value of these goods was well 'as the amount of 
duty recoverable were not known'. The witness stated that neither 
the vnlue nor the amount would be known because the item in the 
manifest merely showed the ma-rks and the number of packages 
together with the bilI of landing number. The Committee enquired 
why the provisional duty had not yet been collected. The witness 
stated that the provisional duty was known but the recoverable 
amount would not be known at all till the case was finalised. 

2.121. In reply to a question, the witness stated that ,,763 bills of 
entries requiring clearance pertained to Vishakhapatnam. The Com-
mittee enquired how in Vishakhapatnam the items which were not 
accounted for till 1965 came to be accounted for in 1965. TIle witness 
.tated that it was not that they were not accounted for. Those were 
items on which the bill of entry WIt'S put in but the full particulars 
were not available. Therefore,.the goods were allowed to be cleared 
ttither on Mte paes system without charging any duty or charging 
abme provisional duty on a provisional basis. Instead of keeping 
these things still pending in the import general manifest, the Col-
lector transferred them to the Pending Register. Actually he need 
not have ,shown that on the Pending Register since he could have 
kept them alive in the Provisional Duty Deptt. Till the duty was 
ftnalised, the items co'Uld not be treated a completely closed. The 
Committee enquired whether all the items were generally transferred 
to the opening or disposal registers. The witness stated. that such 
of the items which had not been cleared at all would only be in the 
btanifeits. 

U12. The Committee retret to note that 1(,000 items pertatninc 
to the imports for the period fl"Om 1940 onwards were outstandbag 
pending clearance at the time of the Audit Report. Tbey feel tllat 
there cannot be any reasonable justification for non·c)e1rance of 
itams fur such a long time u Z5 years. Tbey are of the view that 
Jaad the eustoms authorities taken prompt action in accordance witlt 
Manifest clearance Deptt.Manual, there would not have 'been accu-
mulation of Items pending clearance for 25 years. That it is possible 
to have these items cleared quickly, if efforts are made, is evidenced 
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by the fad that as many as 9U7 items out of 14,008 could be clearei 
within a short period after the receipt of the audit report. 

2.123. In the opinion of the Committee if the conftseated goods are 
aUowed to lie for a long period then there are change of misuse, 
damage etc. of goods and it may lead to loss of revenue to Govena-
mente The Committee desire that all eftorts should be made to dear 
Qutstanding items without any further delay and some suitable de-
vice should be found out to check accumulation of goods at poria. 
They feel that accumulation of goods could be stopped to a laJ'IIIl 
extent by proper co-ordinatiOD between the Customa Deparlmeat 
and the Pert authorities. 

Arrears-para 25, page 18. 

2:124. The total amount of customs duty remaining as unrealised 
as on 31st October. 1964 was Rs. 112'08 lakhs as against Rs. 103'63 
lakhs for the corresponding period last year. Out of this amount, 
Rs. 39.95 lakhs have been outstanding for more than one year. 

2.125. The Committee pOinted out that according to the informa-
tion furnished by the Ministry out of Ra. 112.08 lakhs pending reali-
sation as on 31st October, 1964, cases totalling Rs. 34,86,000 had since 
been closed after recovery, write off or withdrawal of demand with 
audit concurrence. The Committee enquired how concurrence of 
audit arose. The witness stated that if there were any demands 
which had been put in on account of an objection raised by the audit 
department whether by the internal audit department or the Central 
Revenue audit department and that objection was withdrawn after-
wards, the demand automatically would ·lapse. They assessed. cer-
tain things under certain items. The audit raised an objection that 
it should have been assessed under different items. To avoid the 
possibility of time ba- put in a demand against the party. After-
wards, if the Audit agreed with the point of view of custom house that 
the objection was not valid then automatically the demand that had 
been made had to be withdrawn. The customs discussed with the 
Central Revenue Audit every objection that was raised. But to cover 
the cases, the customs put in the demand and then went on arguing 
and discussing with the Central Revenue Audit. 

2.126. From a written note· (Appendix V) submitted to the Com-
mittee by the Ministry of Finance (Department of Revenue) the 
Committee find that out of Rs. 112.08 lakhs pending realisation as on 
31-10-1964 cases totalling Rs. 34,86,090.73 p. have since been closed 

---------_ .. -.---- ---.----.- ---. -- --. -- -~--~-~---.--.----- .. -
-Not vetted by Audit. 
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after recovery, write 011, Qr withdrawal of demand with Audit con-
eurrence. . The balance amount is due as indicated below: 

(i) Amount due from Government Depart-
ments/Undertakings etc. Rs. 5,11.138.53 

(li) From private parties Rs. 72,10,904.74 

Rs. 77,22,043.27 

2.27. The Committee eonsider it unfOrtunate that eusfom! duty 
to the extent of Rs. 77.22 lakhs as on 31-10-1964 was still pen!lin~ 
realisation a major portion of wbieh (viz., Rs. 72'10 lakhs) pertainll 
to private partie .. They deprecate such abnormal delay in clearinl' 
arrears and desire that the Customs Department should take effec-
tive steps to realise the outstanding eustoms ~uty as speedily as po ... 
alble. 

2.128. At the instance of the Committee, the Ministry of Finan~ 
(Department of Revenue) have furnished a statement showing year-
wise break up of the amount outstanding for more than one year 
upto 31-3-1963. The figures furnished are as under: 

Year 

1955 
1956 
1957 
1958 
1959 
1960 
19~[ 

1962 
1963 

TOTAL 

Amount 

Rs. 14747'43 
Rs. 314860' 81 
Rs. 59079'04 
Rs. 106363'48 
Rs. 200957' 35 
Rs. 262184' 57 
Rs. 388974' 55 
Rs. 576174' 53 
Rs. 470'00 

Rs. 192 4311 ' 76 

The Comm;ttee regret to note that the arrears of revenue, as 
old as since 1955, should have been still pending. They would Iik. 
the Ministry to take effective steps to clear these arrears and to 
.void such old accumulations in future. 

2.129. The Committee pointed out that in their 27th Report (Third 
Lok Sabha) they had' commented upon the arrears due to as many 
as 20,461 Note Pass cases but now it was found that the number of 
.2M8 (Ali) I..S-"-



wch cases had gone up to 25,000. The witness stated that now it had 
been decided to progressively withdraw these Note Pass' facilities al-
together and they had already started the process and hoped to c0m-
plete it by January, 1966. 

Z.130. The Committee would lib to be Informed of the ~ 
made in this direction. 

Exemption under Section 25 (2) of the Customs Act, 1962--para 27, 
page 18. ~ 

2.131. Under Section 25 (2) of the Customs Act, 1962 the Central 
Government is empowered to grant exemption from the payment of 
customs duty by a special order in any case where such exemption 
is warranted under circumstances of an exceptional nature. 

2.132. The total amount of duty forgone on account of the exemp-
tion during the period under review has not yet been intimated 
(January, 1965). 

2.133. The Committee desired to know about the biggest amount 
that had been exempted to a party. The witness' stated that 
Rs. 9,20,133 were exempted to the Ministry of Food and Agriculture. 
The Committee desired to know the break-up of Rs. 47.20 lakhs which 
had been exempted to private parties during 1963-64. The witness 
stated that it had included a very large number of items. For ins-
tance, equipment which was given to various charitable hospitals 
was admitted under Section 25 (2) of the relevant Act because it was 
done on an ad hoc basis. There were also cases of imp()rt of such 
goods as were meant for the places of worship and educational insH-
tutions. As a matter of policy they had been giving this ad hoc 
exemption. 

2.134. The Committee enquired about the exemption of Rs. 1,44,000 
given to a private party manufacturing aluminium. The witness 
stated that this was an item where the raw material for the pipes 
were to be sent abroad for fabrication and then those were to be 
brought back to India. When the goods came as manufactured 
product, the value of the raw material which had been sent out 
should be deducted for the purpose of duty because it was cheaper 
and it could save foreign exchange if the raw material was sent from 
India. In reply to a question the witness stated that this exemption 
was granted under section 25(2). The Committee enquired how 
exemption in this case was given under that See-

. tion which anowed exemption in public Interest or 
under exceptional circumstan"'e9. Th~ wItness stated 
that the Government of India wanted to encourage this kind 

;.. 



" of thing and therefore considered this to be in public interelt. It 
was only a particular party which was exporting such goods for thll 
fabrication. If any other party had also come to them under the 
aame circumstances, they would also have got similar exemption. 

%.135. At the instance of the Committee the Ministry of Finance 
(Department of Revenue) have furnished a copy each of the special 
,order issued in this case, the representation of the company asking 
lor the concession and the advice of the Ministry of Commerce there· 
on. Copies of the two orders dated 27-3-1963 giving exemption in 
this case are enclosed at Appendix VI. The Committee also desired 
to be furnished with details of the institutions or individual to whom 
the exemption of more than Rs. 25,000 have been given during the 
years 1963-64. 1964-65 and 1965-66. The note- received from the 
Ministry is at Appendix VI-A. 

Z.136. The Committee are not satisfied with the explanation 
offered in justification of the exemption granted from the payment 
of custom duty to a private party manufacturing al1uminium. While 
the exempt;on that was given does seem to satisfy the criterion of 
serving the public interest (conservation of foreign exchange), it 
does not appear to satisfy the other conclition »iz. the circumstancet 
at exceptional nature. ' f 
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UNION EXCISE DUTIES 

.Reault. of test Au.dit-para 3D, pages 21-22-

A test audit of the documents and records maintained in the 
ofDces of the Chief Accounts Officers and in 1132 out of 2323 Central 
Excise Ranges revealed under assessments and losses of revenue to 
the extent of Rs. 1.81 crores as summarised in the following table:-

Name of the Commojity 

Sugar • 

Tobacco 
Motor Spirit • 

Refined Diesel Oil • 

V. N. B. Oils 

Paints • 

Patent or proprietary medicines 

Coemcties and toilet preparations 

Gales • 

PlJ'Nood 
Paper , 

Cotton Yarn . 

Woollen Yam . 

Cotton Fabrics 

Jute Manufacturea . 

Gla,. and Glassware 

._--------_._-
Total amount of 

under-u<;essment 

(Rupees in lakhs) 

7. 24 

·57 

33.76 

1.47 

42 .59 

1.57 

.08 

.11 

.fYT 

,14 

'43 
----------_._-
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4'1 

Nam~ of the Commodity 

Chinaware and Porcelain"N'are . 

Copper and Copper alloys 

Iron and Steel Products 

Aluminium 
Wit'eless Receiving lets 

Blectric wires ond cab!: •. 

Motor Vehiclea 

Total a:DOU:l! or 
under-assessment . 

(Rupees in lall;!u) 

'24 

1.69 

2.21 

'.63 

.01 

.85 

3.2. The more important of these cases are given commodity-wise 
in the subsequent paragraphs. 

3.3. In a note (Appendix VII) submitted to the Committee at their 
instance, the Ministry had stated that the total number of Internal 
Audit Parties functioning during the year 1963-64 was 30. Out 01 
2323 ranges in all the Collectorates, the Internal Audit parties visited 
only 936 ranges. The number of cases of under-assessment detected 
by these parties was 397 involving an amount of Rs. 15,56,473' 7~ 
The number of cases of over-assessment detected was 90 involvin, 
a sum of Rs. 1,489.45. 

3.4. The Committee pointed out that the amount of under-asses. 
ment of excise duties reported by Audit had been increasing since 
1962 (1962, Rs. 8.52 lakhs; 1963, Rs. 88.89 lakhs; 1964, Rs. 76.12 laklu 
and 1965, Rs. 181.72 lakhs) and asked about the action taken to 
strengthen the Internal Audit organisation. The Chairman of the 
Board stated that each excise range was inspected by the Internal 
Audit parties once in two years. Roughly 50 per cent of the ranges 
were inspected by them in a particular year. They completed 10& 
pection of all the ranges in two years. In'addition to inspection by 
Tnternal Audit, there was inspection by the Executive Officers theM.-
.elves. The range office was inspected once or twice a year by tho 
Superintendent of Excise and once a year by the Assistant Collectors.. 
'1'h.ay 'ntet'~lia made a test check of assessments. 



3.5. Referring to the under-assessments amounting to BI. 1.81 
crores mentioned in the Audit para, the witness stated that in the 
Board', view in quite a large number of cases the Audit objectionJ 
were not fully sustainable. Asked about the amount of underasses. 
ment that was acceptable to the Board out of the aud.it figure. the 
witness stated that according to the Board there had unquestionably 
been under-assessment of Rs. 96 lakhs. As regards the balance there 
were two types of objections. One type was the result ot the audit.-
ing of the assessment documents which naturally the Internal Audit 
or the executive staft could detect. Another type involving about 
Rs. 145 lakhs related to items like tariff values or policy matters, 
where the policy of giving a certain concession or fixing a certain 
tariff value had been questioned by Audit and which in any case 
the internal audit would not have been able to detect because, if there 
was a misinterpretation or mistake, it was on the part of the Board 
or novernment and not on the part of the local staff. In reply to • 
quec;tion, the witness stated that the performance of the Internal 
Aurlit had not deteriorated, and they were expecting to improve it 
further. 

3.6. Referring to the under-assessment of Rs. 15,56,473 detected 
by the Internal Audit Department during the year 1963-64, the Chair-
man of the Board stated that out of this a sum of Rs. 3,53,998 had 'been 
realised and a part of the balance was partly in the process of reali-
sation and partly under dispute. 

3.7. The Committee desired to be furnished with information on 
the follOWing points:-

(i) Out of the total under-assessment of Rs. 15,56,473.79 p. 
detected by the Internal Audit Parties during the year 
1963-64, what were the amounts (a) recovered (b) under 
dispute and (c) time-barred. 

(if) Out of cases which were still pending for recovery a list of 
cases involving excise duty of more than Rs. 5,000 givine 
reasons for delay in recovery. 

(1U) A statement showing similar information for the yean 
1961-62 and 1962-63 as given in the Ministry's note referred 
to above. 

The information· furnished by the Ministry is at Appe7ldix Vlll • 

. 3.8. The Committee feel concerned to note the increase in the 
.liort levy of excise duties disclosed in test audit from Rs. 8.52 lakh. 
as reported in the Audit Report, 1962 to Rs. 181.72·1akhs al reported ia 
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the Audit Report, 1965. As a,ainst this. the Internal Audit Parties 
which numbered 30 in 1963·64 and covered 936 out of 3,223 rangel 
were able to detect an under-assessment of about Rs. 15~SG l.khs 
during the year. While the Committee appreciate that the present 
.ope of the internal audit parties is limited in as much as they do 
not question the interpretations by the collector or the Board, they 
feel that their performance leavc8 much leeway. 

3.9. In their 27th Report (Para 45) the Committee expressed their 
sense of alarm at the extremely inadequate internal audit organita-
tion in the Central Excise Department as revealed by the Report of 
the Central Excise Reorganisation Committee. In thcir note (Ap. 
pendix IX) showing action taken on the recommendation of the Com-
mittee, the Ministry have stated that Government have under consi. 
deration a scheme for the implementation of the recommendations of 
the Central Excise Reorganisation Committee in regard to the streng. 
thening of the Internal Audit Organisation. The main features of 
scheme are that the Audit and Ac('ount<; staff functioning in the col· 
lectorates and Cu-;tom Houses will form a separate cadre under the 
technlcal control and guidance of an independent Directorate of 
Audit. Pending the examination of the full implications of such a 
long term scheme in all its aspects, certain interim measures for the 
stren~thening of the internal audit organisation in the Central Ex-
cise Department are stated to be under examination such as: 

(i) The amalgamation of the Regional Audit which looks after 
the auditing of accounts of factories producing excisable 
commodities which are under audit type of control and 
the internal audit department. 

(ii) The augmentation of the number of audit parties. 

(iii) The upgrading of the status of the Examiner from Superin-
tendent of Central Excise to an Assistant Collector. 

3.10. The Committee regret to observe that despite recommenda. 
tions of the Central Exche Reorganisation Committee and the P.A.C.!I 
recommendation referred to above not much progress has been made 
in strengthening the internal Audi. Organisation of the Central 
Excise Department. The Committee desire that early action should 
be taken in the matter. The Committee understand from the 
C. & A. G. that a comprehensive review of the Internal Audit Depart-
ment from the point of view of adequacy and scope is being under-
taken by him. They would await results through future Audit 
Reports. 
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Sugar (Tariff Item l)-Sub-paTa (i) UndeT-4I.essment of dut1'-

R.', 31.409-paTa 31. page 22. 

3.11. The Government of India announced a concessional rate of 
excise duty of Rs. 11.08 per qUintal on sugar produced by any factory 
during the crushing season of 1959-60 and 1960-61 in excess of the 
average annual production of the preceding two seasons. It was· fur· 
ther clarified by the Government that if some quantity of sugar out 
of the productions of 1959-60 and 1960-61 was reprocessed after 31st 
October, 1960 aDd 31st October, 1961 respectively, the quantity of 
IUgar recovered from this reprocessing would not be eligible for this 
concessional rate. . . 

3.12. In the course of the test check of the records of five sugil' 
factories it was noticed tha.t quantities of sugar reprocessed which 
were not eligible for concessional rates resulting in an under-assess-
ment of duty amounting to Rs. 31.409. The Ministry informed Audit 
that necessary steps to recover the amount had been taken in four 
cases. 

3.13. The Member (Central Excise) stated in evidence that the 
orders were that if sugar not fully manufactured was reprocessed in 
the same year (i.e. lSt November to 31st October) if should be taken 
as production for the purpose of earning a rebate. In this case a 
certain quantity of sugar was produced in one year not as crystal 
sugar but as sugar not processed i.e. sugar in process. This was 
processed after end of sugar season and a3 such was not ent!tled t:> 
rebate. The mistake arose out of misunderstanding or overlooking 
of the Board's orders. The demands were issued and the duty short 
recovered had since been realised. 

3.14. The witness added that in another case where the concession 
had not been allowed to a sugar factory the court judgment had 
gone against Government. Government had filed an appeal in the 
High Court against the decision of the lower court. The question 
under dispute was whether the procedural instructions issued by the 
Board excluding sugar not fully ready for marketing from the benefit 

. of the excess production concession were justified in the terms of the 
notification. 

3.15. The Sugar Mills Association had also been claiming that'the 
sugar requiring reprocessing should be included in the total produc-
tion in a particular season. But the Board had ruled that onJy the 
quantity completely processed and made ready for marketing during 
the year (i.e. ending 31st October) should be treated as producti~ 
and should be eligible for concessional rate of duty. 



11 

1.16. The Committee regret to find that in the case of the fivo 
Sugar fadories referred to in the Audit para, the Excise Officen 

• disregarded the Board's order which prohibi ted the inclusion of not 
fully manufactured sUIar in the production for the year. the Com-
mittee desire that the question of taking action against the officers 
concemed should be examined. They also desire that it should be 
ascertained from all the collectorates. whether correct procedure was 
being followed in other sUIar fadories. The Committee would also 
like to be informed of the result of the appeal filed by the depart-
ment in the High Court, referred to above. 

Avoidance of duty-Rs. 20.49 lakhs-para 31 (ii), page 22. 

3.17. The Government of India issued instructiops in May, 1961 
that if any quantity of sugar is exported out of the concessional rated 
sugar, the quantity so exported shall not be entitled to any compen-
sation. The Government of India had, earlier, issued instructions 
laying down a procedure for permitting clearances at the concessi~nal 
rate of duty. 

3.18. In the course of audit, it was found that clearances tor 
expert effected while the concessional rated quota was in force, were 
not shown against such quota. By this, duty to the extent of 
Rs. 20.49 lakhs was avoided. On this being pointed out, necessary 
demands were raised against the factories concerned. 

3.19. The Committee inquired how no clearances of sugar for 
export were shown by the sugar factories against the concessional 
rated quota. The Member (Central Excise) stated that according to 
the previous instructions after the end of the season the excise ins-
pector and the superintendent first calculated the basic quantity 
which was assessable at full rate of excise duty. When the clearance 
started, to the extent of such basic quantity. the clearance ,vas made 
at fuB rate of duty and thereafter the conc~ssionally rated quota was 
cleared. In some factories at the time of export, possibly they were 
clearing the previous year's concessi6nally rated quota, which was 
cleared at the fag end of the year or at the beginning of the next 
year. But since they had some quota for export, they chose to clear 
it out of the current year's production which was full rated and was 
thus entitled to full rebate. In reply to a question the witness stated 
that sugar produced during different years was segregated, but the 
fully rated and concession ally rated quantities were not segregated 
for a particular year. The excise officer could not prevent the fac-
tories from exporting sugar out of the fully rated sugar and ask them 
to export the old concession ally rated quota first. The Chairman 
of the Central Board of Excise and Customs further added that bl 
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the sale of concession ally rated quota in the home market, tbepro-
,ducer gets more benefit than by releasing for export market. Asked 
why in that case, demands had been issued against the parties con- • 
cerned, the witness stated that it was a normal precaution taken on 
receipt of audit objections to avoid time-bar. Out of the amount of 
Rs. 20'49 lakhs for which demands had been raised, only an amount 
of Rs. 1'51 lakhs was sustainable which was also being contested in 
the court. The demands for the balance amount of Rs. 18.98 lakha 
would be withdrawn. 

3.20. The Committee appreciate tlaat the excise officers cannot 
prevent the sugar factories from exporting sugar out of fully rated 
stock even if concessionally rated sugar of the previous year is lying 
in stock. But, since there is year· wise segregation of stocks, it should 
be possible for the officers to know whether any export is made from 
the left Over stock of concessionally rated sugar of a particular year 
at the fag end of the year or early next year, and they should be 
cautious if such sugar is cleared for export. 

3.21. The fact that demands for Rs. 1'51 lakhs out of under 
assessment of Rs. 20:49 lakhs pointed out by Audit is sustainable 
according to the Board, indicates that there have . been failure in 
some cases. 

Loss of revenue due to non-issue of supplementary demands
Rs. 1.68 lakhs-para 32 (ii), page 23. 

3.22. Under Rule 9·A of the Central Excise Rules, 1944, the rate 
of duty applicable to. goods cleared on payment of duty is the rate in 
force on the date on which the duty is paid. The rates of Central 
Excise duty on tobacco were enhanced on 24th April, 1962 and again 
on 1st March, 1963. However, in order to avoid hardship to tobacco 
eurers, the Government of India waived, the supplementary demands 
mad~ or likely to be made at the enhanced rates provided the follow-
1118 two conditions were fulfilled: 

(a) the tobacco in question had already been consumed before 
the date of levy of the enhanced duty; and 

(b) the payment of arrears of duty was made not later than 
30th June, 1962 or 30th June, 1963, as the case may be. 

3.23. In two Collect orates, it was noticed by Audit that even 
Ihough the tobacco curers did not fulftl the above conditions, supple-
mentary demand were omitted to be raised. The total amount of 

, duty not levied in these cases came to Rs. 1,63,067. 
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3.24. In a note (Appendix X) submitted to the Committee at their 
instance, the Miniitry stated that supplementary demands had sinc. 
been issued in all the cases. Subsequently, a policy decision had, 
.however, been taken to withdraw all supplementary demands in 
respect of unpaid D.D,Is. (Demands of Duty) for tobacco and the 
orders in this regard were issued on the 9th September, 1965. In view 
of this, the question of enforcement of supplementary demands did 
Bot arise. 

3.25. The Committee asked about the circumstances leading to the 
polil.Y decision not to raise supplementary demands. The Chairman 
of the Board stated that in a large number of petty cases orlginal 
demands had been raised some years back and in the meantime the 
excise duty had increased necessitating issue of supplementary de-
mands which resulted in inflating the demands and accumulation of 
arrears without any real effect on realisations. The tobacco had 
already gone into consumption. After a good deal of deliberation, 
the Board came to the conclusion that by and large the order had 
servE'd the purpose for which it was originally envisaged i.e. to serve 
as an inducement to curers to pay the amount due prGmptly. The 
Board had since issued instructions that supplementary demands 
neerl not be issued. The old demands would be re-examined and 
revised according to the new policy. 

3.26. Explaining the reasons for the omission to raise supplemen-
tary demands in the cases referred to in the Aud:t para, the w:tnesa 
~tated that there were a large number of petty cases and the btaff 
were aware that there was a proposal to amend the instructions o. 
the (lubject. 

3.27. The Committee are surprised to learn that the two collee-
torates in this case did not issue supplementary deinand~ under Rule 

'"fA of the Central Excise Rules consequent upon enhacement of 
duty in April, 1962 and March, 1963, in anticipation of the decision of 
Government to withdraw such supplementary demands and to re-
cover duty only at the rate at which the initial asse<;sments were 
made at the curer's premises. The decision was actually taken onl1 
in September, 1985 i.e. 3! years alter. In the opinion of the Com-
mittee it is a, clear case of failure of the two collectorates for which 
responsibility should be fixed. 

'Loss of Cen.tral Excise duty on denatu.red power alcohol-RI. 57,165-
para 33, page 24. 

3.28 WI·th effect from 24th April, 1962, the Central Exc'se duty 
was levied on denatured power alcohol at the rate of 5 per cen' 



ad oalore7n, in accordance with the Government of India, Ministry of 
Finance, Notification No. 27/62, dated 24th April, 1962 the duty was, 
however, not levied with immediate effect because some doubts were 
raised about the scope of this duty. The All India Distiller's Associa-
tion, New Delhi, sought certain clarifications about the scope of 
this duty from the Central Board of Revenue in June, 1962. The 
position in this regard was finally clarified in the Government· of 
India, Ministry of Finance, letter F. No. 8/25/62CXIII, dated 
1st April, 1963 and the levy of Central Excise duty was confirmed. The 
levy was, however, given effect to from 1st April, 1963, as a result of 
which demands for duty amounting to Rs. 57,165 already raised in the 
case of few distilleries, on denatured power alcohol cleared during 
the period from 24th April, 1962 to 31st March, 1963 had to be with-
drawn. The delay in issuing clarification resulted in loss of revenue 
of Rs. 57,165. 

3.29. The Committee asked for the reasons for the non-levy of 
duty on power alcohol during the period 24th April, 1962 to 31st 
March, 1963 even when the tariff item relating to this commodity 
was unambiguous. The witness stated that there was some confu-
sion about the scope of central excise duty on power alcohol, because 
of thls commodity coming under the jurisdiction of both the Central 
and State Governments, for the purpose of levy of excise duty. 
According to entry 84 of list I of the Seventh Schedule to the Con~ti
tution, the control over alcohol for human consumption was vested 
wi'h the States. The production of alcohol in distilleries was con-
trolled and supervised by the State Exc!se Officers, and the commo-
dity was liable to a much higher rate of state excise duty. From 
April, 1962, central excise duty was . levied on power alcohol. 
Technically according to tariff definition any alcohol cculd be called 
power alcohol which might be used in an internal combustion 
engine for motor power. This definition covered even pure alcohol 
before it was mixed with water for human consumption which was 
liable to state excise duty. The idea of imposing cent:ral excise duty 
was to bring under duty that part of alcohol which was mixed with 
other ingredients for industrial purposes. For· the purpose of the 
central excise duty, it was decided that such of the alcohol as was 
denatured wi·th one per cent kerosene under the Motor Spirit Act, 
w01,1.ld be treated as power alcohol. (Th;s mixing with 
ke~osene was enforced by the State Governments as a measure of 
special precaution to ensure that such alcohol was not mis-used for 
drinking) . Prior to 1962 such alcohol admixed with kerosene .. sa 
~pted trODQ duty. 



3.30. When eentral excise duty was imposed on pure alcohol m 
AprIl, 1962, a number of references were received from the collector .. 
A question was raised that duty should also be levied on the alcohol 
mixed with denaturants other than kerosene. On the other hand 
private Industry and the Ministry of Commerce were objecting to 
the lrvy duty on industrial alcohol. It took the Board some time 
to settle the issues. Jot was ultimately decided that 5 per cent duty 
was leviable on alcohol mixed with kerosene as well as other dena.-
turantJ. Since some producers had in the meant'me paid duty and 
some had not, and since the amounts and quantities involved were 
not large, it was decided to enforce duty after the issue of the clari-
fication. 

3.31 The Chairman of the Board stated that the de ju.re pos:ticn 
regarding levy of duty according to the definition of power alcohol 
given in Central Excise tarift' was that the duty was leviable even 
on pure alcohol since it was· usable motor spirit. But the de facto 
position was that States Governments were charg:ng duty on pure 
alcohol and the Central Excise duty was charged on alcohol mixed 
with kerosene. This dift'erence between the two positions existed 
even since 1931. The witness, however, admitted that originaJIy it 
was a mistake to charge central excise duty only on alcohol mixed 
with kerosene and to exempt alcohol mixed with other denaturants. 

3.32. The Committee con-;ider it unfortunate taht originally dut,-
was charged only on alcohol mixed with kerosene and alcohol mixed 
with other denaturants was omitted from levy of duty. While the 
eommittee appreciate that Central Excise duty was levied on power 
alcohol for the first time they feel that the Ministry should have 
known about the various types of denatured alcohol used by the 
industry. They Committee feel that once a tariff item is clear and 
unambiguous, the practice of modifying it with reference to whatth. 
executive considers as practical considerations or de facto positioa· 
is JlOt desirable. 

Non-levy of additional e:rciae duty em Jute Batchtng Oil-Rl. 33- 41 
lakhs--i>crc 34(ii), page 25: 

3.33. JutP. Batching Oil waif exempted from payment of dut,- with 
effect from 24th April, 1962 in excess of 5 per cent ad valorem levi-
able under itrm llA of the Tariff. The exemption notification issu-
ed was, however, silent about the exemption from payment of addi.-
tional excise duty leviable under a separate Act on all mineral oila 
classifiable under Tarift' item 8. Eventually, on 15th December, 19&1 
.levy of this additional excise duty wa.i also totally exempted. 



1.34. It was noticed that in two oU installations, Jute Batching Oil 
was cleared without payment of additional excise duty during the 
period from 24th April, 1962 to 14th Feb., 1964. On this being point-
ed out in Feb.. 1964, the Department raised two demanCis in April. 
1964, for the under-assessment of Rs. 33,39,746. . 

3.35. The Ministry informed Audit that Jute Batching Oil wu 
Dot covered by the agreements entered into between the Govt. of 
India and the oil companies and hence no additional excise duty wa, 
In fact leviable on these products. However. the Mineral Oils 
(Addit~onal Duties of Excise and Customs) Act. 1958. applies to all 

mineral oils classifiable under tariff item 8. Jute Batching Oil being 
one such item under the law passed by the Parliament, additional 
excise duty is leviable thereon unless specifically exempted. On 
this being pointed out, the Ministry initially issued a notificatioD 
living exemption to Jute Batching Oil with effect from 15th Decem-
ber 1964. This notification was not made applicable to clearances pr'or 
to this date and hence the department raised two demands totalling 
to Rs. 33.39 lakhs as aforesaid. However, this demand has since been 
rendered nugatory by' another notification issued on 26th December, 
1964, giving retrospective effect to the exe~ption granted under the 
aotification issued in February, 1964. 

3.36. The Committee asked about the AuthOrity under which the 
Board were empowered to give retrospective effect to the notifica-
tion for exemption from duty. The Cha:rman of the Board siated 
that the v:ew on this point was tha·t the Board should not impose 
4uty retrospectively, but there was no strict legal bar to exemptin, 
from duty or reducing duty retrospectively, although there was no 
tpec'fic authority for this power. The witness added that this power 
was inherent in the power to exempt from duty. On h:s attentioa 
being drawn to the opinion of the Law Ministry that Government 
notifications could not be given retrospective effect to, unless that 
power was expre'isly conferred by the Statute the witness stated 
that in the present case the issue of the notUit'ation was approved 
by the Law Minic;try on the ground that conta~ning a concession it 
weuld not be challenged by anybody. The witness agreed that the 
Issue of the notification giving retrospective effect to exemption WBI 
only a pra~fC8(expediency and that under the power delegated by 
Parliament, exetnption cou1d be al1o\V~d only prospectively and not 
retrospectively. But in some ca"es exemptions were later made Oil 
pract;cal neceAsity. for at the t;m~ 0- presentation of the bud~et it 
was not possib~e to have all the details due to secrecy. On hem, 
arggf!sted that the Board should take a general power from ParUa-
ment .in the regard, the Chairman of the Board. stated that it ... 
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proposed to introduce an amendment to Central Excise Act.· Th. 
Secretary, Department of Revenue assured the committee that Gov-
ernment would examine the matter as to the kind of authority re--
quired, if at alL to enable retrospective effect being given to an 
exemption from duty. 

3.37. The Committee note that the legal position relarding givlna 
retrospective effect to an exemption notification was that a leghla-
ture could give retrospective effect to a piece of legislation passed 
by it but the Government exercising subordinate and delegated 
powers cannot make an order with retrospective effect unless that 
power was expressly conferred by the Statute. In spite of the above 
legal position, the Committee regret to note that the Ministry gave 
retrolpective exemption from additional duty in their notification 
issued on 26th December, 1964 although there was no legal autho-
rity empowering the Government to give exemption retrospectively. 
What is more surprising is the fact that the Ministry of Law appro.-
eel the issue of notification, as stated by the witnes., on the ground 
that containing a concession it would n"t be challen~ed by anybody. 
The argument that nobody would chalJenge a particular notiftcaHon 
in a Court of Law, is according to the Committee, no ju,tification for 
the Executive Govemment to exceed the power delegated to them 
by Parliament. The Committee al!'!O f""1 that the opinion of the 
Ministry of Law in this regard was bao;ed more on a practical expe-
diency than on the legal aspect of· the case. 

3.38. The Committee desired to be furnished with a note statin. 
particulars of all notifications giving retrospective effect to exemp-
tion of excise duty and commodities and the amount involved. The 
Committee find from the note (Appendix XI"') furnished by the 
Ministry that there are 45 ca~es in whieh notifications giving retros-
pective effect to exemption of excise duty were issued. . 

The Committee appreciate that there might be a practical 
necessity to issue exemptions retrospectively in some cases. They 
however desire that the question of extent of authority required and 
of amending law for the purpose should be thoroughly examined ba 
consultation with the Ministry of Law. 

3.39. On the question of los8 of revenue amounting to Rs. 33'39 
lakhs as a result of g;ving retr03pective effeC't to the exempt:on in the 
present case, the Chairman of the Board stated that there was no 10SI 
of duty Whatever, on account of non-levy of additional duties on jute 
batch;ng oil. The Mineral Oils (Additional Duties of Excise and 
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Customs) Act, 1958 itself specifically provided that these additional 
duties could not be added to the price of the prcduct, and if dutiel 
had been charged on jute batching oil, under the agree-
ments with the oil companies, less duty would per contra 
have been chargrd on many other products. Further, it 
was only in a technical seme, because of wideness of the 
definit;cn of the tar ff item, that jute batch:ng oil was con-
sidered to be refined diesel oil; actually according to trade practice 
as also the Damle Committee Report, such oils were called specialities 
and were excluded under the agreement from the scope of the addi-
tional duty. But the witness added that the audit point was correct 
in that d.~ jure jute batching oil as refin~d dies:!l oil and thus leviable 
to additional duty. Since there was no loss of revenue, it was felt that 
giving retrospective effect to the ~xemption was merely fulfilling the 
form'llity. The notification was not issued earlier, as it did not occur 
to the Department that technically jute batching oil was refined die-
tel oil. 

3.40. '\.'~eCommittee regret to observe that there was an omission 
in the original exemption notification issued in April, 1962 in as much 
as it did not exempt jute batchine oil from additional excise duty 
leviable under the Minerals Oils (Additional Du'jes of Excise and 
Customs) Act, 1958. They are not satisfied with the explanation that 
it did not then occur to Department that technically jute batching oil 
was refined diesel oil. The Minbtry should take necessary stepa to 
ensure that they are posted with better technical data. 

Vegetable Non.-e.sential Oils (Tariff item 12)-para 35--pages 25-26. 

Sub-para (i)-Incorrect grant of ad hoc Tebate Of duty em the e%pOrt 
of Vegetable Non-essential oils-R •. 1· 07 lakhs. 

3.41 An ad hoc refund of M/56th of the duty payable on the vege-
table non-essential oils under the Tariff schedule, i.e., at Rs. 108' 28 per 
metric tonne of oils exported was allowed by Government with effect 
from 12th September, 1959, if such oils were exported through certain 
specifted ports. When the duty on the raw oil was lifted from 1st 
March", 1963, the Government ordered that if reftned oil was exported 
and the refined oil had been manufactured from duty paid raw oil, full 
refund of duty paid on the refined oil at the time of its clearance from 
the factory plus the ad hoc rebate of Rs. 108' 28 per me~ric tonne for 
the raw oil used in the Manufacture of refined oil should be paid. 

3.42. It was found in the case of three manufacturers that ad hoe 
refunds amounting to Rs. 1,07,161 were given for the raw oils in addl-
non to the full refund of duty paid by them on the refined on, even 
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though they had not paid duty on the raw oil. The erroneous re-
funds were made during the period April to June, 1963 and are yet 
to be recovered from the parties. The Ministry have S'tated that 
efforts are being made to recover the duty. 

3.43. The Committee asked how the mistake occurred in t.his case 
in granting refunds. The Member (Central Excise) stated that ori-
ginally an ad hoc refund of duty at the rate Rs. 108' 28 per tonne of 
vegetable Non-essential oil exported was fixed from whatever source 
the oil came. Consequent on lifting of duty on raw oil from 1st March, 
1963 the duty was payable only on processed oil. The trade repre-
::,ented that there would be certain quantity of duty paid raw oil exist-
ing in the market even after that date, and the exporters would be 
exporting it after refining, in which case the duty would be payable 
twice i.e., firstly for the raw oil and secondly for the processed oil. 
Instructions were, therefore, issued by the Board that for a period of 
about six weeks refund of both the duties viz., duty paid on refined 
oil and the ad hoc rebate of Rs. 108' 28 per metric tonne for the duty 
paid on raw oil used in the manufacture of refined oil, should be paid. 
In a few cases referred to in the Audit para the exporter happened 
to be the manufacturer of raw oil as well as the processor. In these 
cases, the raw oil had been manufactured after· the lifting of duty and 
thus no duty thereon had heen paid. But,owing to misinterpretation 
of the instructions, the field officers allowed the reft1nd o.f both the 
duties. Explaining the ?resent position of recovery of the excess 
refund the witness stated that out of the amount of Rs. 1,07,761, 
Rs. 94,216'38 had been realised. The Committee enquired if the party 
concerned claimed the refund or the Department gave it BUO moto. 
The Member (Excise) stated that the party applied for the refund. 
He further stated that the Collector, Central Excise concerned has 
heen asked to realise the balance amount of about Rs. 13,000. 

3.44. The Committee are unhappy to note that in spite of the clear 
instnJctions of the Ministry. the field officer!! 'misintel'Preted them and 
allowed ad hoc rebate on the raw oil manufactured after the lifting or 
duty. which resulted in excess refund of more than one lakh rupees 
in three cases. The Committee desire that'the matter should be inves-
tigated with a view to fixinr responsibtuty. 

Sub-para (H)-Loss of re1,enue due to incorrect permission given 
to work under the compounded levy scheme-Rs. 39,367. 

3.45. Manufacturers of Vegetable nan..essential oils employing a 
single expeller or specified number of certain equipment only were 
eligible to work under the compounded levy scheme from 1st July, 
2346 (Aii) LS--5. I 
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1960. One Wlit employing an expeller and certain other equipmenUl 
which did not qualify for being brought under the compounded levy 
scheme, W'aS brought under the scheme from April, 1961. The mistake 
was detected by the Department only in November, 1961 and a demand 
was issued in December, 1961 for Rs. 39,367, revoking the permission 
given to the unit under the compounded levy scheme. Out of this 
sum, lln atfiount of Rs. 28,200 had become time barred by the time tbe 
demand was raised. The remaining amount has also not been re-
covered so far, since the party has resisted the claim on the ground 
that it functioned under the compounded levy scheme only on per-
mission being given by the Department. The Ministry stated that the 
roncession was allowed by the Central Excise officers concerned and 
that the Collector had already been directed to fix responsibility for 
this lapse. Disciplinary proceedings against the delinquent officers 
were stated to have been initiated. 

3.46. Explaining the late~·t present position of recovery of duty, the 
member (Central Excise) stated that in two cases amounts of 
'Rs. 11,166'42 and Rs. 3,504'SO had been realised. The balance being 
time-barred would have to be realised through the court. 

3.47. White th~ Committee appreciate tha;t lfttrodueUon of com-
pOIUllded duty scheme is l"tetlded f.o he It step towards $bnptUlea,tiob of 
eniae co.nr.l In the tate of Imlall maIlut.cturing ufiits, they cannot 
view wi~ equanlmtty regularities cowunttted by the exei~ olRcen 
while deciding th" eliglhillty ~ the manufacturers to work Wlder the 
~theJrre. The COIIIJIlitft!e flame that the Mildstry tiboutdtake neces-
sary 'Steps 10 eMIIre that M Malpraet1.CM an fGflo~ with regard to 
theeUglWUtt of manttfaet'&U'el'l to work umlet the tdlC!lme. 

Duty ftwegOne bn Nitrocetl'Uilose Lacq'Uers-para36(i), pages 26-27. 

3.48. Nitrocellulose Lacquer~ is a product assessable under Tariff 
item 14. A factory had beetl manufacturing nitrocellulose lacquers 
and using the um.e fOT coating ~l1ophane, another excisable product 
mA!lufaetured by it. No duty, h~wever, was paid by this factory on 
the nitrocellulose llcquers 8tn<!e nth OettJber, It55. The non-levy Of. 
duty was taken cognisance 01 by the Department in May 1962, and 
the commodity was brought under excise control with effect from 
19th September, 19'82. Meanwhile, in August, 1962, the Central Board 
of Revenue issued orders that in the case of this particular factory 
only the quantity of nitrocellulose lacquers actually consumed in 
the process of coating cellophane should be charged to duty. The 
basis of assessment prescribed. by the Board in April, 1M2 was 
applied by the Central Excise Department to past clearances also 



11 
and a demand amounting to Rs. 4;88,797 was made fOr the period 
lrom October, 1955 to September, 1962. 'I'Dis dem.ahd was issued in 
May, 1963. 

3.49. According to a judgment of the Supreme Court delivered in 
December, 1961. the taxable even is the manufacture or production 
of goods and it is immaterial what happens to them afterwards, whe-
ther they are sold, conswned, destroyed. or given away. If the excise 
duty had been levied on the basis of quantity ,produced, ·the manu-
facturers would have been liable to ~ a further sum of lUI. 37,00,498 
for the period 11th October, 1955 to 31st March, 1963. 

3.50. The Committee enquired as to the 'reasons for the inOl'dinate 
delay in bringing the factory which was producing nitrocellulose 
lacquers since 11th October. 1955 under Central Excise Control only 
from 19th September, 1962. 

3.51. The Member (Central Excise) stated that the factory was not 
known as a manufacturer of nitrocellulose lacquers, but of cellophane. 
It came under CE'ntralExcise Control whenctuty was imposed on 
cellophane iR 1961. When the process of manmaetnre of cellophane 
was looked into, it was founn that there was a partic1llla.r solution being 
made by the factory which went into the manufacture'of cellophane. 
The Department thoug'htthat this sblutJidn. Wl'!Iexcisabie under the 
'i>8ints tariff. The matter was still being looked into. 

3.52. Explaining further, the witness stated that a certain part ·of 
the solid content in the solution was deposited on the cellopba.ne. 
The rest was regenerated and pumped back in a 'Cyclical process. ·R 
100 units of the solution were used in the manufacturing 'process, 85 
units came back. were regenerated and went back in the process. If 
duty was charged on 100 units, there Would be 85 units of the stuff 
which had come back and thus it would be a case of levying duty 
over and over again on the saItl'e stu'ff. Therefare,Ocwernment had 
ordered that dutv should be levied on as much of the stuff ils was 
used up in the process. He informed the Committee that the solution 
was sent to the Central Chemical Examitler for artalysis. Atter his 
1 eport. the Government came to the conClusion that the solution was 
r.itrocellulose lacquer and thus chargeable to duty. But the factory 
had contested this view. 

3.53. In reply to a question, the witness stated that the 85 unita, 
which came b~ck after the process, would still be nitrocellulose 
laeouer iltld if it were marlce~d 8S sueh,di1ty woUld be chargea'ble 
cmlhg. ~ 
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3.54. The Chairman, Centr"l Board of Excise and Customs stated 
that he agreed with the view of Audit that 100 units of the solvent 
were taxable. But Government had decided that on economic consi-
derations and for the sake of equity, it would not be justifiable to. 
charge duty on 100 units. 

3.55. He adde9, that the exemption given was under Rule 8(2) and 
was quite legaL But there was no doubt that Government could have 
collected the duty in full or given complete exemption. In this case .. 
• partial exemption had been given legally. 

3.56. The Committee enquired as to the circumstances which justi-
fied this type of exemption. The Chairman, Central Board of Excise 
and Customs stated that apart from the economic and equity aspects, 
the Government's contention was that the total rev:mue derived from 
duty levied on cellophane would be more. The factory was manufac. 
turing cellophane from nitrocellulose lacquer but it had not marketed 
any part of the lacquer. Neither had it been used for manufacturing 
paint; which was taxable under the head 'paints'. Secondly, on the 
value of the moisture proofing, the tariff value was higher and hence, 
the additional value created by moisture proofing was also taken into 
account in calculating the levy oof 20 per cent. Thirdly, they were 
paying on this intermediate product. The witness added that the 
Cactory had represented that a full imposition of duty on nitrocellulose 
lacquers would put them out of business. Having rejected their con-
tention that it was not taxable at all, Government decided to give 
them relief under rule 8(2) so that multi-point taxation was avoided. 
No general notification was issued, but individual exemption bya 
written order was given to two factories concerned, in order to avoid 
complications. 

3.57. The Committee enquired whether the order of exemption 
issued in August, 1962 had retrospective effect so as 0 to apply to the 
quantity manufa~tured from 1955 on.wards. The witness stated that 
probably the collector interpreted it in that way. He added that the 
moment the demand was made the parties were contesting it. The 
parties represented to the Board and the Government of India. The 
Board said that for the present we say that it was taxable, but only 
the quantity which was actually consumed would be taxed. 

3.58. In reply to a question whether the factory used its entire 
production of nitrocellulose lacquer for the manufa~ture of cello-
phane, the witneS$ replied in the affirmative. 

S.59. In reply to another question whether legal opinion was 
IOUgbt before issuing the order of exemption, the witness stated that 



the question of legal opini.on did not arise, because exemption was 
ltiven under the rules. 

3.60. The Committee enquired whether the manufacturer had 
llpplied for exemption on the plea that the commodity was not taxable 
1)r on the plea that he was under certain difficulties of manufacture. 
The witness stated that hill contention all along was that it was not 
-taxable. 

3.61. The Committee pointed out that it was a case in which Gov-
ernment had the right to tax the commodity, but by way of conside-
ration for the manufacturer, it exempted the commodity from the 
duty leviable. The Committee, therefore, enquired whether there was 
no difference between non-taxation and exemption from duty. The 
·witness stated that pending a final decision on that issue (request for 
tlltal exemption) it was considered equitable to give partial relief 
through exemption. The Committee enquired whether Government 
could give such concession on application or 8'UO motu .. The witness 
stated that a number of exemptions were given without any specific 
requests for exemption, on grounds of equity and on economic consi-
·de-rations. The Committee enquired how the quantity actually con-
sumed was determined for the purpose of levy of excise duty. The 
witness stated thai the technical officers had thoroughly studied the 
-whole process and formula and it was fairly easy for them to deter-
mine as to how much quantity was consumed per operation. 

3.62. The Committee regret to note that nitrocellulose lacquers, an 
excisea,ble product, which was Deing manufactured by the factory 
-since October, 1955 was brought under exci5e control only w.e.f. 
September, 1962. They feel that this inordinate delay is hardly 
.excusable. 

3.63. The Committee would have liked the Board to take into con-
-sideration the failure of the party to pay exCise duty from 1955 to 
1.962, before they agreed to give exemption on grounds of equitY etc. 

3.64. The Committee note that the Deptt. agrees with the Audit 
view that the whole of the quantity produced is excisable but that 
for the sake of equity and on economic considerations it had decided 
to charge duty only on the product consumed. 

3.65. The Committee note from the evidence tendered that the 
-appeal of the manufacturer contending that the nitrocelluose lacquen 
Mng produced by it is not excisable .tall is stUl pending. The,. 
""ould like to be -informed about the final outcome of the CMIl 
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3:.68. 'l'b.& CQJllmi~e enquired whether any action was taken 

against the manufacturer for infringement of the provisions of the-
Act, as he did not act~ally pay any ex.cise d1,.J.ty. The witness sbated 
that on the commodity manufactured by him from 1956 to 1962 
though excisable the Assistant Collector had charged the party with 
illegal removal for the period 1955 to 1962 and imposed a token 
penalty since bad faith was not suspected. He added that his appeal 
against <the penalty had been rejected, but his rev;sicn petition was 
pending. In this connection the witness add$d that the Central 
Board had a du~ capacity under the Statute. Besides its executive 
aj.lthority, it had also a quasi-judicial authority. It had to give a 
full hearing to the party concerned be(ore coming to any final con-
clusion. The concession was entirely a discharge of their executive 
functioIlS. 

3.67. The Committee enquired whether having the two func-
tions-executive and judicial in the same Collector was justified or 
desirable, and· referred in tbis connection ,to the Income-tax Deptt. 
Where the Income-tax Appellate Asstt. Commissioner was a person 
ditrerent from the Inspecting Asstt. Commissioner. 

3.68. The witness sta1ed that the matter had been considered 
more than once ~t the highest . level. and it had also been referred 
to the Taxation Enquiry Commission and other bodies. The Taxa-
tion Enquiry Commission had corne to the- conclusion that on. the 
whole the present system was worth maintaining. The witness urg-
ed that the theoretical advantage ·of separating the two had to be 
judged and balance wjth the prac1lical avantage of separating the 
two had to be judged and balanced with the practical advantage of 
fairly quick and rough. and ready dispensation of decision. 

3.69. In reply to a question the witness stated that from 1962 
they had a separate Appellate Collector of Customs. When they 
came up with the new Act, the matter would be considered. by the 
Government and Parliament. The Committee enquired whether 
these committees had considered the point that the parties had to 
go it) appe~l to the very persoIlS. whom the audit had criticised and 
who raJsed the demand after audit raised objection. The witnElaB 
stated that the point whether such cases should go to another oftl-
cer was worth consideration. 

3.70. The Committee would desire that the question of separating 
the executive and judicial functioD.<1 of the COllectolls should be ~i· 
Ously examined, 50 that the parties do not have to go in appeal to the 
ftry same persons who have already ptUI88d executive orders in the 
IIlIDe caee. The €ommittee w.ould like to' observe bere that both III 
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the 11lCCIIDle.~ aad Cu.tOQlS ~p~t" 4P"""te A.u,jbQritiea have 
bee. se~ from tit. e~ec:lItive. They WQUId, tbereftll'e, au.,.t 
that Govenunent sbould ~der the q~e.tion ,., .""'141""1( tke IllUDe 
principle to tbe Excise DeplU'tment also. 

Loss of revenue due to non..realisation of duty on paints in tim&
para 36 (ii), pages 27-28. 

3.71. Paints, colours and varnish became assessable to duty with 
effect from March, 1955. A manufacturer of paints etc. whose 
samples were drawn for the first time in May, 1959 was brought 
under excise control only in August, 1959 notwithstanding the fact 
that lie himself enquired of the Department in March, 1955 whether 
his product would be excisable. Thereafter, Qemands for duty 
amounting to :as. 22,200 covering all clearances during the period 
March, 19550 to August, 1959· were raised in August/September, 1959 
and realised in October, 1959. Out of this sum, an amount of Rs. 11,036 
being the duty for the period March, 1955 to December, 1955 and for 
the year 1957 was subsequently refunded under the orders of Gov-
ernment of India as an ex-gratia measure on a representation made 
by the manufacturer. 

3.72. The Ministry have stated that the non-imposition of Central 
Excise Duty on the paints was due to the fact that after the initial 
examination of the problem, decision could not be taken promptly. 
Subsequently the matter was accidentally lost sight of. 

3.73. The Committee enquired why there was a delay of nearly 
4 years in testing samples to find out whether the product manufac-
tured by the assessee was excisable and what action was taken on 
receipt of the letter from the assessee seeking information as to 
whether the product manufactured by him was excisable. 

3.74. The Member (Central Excise) admitted that it was a case 
of rather inordinate delay as the manufacturer had himself sought 
clarification from Central Excise Officers in 1955. He further stated 
that unfortunately, as a result of certain organisational changes in 
Calcutta at that time consequent on a number of excises coming in, 
certain changes of jurisdiction took place and certain old offices were 
$plit up and new offices were created. During this process, the file 
gotmis.placed and the matter was lost sight of. When it ultimately 
came to notice in 1959, the matter was taken up and the proper duty 
was assessed. He added that it was found that the product was an 
excis~ble intermediary product and that a certain quantity of the 
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final produet-linoleum-was exported. After computing the quan-
tityof the intermediary product liable to excise duty which had gone 
into the manufacture of the final product which was exported, a re-
bate of duty to that extent was given. The Committee pointed out 
that the term 'ex-gratia' used in this case was incorrect because the 
assessee was legally entitled to the refund on the quantity exported. 

3.75. The witness stated that it was called 'ex-gratia', because on 
account of the late discovery of the matter, the process which was 
otherwise necessary to get the refund was not gone through. But 
it was still possible to find out how much of the intermediate excis-
able paint haa gone into the manufacture of linoleum which had 
been exported and a rough calculation was made. 

3.76. The Committee enquired as to the reason for not giving 
refund in respect of 1956 but only in respect of 1957. The Chairman, 
Central Board of Exciae and Customs stated that any manufacturer 
of the same paint was entitled to clear 50 tons of paint produced in 
the year free of duty. In 1957, their total production, after making 
allowance for export, had fallen within the exemption limit. 

3.77. The Committee enquired whether the product of the manu-
facturer concerned fell in the category of small-scale industry. The 
witness replied in the affirmative and stated that their maximum pro-
duction was 50 to 60 tons. In one year, they produced 57 tons and 
were thus charged to duty. In another year it was 53 tons. He 
added that in certain marginal cases, the Board had ruled that the 
production for export would not count in the total production, as it 
would operate very harshly on -small-scale industry whei the pro-
duction capacity exceeded marginally by a few tons and the entire 
production became taxable. The Committee enquired whether it 
was correct not to count production for export in the total produc-
tion for determining whether the industry was a small-scale or large-
scale industry. The witness stated that it varied from industry to 
industry because determining the size was a quite complicated issue 
and in practice marginal cases did arise where the production is ex-
ceeded and the entire production. becomes taxable, which operates 
very haIlShly on the manufacturer. That was why concessions of 
this nature were given on practical considerations. 

3.78. In reply to a question, the witness stated that Rule 8 (2) 
of the Central Excise Rules empowered the Government to grant 
exemptions in its own judgement while Rule 8 (1) empowered it to 
grant exemption only if the manufacturer fulfilled certain. conditions. 

3.79. The Committee are amazed to note that even when the 
Ueensee himself asked the Deputment to inform him whether the 
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product manufactured by bim was excisable no action was taken f01' 
4 years. Such inordinate delay is hardly excuisable. Tbey would 
desire tbat re'iponsibility should be fixed in the matter and suitable 
disciplinary action taken against the c:oncerned officials. 

3.80. The Committee are of the opinion that it would not be strictly 
correct to term the refund given to the manufacturer as ex-gratia 
because the refund was actually a rebate of duty to which the assessee 
was legally entitled. Had the factory been brought under excise 
control in time, the due process for the grant of re·fund would have 
been gone through as required and it would have been possible to 
compnte the exact quantity of the production of the intermediary 
product for the purpose of calculating the rebate, thereby obviating 
the necessity of 'ex-gratia' refund. 

3.81. The Committee would also desire that definite criteria should 
be specified by Government for the purpose of determining whether 
a particular industry is a small-scale Or large-scale industry and 
whether its exports should or should not be added in determining 
its nature if the total production is the basic criteria for determining 
the size. 

Omission to assess an excisable product-para 37, page.~ 28-29. 

3.82. A factory was manufacturing under a drug licence, a medici-
nal preparation called 'Vox Pastilles' which was advertised a remedy 
for cough and sore throat. On the imposition of excise duty on patent 
or proprietary medicines with effect from bt March, 1961, the :factory 
:::topped the manufacture of the drug after clearing the stocks on hand 
by 21st March, ] 964 on payment of duty. From 7th April, 1961, the 
company started manufacture of a preparation named as "Vox 
Juhes" having the same ingredients and medicinal properties as "Vox 
Pastilles", but the specification that it was a remedy for cough and 
sore throat was omit,ted from the packets. The factory also inimated 
the stoppage of manufacture of the "Vox Pastilles" to the Drug Con-
trol authorities and got its drug licence cancelled. While doing so, it 
did not inform them about the introduction of the "Vox Jubes". The 
cancellation of the drug licence was, however, taken by the Central 
Excise Department as proof that the new product was not a drug and 
when the factory commenced production of the Jubes in April, 1961, 
no excise licence was insisted upon and the clearance of "Vox Juhes" 
were allowed free of duty. 

3.83. During the audit conducted in July, 1963, it was observed that 
even thQugh the Central EJreise Inspector had recorded in his file in 
March, 1961 that "Vox Jubes" had the same formula as "Vox Pastilles 
no action was taken to levy duty on the product. This failure was 
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pointed out to the Department as also the fact that there was I1(t 

specific declaration by the Drug Controller tIlat the "VOl( Jubes'" 
was not a drug. The Department replied that no action was called 
for in the matter as the Drug Controller had cancelled the licence' 
given to the factory. On the matter being pursued further by Audit 
a detailed qUestionnalre was issued to the manufacturers in Decem-
ber, 1963 calling for full particulars relating to the manufacture of 
"Vox Jubes" and asking them to state why they should not be required 
to take out an excise licence. The manufacturers agreed to obtain 
the excise licence as well as the drug licenc~ with f'ffect 'C'OT!'\ 1st 
March, 1964 and agreed also to pay duty for past clearances. The 
Central Excise Department raised demands amounting to Rs. 1,29,489' 
in respect of the clearance for the period 7th April, 1961 to 28th 
February, 1964 by allplying the concessional effective rate of n per 
cent ad valorem. Audit pointed out that no concessional rate was 
applicable in this case as initially, goods were cleared without pay-
ment of duty and that the full standard rate of 10 per cent should be 
applied. The Department has accepted the contention of Audit and· 
has raised a supplementary demand of Rs. 27,118 making in all 
Rs. 1,56,607. Out of this amount, a sum of Rs. 85,000 has since been 
paid. The balance remains uncollected so far. (December, 1964). 

3.84. The Committee enquired whether the factory was not under 
a statutory obligation to inform the Central Excise authorities when 
it started! producing vox jubes. 

3.85. The Member, Central Excise, stated that the factory was 
manufacturing what was called vox pastilles which were supposed 
10 be soothing for the throat, under 'a licence under the Drug Act. 
Later on they changed the name of the product to vox jubes and gave 
up the licence under the Act. Previously, they used to advertise that 
it was a throat palliative and when they changed over they stopped 
such advertisements. But it was found that the formula was the 
same and thus the new product was dutiable. He added that neces-
sary demands had been raised and paid. 

3.86. The Committee asked whether mere surrender of· licence on 
the part of the firm was enough reason to assume that they were not 
making this medicine which wou.ld attract duty and why the finn 
was treated with leniehcy after the fraud was discovered. The wit-
ness stated that there were various consideratirms to dec'ide sucl) 
matters. In the present case the local officers were not quite certain 
whether the changed name and changed technique of advertisement 
alld presentation of goods meant something different. But on further 
inVestigation it was found that the product was exactly the same. The 
witness admitted that at this stage there was some delay and thal 



69 
the matter was taken up again at the insistence of Audit. The witn~ss.. 
also admitted that it was at the instance of Audit that the cillference-
of 2.% in the rate of duty was charged for tl)e period prior to 24th. 
April, 1962 and stated that for that period the Government themselves. 
could have charged 10%. He added that from 24th AprU, 1962, the 
duty was reduced to 7;% which then became the general rate of duty 
on all proprietary medicines. The Committee poinoted out that the-
Government had accepted the Audit view and had actually raised a 
supplementary demand. 

3.87. The Committee enquired whether any penalty had been im-
posed on the firm for attempted evasion of duty. The witness stated 
that at the instance of the Board, the Colletcor sent a special officer 
and had an enquiry made. He added that an interim report had 
been received and the matter would be pursued further. 

3.88. In reply to a question, whether as a result of the special 
enquiry any collusion was found beotween the Excise Officers and the' 
factory, the witness replied that there was no indication of that so 
far but there was a prima facie indication that the Superintendent 
who at first allowed the matter to die out must have been negl~gent. 
He added that the question of 'administrative lapses on the part of 
the officers had been taken up. As regards the attempted deliberate 
evasion on the part of the firm, Government agreed with the view 
that the firm was prima ja,cie guilty. 

3.89, The Secretary (R. & C.) informed the Committee that the 
whole of thl:' balance amount due from the firm had been realised, 
but the firm was contesting it. 

3.90. The Committee find this to be a clear case of evasion of duty. 
The fads that the assessee company changed the name, advertise-
ment and surrendered the licence under drug control act, show a 
clear and deliberate intention on its part to evade the payment of 
duty on the product which wa§ in any case dutiable. 

3.91. They note that the necessary demand had since been raised 
and paid but they wish to point out that the omission to license the 
factory and to recover duty c&nstltutes a very serious negligence on, 
the part .f the Central Excise ofIlcials concerned. The Committee 
are of the opimon that mere surrender of the drug licence on the part 
of the fl1'II1 was no reasoll t.o assume that the finn was not manufaf:-
turing a medidnal pt'eparatioB, particularly when the Central Excise 
IIIspetter h_ recorded in his file in March. 196'l that ''Vox Jubes" 
had the same formula as ''Vox PastilleS" and the factory commenced 
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'production of the Jubes in April, 1961, no excise Iieencewas insisted 
upon and the olearance of the "Vox Jubes" was allowed free of duty. 

3.92. The Commitiee regret to note that even after the evasion 
was discovered, the finn was treated with undue leniency. The 
Committee alsO note with regret that a supplementary demand for 
"the difterence of 2~ per cent. in the rate of duty wa'; raised only on 
-the insistence of audit. In view of the circumstances the Committee 
.cannot completely discount the possibility of collusion and malafides 
in the transaction. They, therefore, suggest a through investigation 
and adequate action in the matter. 

3.93. The Committee hope that steps would be taken to prevent ad-
ministrative lapses on the part of the Excise Officers which result in 
omission to as~ess excisable products. 

Loss of revenue due to under-assessment of certa1n varieties of ply
wOOO-para 39, pages 29-30. 

3.94. A plywood factory in one Collectorate was manufacturing 
<:ertain costly and special varieties of plywood. Under Tariff item 
16B, plywood other than that used for tea chests is dutiable at 15 
per cent. ad valorem. Accordingly, the Collector of Central Excise 
levied the duty on the special varieties of plywood manufactured by 
this factory at 15 per cent ad valorem. 

3.95. In June, 1962, the Government of India issued' a notification 
limiting the duty on commercial plywood other than decorative ply-
wood, at 45 nP. per sq. metre. The Government of India, however, 
did not define cOl1lmercial plywood. In June, 1963, the Central Board 
of Revenue issued instructions to the Collector that special and costly 
varieties of plywood should be assessed at the rate applicable to com-
cercial plywood. On receipt of these orders, the Collector, applying 
these instructions with retrospective effect, refunded a sum of 
Rs. 68.053 being the difference between the duty already charged at 
15 per cent ad valorem and the duty chargeable at the rate ot 45 nP. 
per sq. metre as applicable to commercial plywood. Further, the 
assessments from 3rd February, 1963 onwards were made on a revised 
basis treating the special varieties of plywood as commercial plywood 
and charging duty at the lower rate. By this process. a sum of 
Rs .. 52,1,ll1 has been lost to Government. Thus, the total loss of revenue 
on account of application of the rates relating to commercial plywood 
to the special varieties of plywood over the period in question came 
to Rs. 1,20,234 which could have been avoided if the Board had defined 
~omrnercial plywood when it issued the notification in June, 1962 
itself or prescribed a separate higher rate for costly varieties of 
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plywood. In fact. subsequently (in July, ]963), realising that spe-
cial variet:es of pJywood could not be equated to commercial ply-
wood, the Government issued a not:fication prescribing higher rate-
for' such special varieties. 

3.96 The Committee enquired on what basis the Collector initially 
levied a duty at 15 per cent ad valorem in this case. 

3.97. The Chairman, Central Board of Excise and Customs stated 
that as the notification then stood, duty only on tea chest plywood 
and decorative plywood was charged at separate rates; all other 
commercial plywoods including the special varieties were grouped' 
together. Duty on tea chest plywood was below the general rate while 
on decorative plywood it was above the general rate. Therefore, as 
the law stood, the Collector could not have asked for a higher duty 
or special varieties because they came under 'commercial plywood' 
other than decorative, though later on they were separated. In reply 
to a question, the witness stated that the Board did not subscribe to 
the view held by the Collector that it was not a commercial plywood 
and they consulted Ministry of Law also. The tenn 'commercial ply· 
wood' had, however, not been defined anywhere and had it been deftn· 
ed it would have been easy to accept audit point of view. 

3.98. The Committee asked why the term 'commercial plywood" 
had been left undefined and how with effect from 1st July, 1963 a 
category of special purpose plywood was created for which the rate 
was fixed at Rs. 2 after Audit had drawn attention to the matter. 

3.99. The witness stated that the old definition did not cover it 
:md therefore, the notification was amended in 1963 and by the amend-
ed notification, Government obtained the backing of the law to 
enhance the duty. The witness added that until the notification was 
smended, Government had no right to collect at the higher rate and 
the amount already collected at the higher rate was thus in exces$ 
of authority and the difference, therefore, had to be refunded. 

3.100. The Committee consider it unfortunate that the Board should 
have left commercial plywood undefined when in June, 196% it issued 
the notification limiting the duty on it to 45 p. per sq. metre. 

3.101. They are ·of the opinion that while the matter of fixing the 
rates of duty on different varieties of plywood was under considera-
tion of the Board, the Board could ea!tily have asked the Collector 
concerned to withold payment of any refliDd due till the matter was 
decided finally. They are also of the view that if the amendment 
made in July, 1963 to the Government notification had been made 
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-earlier. the additional revenue would have l~tlmately and e.ultabb 
.acCl'ued to Government. 

L08s of revenue owing to mis-classification-para 40 (a), pages 30-31. 

3.102. A certain type of paper intended to be used as 'base paper' 
in manufacture of laminated sheets was dasaified by the Department 
as "printing and writing paper" assessable at the rate of 22 nP. per 
Kg_ till 28th February, 1961. Thereafter, it was classified as packing 
~ wrapping paper assessable at the rate of 35nP. per Kg. till 19th 
November, 1962, even though under the existing orders, paper manu-
factured for use as base paper to certain other types of paper was 
classifiable as "Paper not otherwise specified" assessable at the rate 

,of 50 nP. per Kg. 

3.103. Aggrieved by the decision of the Department for the classi-
fication of the paper as packing and wrapping paper, ihe manufacturer 
:appealed to the Collector in June, 1961 for its reclassification as print-
ing and writing paper. In June, 1962, the Collector referred the case 
to the Chief Chemist who in August, 1962 expressed the opinion that 
the paper should be classified as "paper not otherwise specified". In 
November, 1962, while communicating the decision, the Collector 
ordered that difterential duty in respect of assenmlents alr&ady made 
during the preceding three months at lower rate should be realised. 
No action for the realisation of the differential duty amounting to 
Its. 3,49,812 for the ,period from 15th February, 1961 to 21st August, 
1962 could be taken by the Department due to the operation of the 
11me bar. 

3.104. The Committee understood from Audit that the Chemical 
Examiner gave three different findings on three dift'erentoccasions in 
regard to the same paper and desired to know the reasons therefor. 
The Member (Central Exclse) stated that the various items were 
changed in the meantime and probably he came across further lite-
rature on the subject. He added that at the time when he gave the 
original interpretation the rate of duty on writing paper as well as 
!packing ana wra-pping J)1lper was the same Le., 22 ni'. When the 
ttotyOb tbe latter became 35 np. he tried to find out whether the~ 
was any distinction between the two. As it was very dffftcult to dtf-
ierl"ntiate between the two kinds of paper, the distinction for the 
'purpose of duty was made largely on usage or the primary purpose 
for which it was used. 

~.l05. The Committee pointed out that it would be very difftcult 'foi' 
'the lEoat'dto ascertain 'thellse towhicb the paper would be put at 
the stage of etther manufacture or sale. 'l'he Secreta'ty '(R&.C.) 
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.admitted that it was certainly difficult to draw a Une of demarcation 
but the main factor which was taken into consideration was the nor .. 
mal or common use to which the paper was put. He added that inspite 
of their best efforts they had not been able to define every kind of 
paper completely ~d precisely. Therefore, by trial and error, they 
tried to systematise their classification and build up case law. But 
in the beginning cases of differential assessment and wrong assess-
ment were bound to arise. In reply to a question, the witness stated 
that the function of the Chemical Examiner was not to classify the 
paper himself but to assist the assessing officer with technieal advice, 
whose duty it was to classify. 

3.106. The Committee pointed out that in the present case it was 
the chemical examiner who classified the samples for the purpose of 
different rates of excise duty and that had become a guiding thing 
for making assessments. 

3.107. The Secretary (R.&.C.) stated that in this case the opinion 
of the chemical examiner was agreed to as sound law. The Chairman, 
Central Board of Excise and Customs stated that they had now taken 
steps to make it clear to all officers including the chemical examiners 
that the chemical examiners should find out the constituents, etc. but 
the actual assessment should be done by the officer concerned and not 
by the examiner. The Committee enquired whether Government 
considered that it had suffered no loss in this case, as pointed out by 
Audit. The Chairman, Central Board of Excise and Customs stated 
that so far as base paper was concerned, Government had classified 
it as 'paper not otherwise specified', but he added that the party was 
contesting the orders of the Government through a writ petition in 
the High Court and until the High Court upheld the view of the 
Government it could not be finally said that there had been loss of 
duty. 

3.106. As regards the non-recovery of the dues because of the O:i)e-
ration of the time-bar, the witness stated that the 'Collector bad been 
'instructed to effect the recoveryth.rough a civil Nit, if ~ry. 

3.1 09. The Committee enquired whether Government was contem-
-plating amendment of the law to cover such cases of recovery of duty 
where there had been wrong assessment due to mistaken classifieation 
or collusion or fraud and in which the time-bar had come into opera-
tion. 

3.110. The witness stated that in the new draft legislation being 
h-amed, firstly, the Government was taking the power of t"evi~ so 
t"'1at within a certain period, the Collector or the Boa'l'd could review 
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the orders and rectify the mistake, secondly, the Limitation of time 
was being changed, ie., the routine limit of three months was being 
raised to six months, power to review was being extended to 2 years 
~nd in cases of collusion or fraud, the time limit would be extended 
to 5 years. The witness added that besides that, it was being consi-
dered whether specific powers should be taken for recovery by civil 
suit, but in this matter, there was no clear case law. The present case 
was being treated as a test case. 

3.111. Th~ Conunittee pointed out that under Rule lOA the Govern-
ment had unlimited powers of recovering the amount any time. The 
witness stated that a decision of the Bombay High Court had cast 
serious doubts on the scope of Rule lOA but the general view was 
that because it was a case of short 'levy through error or miscon-
struction, Rule 10 was applicable. 

3.112. The Committee regret to note that due to three difterent 
Rndings of the Chemical Examiner on three occasions, in regard to 
the same type of paper, duty could not be realised at the proper rates 
and at the proper time, with the result that the recovery of duty due 
became time-barred. The Committee desire that the classification ()~ 
different varieties of paper should be systematised as far as possible 
in order to minimise the risk of wrong assessment. 

3.113, The Committee arc glad to note that the Government pro-
poses to amend the law in order to take powers of review and to 
extend the period of limitation in cases of misclassification or collusion 
or fraud. They note that steps have been taken to eftect recovery in 
the present case through a civil suit., They would like to be inform-
~ of the result of this suit. Keeping in view the outcome of this case, 
the question of taking specific powers to effect recovery by means of 
dvil suit should also be decided. 

3.114. The Committee hope that in'>tructions issued by the Board 
tltat'the ChemiealExaminers should be responsible for finding out the 
constituents etc. only and the actua.) classification shouid be done by 
the officers and not by the examiner, will be strictly adhered to. 

Loss of revenue due to 7mcorrect clallsifkation-Rs. 1,77,726- para 
40 (b), page 31. ' 

3.115. Off-set paper produced by a particular paper factory in a 
Collectorate was being assessed to duty as printing and writings paper 
under Tariff item 17 (3) at the rate of 22nP. per Kg. Off-set paper of 
grammages above 85 is not used for printing or writing but for draw-
ing as reported by the Tariff Commission in 1958. Having regard 



'5 to this, the 'Oenlra'l Board of Rewnue also clarified in August, 1963 
that such pa'i)eI- I!Ihouldbe assessed upder'Tariff item 17(1). 

3.116. By levying duty-at a lower Ate of 22np. per Kg. instead. of 
at 50 np. per Kg., there was 'an under~assessment of Ra. l,71,7ra6 in 
respect of the clearances of such off-set paper from the mill during 
the period July, 1962 to August 1963. The Ministry reporied-that.inee 
orders for levy of duty under Tariff item 17(1) were issued only b'l 

, August, 1963, the earlier assessments were correctly made accordillg 
t.o the instructions then in for~e. 

3.117. The Committee desired to know why instructions regarding 
C'lassification of off-set paper were not issued 6n receipt of the Tariff 
Commission!s Report in 1959. The Member (EKcise), stated that the 
report of the Tariff Commission was meant. for fixation of ex-works 
and fair selling prtce, and it had nothing to do directly with Central 
EXcise. tariff. He, h()wever, admitted that it was true that that would 
be one of the considerations to be . taken into account for purposes 
of classification of th.e commodities mentioned there under. Explain-
ing the background of -the case, the witness stated that thl! pMnl re-

,garding the particular variety of paper· was ftrst -rai1sed by otte of the 
Collecto!'s and·the -matter was investigated from 1-961. Mtet' ~onsult

,ing the varioUs expert&. a -rW.ing wall issued by the BoaTd, aecording 
to which the classification of thia paper was -being made 'hy tbt! ofti-
.ce.rs anci duty was charged accordingly. Later on furtherconsfden-
. tion, tilis ruling had to be changed-on. 21st· August, 1163. ·This '!'Uliflg 
.classified.the paper into aca~wy.which was liable to higher rate 
of duty, - , -' ... ' 

3.118. The Committee pointed out thatthe'~onimodity was being 
correctly classified by the Bihar Collectorate while the Calcutta 
CollectoNlte . was . .assessing it at a 'ictwer. duty aaci ~his factor- was 
brought to. their notice by the Audit. 'Th~e W1ls ,al80 the opinion of 
{.he Tariff Commission 'which they knewaince 1959. The Committee, 
therefore,·. enquired why d~ent -duty was char.ed for the- same 
.commodity and why they did not clarify this and take'. decision much 
earlier than 1963. The witness stated that the first decision'watS taken 

,.i", Marchi 1962· but that decifJWn happened to be different from the 
deci~ion taken in August, 1963. The-Chairman of the Central Board 
of Excisltand,Customs· added . that till August, 1961. some· Collectors 
on their own, were charging different rates of duties. In practi{'e 
this sort of differential assessment did take place while in theol'Y such 
things should not happen. That was wby they had eha1'1ged their 

. ordE"r aCC01'dlng to whieh, 1'10 collector, on his own, should change his 
establ!shed practice tm the Board ha'd issued instructions on an all-

, rildia' basi!!. . . 
2346 (AU) LS--6. 
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3.119. In reply to a question, the witness stated that off·set paper 
was certainly printing paper. This point was looked into earlier in 
consultation with the Development Wing. The Tariff Commission's 
Report was directed mainly towards price fixation and not necessarily 
towards a question of classification, that normally off·set printing 
paper above a certain weight. namely 85 gm. was used as cartridge 
paper for binding purposes. They took some time to decide about it 
because they had first to ascertain the all·lndia practice. The opinion 
on ,that was varying between Collector to Collector and from place 
to place. Secondly, trade also were arguing about it. They met their 
association some time early in 1963. The witness admitted that in 
deciding this issue they had taken some time and assured the Com-
mittee that they would endeavour to streamline the procedure as much 
as pos:;ible. He further stated that in practice, they could not gua· 
rante~ that it would be always possible to ensure uniformity for each 
and every item. There were different types of paper known by 
different names. It would be difficult to assess them uniformly. 

3.120. The Committee pointed out that in this case the discrimlna· 
tiori in levying duty was of all executive nature, as th@ rates varied 
from Collectorate·to·Colleetorate. The Secretary, Ministry of Finanee 
(Department of 'Revenue & Ca.ordination) agreed that the Board 
!lhould try to arrive at a decision as quickly as possible s6 that uniform 

. practiee was established thr~ughout th~ country. He added. h~wever, 
·that it was difficult to lay doWn a time 1imit within which a decision 
sh~1.1td be taken. In reply t~ a question. the Committee were informed 
that one party had gon~ to the court with a writ petition and a num-
ber of them had reptesented. 

3.1%1. The ec,mmittee are not happy over the time-lag of four years 
which GCcuft.ed in this case between the issue of the reJ)Ort of the 
Tat'lff Commission reprdlng actual use of off-set paper above partl· 
rular grammage f01' drawing and the final decision taken by Govern· 
ment to classify it as !luch for the purpose of levy of excise duty . 
. (The Tariff Commission reported on the matter in i9s9 and Govern-
ment Issued instructions in Aurust, 1963). In case of one factory the 
'055 of revenue due to delay in issue of classification amounted to 
Ks. 1'78 Inkhs during the period July, 1982 to Augu~t, 1983. 

3.U%. White the Committee note that the Tariff Commission's 
report was not directly concerned with enforcement of excise tariff, 
they are surprised Why tl,e Boord did not then take note of 1heir ex· 
pert opinion on .. matter having a bearing on the excise control. What 



77 
i. more disturbing is that even after the point was raised by a collec-
tor in 1961, the ruling given by the Board in March, 196Z was not in 
consonance with the opinion of Tariff Commission and it took them a 
further period of about H years to come to the final conclusion. 

.. Obviously the earlier ruling was given after a perfunctory examina. 
tion of the matter. 

3.123. The. Committee are also not satisfied over the different 
Collectoratea charging' different rates of duty on the same article. They 
feel that the Board should ha,ve a dose co-ordination with the various 
Collectorates In order to ensure uniform application of excise tariff 
Rnd necessary steps should be taken in this direction. 

Loss of reveTlJIl.e owing to Misclassification-Rs. 12.38 lakhs--.parcz 
40(d) & (e), page 32: 

3.124. In a paper factory, "brown pulp board" and "white pulp 
hoard super calendar water finished" which were classified and assess-
ed to duty at 35 nP. per Kg. under Tariff item 17 (7) were declared 
by the ChemJcal Examiner, in November, 1962 and April, 1963 to be 
"sPeCial paper and board not otherwise specified" and "specially treat-
ed board" respectively and assessable to duty at 50 nP. per Kg. under 
Tariff item 17(10). 

3.125. In the case of brown pulp board, the Department, on re-
ceipt of the Chemical Examiner's opinion in November, 1962 reopen-
ed the assessments made from April, 1962 onwards and realised a 
sum of Rs. 95,205 on account of under-assessment of duty durIng the 
period 1st April, 1962 to 11th November, 1962. However, as regards 
white pulp board, the earlier assessments were not reopened and 
revised and the correct classification was adopted only with effect 
from April, 1963. 

3.126. By not classifying the paper correctly, there has been aloes 
of revenue amounting to Rs. 4'26 lakhs for the period May, 1961 to 
March, 1963 in respect of the white pulp board. The loss in respect 
of the brown pulp board on account of improper classification prior 
to April. 1962 has not yet been reported. 

• SUb1Qara 40(e) 
3.127. "White map litho paper !Super ~lazed" manufaciured by the 

!'lame factory and assessed to duty at 22 nP per Kg. under Tariff Item. 
17 (3) was classified by the Chemical Examiner in September, 1912 
as "Imitation Art Paper" assessable'to dutv at 50 nP. ner K~. under 
Tariff item. 17(1). Accordingly, differential duty at 28 nP. per K~. 
was realised from the factory for the period June, 1962 to September, 
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1882."No action was· however, taken to levy dift'erential duty Yor 
the period prior to June, 1962. Ona test dheek. of the loadiIlg advices 
for the period April, 1961 to June, 1962 it was found that the loss of 
rev8mie worked. out to Rs. 1'94 lakh. approximately. 

3.128. The Department replied. in August, 1964 t;hat there was nQ 
record to show the exact date from which misclassifl.cation had 
s~ 

'8.t2i. The Committee desired to know why there ,was " delay in 
dnwm, outsam.ples for chemical ,analysis. and after the Chemie.al 
exunmers' .report was received, why no unifOl"m. practj,:e Wail fol· 
lowed in recovering the back duty. The Member (Excise), the ,Cen-
tral Board of Excise and Customs stated that these were various 
ldn.ds of paPers. The question of their classification under the tariff 
and the levy of a duty thereon had presented .problemsa1'1dfhe yari-
ous ofli~s .in vaI10us jurisdictions had taken action according to 
their own Ught and on the advice of the chemiCal examiners and 'the 
other advice available to them. ' ' . _. 

~.130. The Committee enquired t~ reasons tor adopting ,djffel',e~t 
criw-ia -for assesament in the three .C~S, i.e, even though in aU th~ 
c~" the ~~l examiners' report was ~,ceiY'ed ,and the, De~ 
ment's decision ,was based on that report, yet in oIWJ .case it was re:-. 
trospective, in the second case it was from the date of the receipt of 
the repol't and in the third case again it was'fl'Om 3 months prioI" to 

, the receipt of the report. The witness promised to fum ish a note on 
jt,'TM note' furnished by the Ministry is at Appendix XII . 

. ' 3.l3l.lt was f\Uiberpo41ted 01,lt by the Comn;l.ilt~ tha~ ~hp.t made 
~~ ~ odci W8$ the fact that this ~ing hap~~ed, in the ,same, tIJc7 
tpJ'¥.and under the same collector. The witness stated that ~he col-
lector himself had said that he was not sure that tlt.~ ~cijon ,by hl~ 
subordinate staff in claiming the duty was correct. ' 

:tl~. 'l'U Com~ttee regret to lbad (rpm the note furnished (A.1J-
peodi~ XIl) that in these eases th~ was d.eJ~y i.1,1 drawi.ng ,out sam.~ p. fgr. eJlemlcal analysis. Further, although tl)e ~ases rela~ tf) tJae 
same Collectorate no uniform practice was followed in ,refov~g 
back duty (after the Chemical Examiner's report was received). In 
the case of brown pulp board the assessments were .re:o.pe1ed ·from 
AprU. 1~2, the date when manufacture of this partic~l~ y~rjety, was 
commenced by th~ factory. In the sec~d case (w:hite pu~p ~rd), 
u.~ re~ent of duty WIUl oJlly from. the, 2.1st March, '1963. ~e 
,~te on which the IlSsesSJIlent s:tispute aro&e. In ~he ,thi~d .case 
,(Wqite tnlaP litl)o paper 81.Jper gl~ed), QJl the ,basis qt. the ch~i~~l 
expminers optnJQn of August 1962, a demal}d notice,was ,ssued In 

, . . ',"", 

~ot 9Cttcd bY Audit. 
_____ " __ ~'_' ___ 'w"_' ___ " _____ '_'_" ___ ' ___ '''' __ .... _ •• __ 
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September 1962, for recovery of differential duty in respect of the 
clearances made withjn the period of limitation of 3' months, t~. 21st 
June, 1962 to 20th September, 1962. The Ministry have eXplain:.ed 
that the reasons for different practices adopted in applYing the revis-
ed assessment in the three cases were due to the fact that dif!erent 
ofticers took decisions at different times. While in respect of the 
seCond and third cases above, formal orders changing the exiSting 
classification were issued by the jurisdictional Assistant- Collector of 
Central- Excise, no such orders were issued in the first case t.e; ''browtl 
pulp board' where the factory officer con~med raised dema~dS for 
differential duty with retrospective effect from April, 1962'inrespect 
of all past clearances beginning from the date the factory cori'Unenced 
production of the particular variety of pulp-board. 

3.1~3~'Phe(!ommittee aote with surprise that not cmJ)' 1t01IIIiIorm 
prOcedure was follG'fVed in the reeovery of back duty, but' allo the 
decisions were taken by the offieet'\S at diftereDt levels. The Commlf.. 
~ feel that the procedure needs stream:liDing with a view to acfdey.. 
ing uniformity in reprd to both realisation of back duty and del .. 
tion of thesepowen to the officers. 

Non-tlJ'Vy of excise dtl.ty on the yarn CO'ntairied in trade sampleB oj 
cotton firbrics-Rs. 24,47~ra 41 (i), pages' ~ 

3.134. Cotton yarn became an excisable commodity with effect 
from March, 1961. In April, 1962, the Central Board of Revenue 
issued orders that yarn contained in trade samples of cotton fabrics 
should be exempted from duty. It was later on clarified by the 
BOard that the above orders would have effect from the date of issue 
only. 

3'.135. It was, however, noticed during the course of audit. that in 
,many'aase8, the Centml Excise duty was not levied during the period 
from March, 1961 to April. 1962 on the yarn contents of trade samples 
of catton fabrics. The total under-asaessment on this account in 
some of the Central ElCcise collectorates amounted to' Rs. 24<,4V5 out 
of which a sum of as. 23,741 has since been recovered. 

3.136: Further, under rule 8(1) of the Central ExdseRules, exemp-
tion from duty may be authorised by the Central Govemment- only 
by issuing a proper notification under that rule. In the' Prelel1t eae 
the exemption given by ari executive order of the Board has ftDt 
been regularised so far by i'S9ue of a notlftcation. 

3.137. The Committee desired to know why duty was not levied 
on yarn used in trade samples in spite of clear instructions from the 
Board: to impose such levy and whether the balanr.e amount of'Rs. 734 
'had\ been recovered. The witness sta~ that the outstanding~t 
'of RB. 734 had been reaUsed. He further stated that the CoI.leetor 
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W already been asked to take appropriate action in the matter in 
U1eee cases. There was a lapse on the part of the officers concerned. 
'The ooncerned officers had given their explanation for it and had 
stated that it was a case of in-advertence and omission on their part. 
The Collector had already issued cautionary notices to the officers 
co~med in the case of the N agpur Col1ec,torate where the entire 
amount involved had been realised. The witness added that this • 
waa not a case of wanton disobedience of orders, but just negligence. 
A copy of the warning would be pfaced in the character rolls of the 
persons concerned and this would certainly have effect. At the last 
collectors' conference also this case was taken up and collectors had 
been asked to see that such cases were not allowed to happen.. 

3.138. The Committee reeret to point 01lt that this was a dear cue 
of failure of the Central Excise ofIicers to levy duty on the yBI'D used 
In trade samples in spite of the clear instru.et:ioQs of the Board to 
impoee such a levy. They hope that the otJiC8l'5 will be more care-
fa! in future, and that SUtCh lapse5 wiD not occur again.. 

3.139. The Committee enquired why exemption given by an exe-
cutive order of the Central Board of Revenue had not been reiWaris-
eel by issue of a-notification. The Chainnan of the Central Board 
of Excise and Customs stated that ootton cloth samples were of no 
commercial value and they were in small bits. Technically, the yarn 
that had gone into them became dutiable. There were a large num-
"ber of other products where samples were issued and where other 
intermediates had gone into their manufacture. If exemption noti-
fication. were issued in every case, they were not sure whether such 
notification would be exhaustive. That was the reason why they 
had provided a clause in the amending Bill suggesting that Govern-
ment should be given some general latitude in. these minor matters. 
That was not remission or abatement of revenue in the real sense of 
the term. It was just to provide administrative flexibility. If for-
mal notification of exemption was issued in one case, then doubt 
miiht arise in the case of certain other products and then in that 
case every thing should be covered. It was not possible for them 
to spot every single case and issue notification. The witness added 
that theoretically, it might be conceivable but practically it would 
involve an amount of work and possibility of errors that might be 
stupendous. So they were trying to get general powers and in the 
case of bonafide commercial trading samples a notification might be 
issued rather than going into subsidiary cases. 

3.140. He admitted.. however, that there were 80 many notifica-
tions, bulletins, etc. that unless one was vmy studious, it was quite ' 
posslb1e that one might overlook something and that was why the 
Board were not very keen on issuing too many notifications. 
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3.141. The Committee are not happy over the practice of aUowin, 

exemption of duty by executive orders instead of issuing a proper 
notification as required under rule 8(1) of the Central Excise Rulel. 
Apart from the le,al position, they are not satisfied with the expla-
nation that there being already so many notifications, bulletins ete. 
involving the possibility of the officers overlooking some provisions. 
the Board were not keen on issuirig too many notifications. For, the 
same difficulties will iU'ise in the case of issue of . executive order •. 
But if for administrative flexibility, Government desire some latitude 
in such matters, they should obtain authority to do so from parlia-
ment by introducing an amendment to excise law. The Committee 
hope that the difBculties faced by the Department and the extent of 
delegation of powers required to resolve them would be careMly 
examined. 

On being asked why notifications were not laid on the Table of 
the House, the witness stated that they hoped to rectify the position 
in this respect very shortly. In reply to another question, the wit-
ness stated that in the excise Tariff all the notifications were incor-
porated. There were also various technical bulletins. Every range 
was getting a copy of the technioal and administrative bulletins. 

3.142. The Committee desire that the procedure should be rectified 
early makin, it obligatory to lay a copy each of all notifications issued 
by . the Department befo-:e Parliament. . 

Incorrect refund' of duty-Rs .. 23,874-para 41 (ii), page 34: 

3.143. In April, 1961, the Government introducted a compounded 
levy procedure for yarn. Under this procedure, mills manufacturing 
yarn were given the option to pay the duty on the yam not on the 
weight basis but on the area basis of the fabrics into which it would 
be finally woven within the factory. Government also issued in-
structions that this compounded levy scheme might be availed of 
retrospectively from 1st April, 1961 in which case the mills were to 
be given refund of the duty paid by them on the cotton yam at the 
normal rates retrospectively from 1st March, 1961 to the date they 
presented the applieation for the compounded levy procedure after 
deducting therefrom the duty recoverable on the yam content· of 
fabrics cleared dUring that period. While making thetefund, the 
quantities of yarn which were not woven into fabrics were not ex-
cluded, in Ii few cases scrutinised in test audit. This had resulted 
in an eltcess refund of Ri. 23,874 in the case of six textile units. (Tn 
the same Collectorate other similar Ia:pses later' came to notice of 
Audit bringing total excess refund to &. 88,968). " 
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3.144, 'I'he l\l.inistry Ittated that discip~a.ry actio.~ had been ini-
tiated against the C~nt.ral Excise ofticersconcern~. . 

3.145. The Committee enquired how the excess J:efood OC(!U(l'e:d. 
The witness admitted that there had been a lapse. Out of th.e amoWl.t· 
at Rs. 24,38" 83 relating to 6 textile unIts, on Qre-check it 'hli<l been 
found tllat an am~t of Rg. 6/671' 13 had already been realia.'.d. Sq,. 
the net am~unt realipble was Rs. 17,8SJ8' 52 whj~h. had betm ~alised' 
in fuU. 

3.1~. The Commit.tee poWed.; out that the Apdit had inlDrmed 
the Excise DeP8J:'tinent that there w$'e.41 ~ases of ~ t~ and the 
anlQunt inVQlved. was Ra. 64,000 and :as. 22,~ had already beell rea~ 
Used out of it. All these cases happened to be in the same aollecto-. 
rate. The Committee enquired whether it was the fault of the coHee-
to!" ~lt or it was of the subordinate- ofticials. The· Chairman of 
the Centre1Board of Excise and Customs stated that the Dire:~torate 
of IpspectiQn was enquiring in th~ matter. He ~ that there were 
one or two. other instances. also where· there had been serious mis-in-
terpretationa: of rules. The witness stated that those particular offi-
cer" went. beipg proceeciec1againsL. He added. that "there is no doubt 
to say the least they have been rather deUquent." 

3.141. The Committee feel concerned· .. er as many as 41 CHell of 
omission to follow the Board ~ in dille same CoDeetorate 
resulting in a large amount of excess refund~ The Committee would 
like to ~ th~~OIIJe of the inv.estiption. intQ the ~tter by tU 
Directorate of Inspection and the action taken against the ofIlcen 
c.ohcemed. 

NOfI..J...."" of. 414ty. em cottpn ya.m cl..-ed Q8 wcz.s~. yam:-R.; 20.071-
PQra 41 (iii). 'PfI.{Iell, M.-35: 

3.1 •• W.te cott.Qn yarn was. exempted from payment: of duty. by 
a Gove~t ord .. ls&Ued in April, 1961. It was also clarified by 
Govel'lUYt8l):t that only yarn. in taIlgled. fotm. and which. could not be 
dbentag!ed witbollt colllideral)le labQur shQU]d be coMidered. a& 
w ... ~·y,llJ"nt H()wev:er, certain typet of yUft (kJwwnas'fsized waste 
of yam") which wen nQt in the,t,Onn of tflneled mass: went allowed 
clearance: as wast.. cotton yam without leYy .. of d.uty. The Board 
c~ in OctQb.er., 1982, tbat su.ch: ~~ of yarn a9 "sized.: waste 
of yam~' would be ~ble to duty. Hpwever, the- Boarc:l~8 orders 
weI'e taken .. being effec:tive only· from· the date of issue of·tbese 
ord8!N: ~d d--.d ... not. rals!ed' in ~ of yarn.. n<>t levied to 
duty earlier.' 
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3.149. In three cases even after the issUe of the Board's circular, 
the gqed wastlt of yarn was all~ to be cleared without payment 
of d"ty. The total amoWlt of reYenue lost on account of thiS l~ 
ill one collectorate came to RB. 20#71 according to Audtt. The Mth-
istry stated that the question as to how such an irregularity took 
plP'!e, is Wlder investigation. 

3.150. The Committee desired to know the result of investigation 
anc:t progrM3 of recovery of the demands. The witness stated' that 
RB. 6,725.31 had been realised, Rs. 6,447 was u,nder dispute by the 
parties and Rs. 4,403' 99 was under correspondence with the 
Accountant General. 'nle total came to Rs. 17,M6 whkb was the 
rev.ised figure as. given by the CoUector. 

3.15l. The Committee enquired. whether the particular collector-
ate involved in this case did not follow the Board's definition of waste 
cotton yarn from the very beginning. The witness stated that that 
particular collectorate had been following its own definition from. the 
very beginning as they were persuaded by the textile industry to 
follow the definition. There was also an order under the teKtile 
control order. Sized waste yarn was treated as waste yam. The 
Textile Control Order and the Central Excise Act did not necessa-
rily cover the same field. But this point had been the bone of con-
tention as to what exactly was waste yarn. To .start with, the Board 
took a common sense view that whatever could not be disentangled 
and re-used was waste yarn. In reply to a. question, the witness 
stated that there were two types of waste yarn. One was yam made 
out of waste cotton, fly cotton. The, other was, the damaged yam that 
was; waste yarn. Now 'their general definition was more e~borate 
and it was not co-extensive with Textile Control Order.· The wit-
ness added that it was correct, that in that particular Collectorate. 
they tended somewhat to ignore the Board's ruling and be guided 
by the trade and textile control definition. For this purpose an all 
India Enquiry W.88 made and a, ruling on this subject was given on 
9th December, 196,3. This ruling was the latest on the subject and 
it was now the all India practice. TheruUng says that the so called 
shorts, cut wasters, hard wasters, weaving, sweeping and shnJlar 
waste yarn which were all of such short length that these could, not 
in fact ordinarily be used for weaving running length cotton fabri4?S 
might be deemed to be covered by the term waste cotton yarn. 

3.152. The Committee consider it unfortunate that the particular 
eoUec:torate should have ignored the classification given by the Boud 
in October, 1962 that 'si2,ed waste of yarn~ was assesable to duty and 
eontlnued to clear such yarn without payment of duty. Such a ten-
deuc)' on the part of Col~torates to ignore Board. in.tzuction needS 
ta.be put clown. bt. the pretellt. eate, if the CoIleetor bad a pa.u1D.e 
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doubt about levy of duty on sized waste of yarn 'having regard to the 
definition aPvea in the Textile Control Order that this type of yarn 
wu to be treated as waste yarn, he should hln. referred the matter 
to Board. and in the meanwhile imposed duty thereon. 

3.153. The Committee have come across a few other instances alllG 
where the Board'. instructions have not been followed by the Subor-
cUQate omc:ers. The Committee re,ard this as both serious and un-
f~rtunate. They desire that a very serious view should be taken of 
aucll deliberate violation and immediate steps should be taken to 
euuresupervisions and precise compliance with such orders. 

Losl of revenue due to dearance of yarn in non-standaTd banb
Rs. 35.69 lakhs-para 41 (it», pages 35. 

3.1M. The Central Government had issued notifications from time 
to time providing for the whole or partial exemption from levy of 
duty in respect of single grey or bleached and grey multiple-fold 
cotton yarn. if issued out of the factory in hanks. According to 
Audit, though the plain meaning of the word, a hank means cotton 
yarn of the length 840 yards (768 meters). the concessional rate of 
duty was being applied in seven Collectorates to cotton yarn exceed-
ing the standard length. On 17th August, 1962. the Board clarified 
that the length of a hank for the purpose of the concessional rates 
was 768 metres only. By applying the concessional rates to clear-
ances of hanks in exc~ of the· standard length prior to 17 August, 
1962, Govenunent had lost revenue to the extent of Rs. 35.69lakhs 
·in seven Collectorates. (Subsequent to the printing of the Audit 
Report, information regarding two other Collectorates was also re-
ceived. bringing the total loss of revenue to Rs. 40.03 lakhs). 

. -3.155. Explaining the background of the concession given for the 
yam issued in hanks. the witness stated that when the duty on cot-
ton yarn came into being in 1961, the idea was not to levy any duty 
on that part of the cotton yarn which was used by the handloom 
weavers. They were advised that the handloom weavers used yam 
which was only in hanks as differentiated from that on 
the bobbins and in various other forms. Therefore, a notification 
was issued simultaneously with the budget provision for the duty 
o,n yarn that under certain conditions, this yarn issued in hanks 
would be free of duty or would be entitled to a certain concession. 
The main confusion would seem to have arisen from the word "hank" 
,as this word was not completely defined. A hank could be, in the 
generic sense yam in the form of a coil or loop. In a more techriical 
sense or more professional sense, it could be a particular length of 
yarn. though the form was the same, loop or coil, but jt contained 
a particular length of yam. . There was a further confusion not only 
·with them but with people also who dealt with it every day. The 
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term. "single :Q.ank" or "double .hank" was also. used. Nevertheless 
they were hanks. They had defined it was that yarn which was in 
that form only to the extent of 840 yards per loop or per coil and no 
more. The coil or loop was the form in which the hank was sup-
posed to do. 

3.156. The Committee enquired why some Collectors . had not 
levied duty on yarn exceeding the standard length. of h~ The 
witness stated that the Collectors were interpreting it in the broader 
sense till the issue of the order of 17th AugUst, 1962 clarifying that 
the length of hank for the purpose of the concessional rates was a 
hank of 840 yards. 

3.157. In reply to a ~uestion the witness stated that their original 
intention was to give concession in the fonn opposed to bobbins or 
cheases or cones of yarn. They were not aware of the double length 
hanks. Later on, they came to the conclusion that for the basic pur-
pose of giving encouragement to handlooms it was desirable to stick 
to the smaller lengths because that was more commonly used by the 
handlooms. With the longer lengths, there was also greater danger 
of their being misused by powerlooms, because it facilitated machine 
winding. 

3.156. The Committee enquired whether they were recovering 
&. 35'69 lakhs. The witness stated that they did not intend to re-
cover because this was before 17th August, 1962. Anything accru-
ing after 17th August. 1962 would have to be recovered. 

3.159. The Committee pointed out that if according to the letter 
of the law as well as the intention of the Central Board of Excise 
and Customs, this amount of Rs. 40'03 lakhs was realisable it should 
have been realised. The witness stated that the amount would not 
be realisable because hank was not preCisely defined. They had to 
face a genuine mistake. The Committee further pointed out that 
till the Board gave a preciSe definition, the ordinary dictionary mean-
ing shoUld prevail. 

. 3.160. The Committee desired that a statement might be furnish-
e.d showing in how many units excess duty on the strict interpreta-
tion of hank had been charged before 16th August, 1962 and in. how 
many mills concessional rate had been charged. The infonnation· 
is given in Appendix XIII. 

3.161. The Committee regret to note the omissiOil of the Board to 
define the word 'hank'. This resulted in the· hanks of·IOIller len,th 

·Not vetted by Audit. . 
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being cleared at concessioDal rates ef duty before the issue of clari-
ftcation in Aupat, IH%, lavelvlDg a .conaideraWe loss at revenue 
(Bs, .'03 Iakha in niae CoIIeetontas). Apart bom tlUs loss, the 
plU'fOR of ~ the- coJUlellllion., i.e. not to levy .. t, OIl that part -' 
the cotton yarn which ·W88 used by the bandloom weavers, was also 
not probably fully achieved, for according to the Ministry' ..... ad. 
mission there was a greater danger of hanks of longer length being 
misused by powerlooms. The Comm.ittee desire that in view of the 
ftnancial and other important inipHcations involVed in the notiftea-
tiODS issued by the Board, these should be more spedflc and worded 
more ca~y. 

3.162. The Committee also desire that both in view _ letter 01' die 
Law and the intention of .. arts should be made to recover this 
amount from them who got this unintended ,rofit. 

N~tevy of duty on Jute produ.cts-Rs. 73,713;-para 42: puge' 35. 

3.163. Excise duty- on jute products was imposed with effect from 
24th ApriL 1962. According to Audit, under the existing orders, jute 
products which were in packed condition. and ready for delivery' on 
the date of imposition of duty were not chargeable to duty. 

3.164. In one Jute Mill it was noticed from the report of the 
Excise Officer, who conducted stock verification on the date of im-
position of duty that a huge quantity of jute products was in looee 
condition on that date. The said stock was, however, treated u we-
excise stock and cleared without payment of duty even though it 
was boled and put Into packed conditions subsequently. 

3.165. The above irregularity was pointed out to the Department 
by audit in May, 1963. In August, 1963. a demand amounting. to 
Rs. 73;713 was raised and reaJised from the party. 

3.166. The Committee desired to know what instructions were 
issued by the Central Board of Revenue regarding ascertainment' of 
pre-excise stock when the Central Excise levy on jute was tnttoduc-
ed in April, 1962. The rttpresentative, the Central Board of Excise 
and Customs stated that the duty on jute products came intO being 
on 24th April, 1962. In ~gard to excisability of products that migllt 
aI'ready have' been manufactured, the instructions in the· bud~ 
papers sent to the officers were as follows: 

"Stocks of the new excisable commodities at midnight of 23rd 
and 24th April; 1962 in a fully manufactUred' c~ion 
even Jf'IYing within the precincts of the produ.cets faetb-
Ties would not be dutiable". 
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r~.167. The Contention of the audit was that only the jute produe~ 
. which . were in packed condition at midnight of 23rd and 24th April, 
t962 would not be dutiable. That was the point of difference and 
,the main point involved was whether the packing process was part 
of manufacture or not. The witness added that aooording to the 
'audit objection; they had raised the duty against the party and the 
party had also paid it. But the party had appealed to the Collector 
and the matter was before the collector now. . . , 

3.168. Th.e Committeednew attention to the opinion of the Law 
,Min~'giyel') in July, 1963:-

" .. t ': ~. 

. ·· .. In my Yiewuntil we have an author.itati'Ve ruling of oourts 
. to the cGntrary, we should continue the pllllC'ticehe1'te 'to 

being followed that the normal packing is· a process inci-
dental·.or ancillary to tbeeomp1etion of amanufactwed 

, 'product. Reference may be made perhaps to theprovi-
SWnB of section 4 of the Central Excise dnd Salt A'Ct which 
Beals with detenninationof value for the purpose of tiuty 
This section takes into consideration the form in whicl1 the 
manufactured goods are ultimately sold, if the goods are 
no~ sold except after packing or bottling, the goods eannot 
be held to be complete manufactured products. The' test 
thus w.ould be the state .in whkh the goods leave the manu-
facturing premises. If in a loose condition the manuf~
turing process ought to be deemed com?leted when the 
good$ att~ined tbe loose condition. But when the goods 
leave the manufacturing premises for sale in a \,aek~' 

_condition the manufacturing proces~ qug~t to be regarded 
as complete only when the goods are packed according .to 
the normal practice". 

". 3.'169: The witness stated that the matter was now before the Col-
lecoor. If the practice was to sell the . goods only in packed condi-
tion, the audit objection would be justifiable and correet.· But if 
tHe· cOllector, on the other hand, came to the conclusion that goods 
. were leaving in a lOOSe condition, thert he might come to a different 
~vieW . 

.. '~ 3.170. The. COmID\tteepointed out that the budget h1struCtlOns 
w.ere.not very clear oil the point. The ,goods might be fully manu-
factured and yet not packed. Therefore. the officer was quite en~l
tled to interpret budget instructions in the way in which he actual-
ly did .. But the earlier in.structions Of the Board that unles'i the 

. goods. were properly packed, tl1ey should not be given this ben~ft.t, 
'vva~ nQt carried out by this 'particular collector though in other' jute 
mills the previous practice was followed. The witness stated· that 
they would have to ascertain the factual position. He added that 
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in the case of twine it was in bundles of 5 maunds and also in loose 
condition. In the case of hessian it was jute carpets in rns. They had, 
to ascertain how it was usually sold in the market, whether without 
outer covering and so on. So, the Collector might ultimately come 
to the conclusion that in the case of some of the items the nonnal 
practice of the trade was not to pack but to sell loose. Then they 
would have to modify the demand. 

3.171. The Committee note that in the present case the whole 
question hindges on the interpretation of the expression ·fully manu· 
factured condition' used in the budget instructions. The Committee 
understand from Audit that in another case, the earlier instructions 
of the Board Were that only the JrOOds in packed condition and ready 
for delivery on the date of imposition Of duty were not chargeable to 
duty and in other jute'Mills this practice was followed. (The Chalr· 
man of tlte Board promlsed to check up the position). If so. the 
Committee hope that this aspect will also be examined before coming 
to a final decision. The Committee feel that such dimcultles can be 
avoided if the instructions issued by the Board are more speclftc. 

3.172. In reply to a question, the witness stated that as soon as an 
audit objection was received, whether from internal or external 
audit, the normal practice had been to follow it up by demand with-
out waiting for a critical examination of the issues involved, to avoid 
the possibility of limitation. 

3.173. Tn reply to another question, the Chairman of the Central 
Board of Excise and Customs ac;sured the Committee that whenever 
an error was detected, if it was excesSi assessment r£>fund would be 
¢ven and if it was under assessment recovery would be made. The 
Committee pointed out that when they recovered a duty which was 
in the first ing.tance levied short, the burden might have to be borne 
by the manufacturer himself instead of the ultimate consumer. Simi-
larlv, if they gave a refund be-:-ause hi~her <iuty was collected prm-
ously then that benefit would not be passed on to the consumer be-
cause he had Already ~har~E."d hf~her duty and hl'" would retain that 
benefit. The Committee cannot over em1)hasize the basic need of 
ensuimr that on the same oommodity at the same time 1)eople are not 
cha~ different rate of duty due to different administrative Inter· 
Ytretation other fAilure". This would o1.viouslv amountl'J to exP-C!1ttive 
discrimination. Therefore, there must be a system of Jiving uniform 
administration, uniform interpretation, so that all the L,,"e8!ge8S who 
were liable to pay a certain tax on a certain commodity under R cer· 
tain statute were unifonnly treated. The witness agreed wfth the 
observation of the Committee but added that in theory that logical 
Idtuation did exist and while their endeavour was to try and reduce 
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the cases of under / over assessments to the minimum.. thP.Y could not 
be completely eliminated. He urged that in the particular field at 
tax law administration which involved going into minute details, It 
did happen that some small errors resulted in mischarriage of justice. 

·3.174. The Committee enquired whether if in a particular case it 
was finally decided that duty was not payable, they would review 
old cases in the various collectorates in which duty had already been 
charged durin.!:!: the past two or three years in order to see whether 
assessees had been overcharged. The Secretary of the Ministry of 
Finance (Department of Revenue and Co-ordination) stated that 
they would have to consider this question. 

3.175. The Committee are not sa,tisfled over the prM8D,t acbtItnk. 
tration of the excise duties. Where the instances of short levy and 
excess levv are not infrequent. Normallv the burden of excise duty 
is passed on to the consutper by the producer. Moreover when duty 
Is short leviMl in the first instance, the burden of the extra duty paid 
later had to be borne bv the manufacturer himself. a8 he miSfht not 
be able to pass it on to the consumer. In case of collecti.,of excess 
duty in the first indance. the refund l)atd to the manufaetGer later, 
would be retained bv him. as he would have already passed on the 
burden of hiy-her duty to the consumer. There would al'1O be ~a~s 
where persons who have paid excise duty mhrht not Jret refund either 
due to time-bar or other reasons. Such l)e~ would be sufferer!!. 
The Committee desire that the"le as~ should be carefunv fl!xamln-
ed and neees!llarv denc; taken to ndtlnte the difficulties, and to en-
sure uniform application of excise duties throuJrh out the country. 

mtort let''II of duty on aluminium 'Pf'oducts-RIr. 1,06,39O-para 45 (il). 
1'tlges 37-3f!:; I 

3.17f5. Certain square !nd oblon~ honow sections manufactured 
in an aluminium factorv wt'!re assessed to Central Excise duty at the 
rate of l'ts. 3M per metric tonne as applicable to crude aluminium 
products. Dutv was leviable on aluminium pipes and tubes at 10 
per cent ad 1Ja7orem which averaged approximately to Rs. 800 per 
n;tetric tonne. The Collector of Central Excise had clarifled in Julv, 
1961 that as lonq as the articles were suitable for the flow of fluids, 
the items whether oblong or otherwise in shape would have to be 
treated as pipes and tubes and duty levied at 10 per cent ad valorem. 
The Collf'ctor's rulin.~ was enforced only with effect from 1st Decem-

. bl;!I',1963 which resulted in loss of revenue to the extent of Rs. 97,100 
during the period from 1st April, 1962 to 30th November, 1963. 

3.177. The Ministry have replied that a ruling was issued by the 
Central Board of Excise and Customs on 21st September, 1964, stat-
ing,that only these hollow sections would be class~flable as aluminium 
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pipeS and tubes which have circular cross section and uniform wall 
ftridkness and all other extruded hollow sections are assessable at the 
rate of RI. 300 per metric tonne as crude aluminium. This clarifica-
tion is not 8ceeptable to Audit for the following reasons: . 

, ". 

(a) Extrusiop is a· manufacturing process and such articles 
rn811ufl(u:tured under the Extrusion process cannot be re-
garded as· crude aluminium. 

. (b) 'Tariff Hem. 27(c) applies to all pipes and tubes whether 
such pipes and tubes are produced by the extrusion pr0-
cess or by any other process. The Central Board of Ex-

. else and "Custom~ has, in its lettf:r dated 21st September, 
1964 Issued to all collectors of Central Excise, atatedthat 

' .. \ ~ .. " 
'pipes" and tubes" having unlform wall thickness wm ''* 
assessed at 'lOper cent ad valorem whatever be the shape 
of the cro'ss sections whereas in the caSe of extl'Usions only 
thOs~ tubular pieces having a circular 'cross section' are 
m~de, assE!!isable at 10 per cent ad valorem. these instruc-
tions in 'effect create an exemption in favour of extruded 
hoiloW' sections' which are not circular in shape. Such an 

• "~xemption" can be 'given only 'by a notification by the Cen-
traI' Government under Rule "8 framed un.der the central 

, '.. ExCise arid' Sait Act. " 
'" ,. . .. . 

(c) ·['he Ministl'y's clarificatory letter "was issued only in Sap-
. " tember, i964, 1Hld. could not be given retrospective effect.so 

, . as -to· apply. ,to earlier -clearances . 

. ,. '3:178.' .AskM~ atmuteirct1mstanees leading to issue' <1f inatructiOlm 
regarding classification of aluminium pipes and tubes in September, 
.ta64; the. Chairman ,of the, Central Board of E"cise and Customs 
.stated, that until· 1964, all exillUSions of aluminium were not ta"able 
,as such., • . I " , 

"' '. 

:t.119. Thewitn~s. e.dded that the definition of a pipe and a tube 
Wa3 alsoacom.pacated ,one. ,Tbepractices varied for different indu-
stries.· Diffecent· extruded· pipes arid tubes as. a class were brought 
.into· the tariff, in 1961... So far as the Central Board of Excise anp 
CusteJlllS'Was concerned, .when doubts, were raised, hoth by the Col-
lector and tbeparty,th~y gave a ruling after consulting the Law 

. Ministry and. checking llP the 1.S.1. specifications. They came to the 
conclU8ians, that .in thealuminiwn trade,pipes and tubes of certain 
types were not considered to be 'pipes and tubes'. So it was dim-

. cult to" say that anything whiCh looks round irrespective at' thick-
ness or· irreSpective 01 other speciftcations was essentially a pipe or 
tube) ',' t '. 



91 
3.180. The Witness added that it could not be said whether the rul-

ing of 1964 was relevant to the earlier assessments particularly before 
the tariff was amplified in 1964. Logically a distinction could be 
drawn 'between the position before and after the inclusion of extru-
sions of class within the tariff schedule. 

3.181. The Committee enquired why the assessing officers did not 
ask the Board before classifying the hollow tubes as crude aluminium 
products. The witness stated that perhaps the collector acted on his 
own. In reply to a question, the witness stated that in the case of 
Always factory, they had stated on 31st March, 1960 that the duty 
might be charged on crude stage depending on the weight of the 
finished product. The Committee enquired why it was assumed to 
be crude aluminium when it was molten. The witness stated that it 
was merely for administrative convenience. Instead of trying to 
weigh molten aluminium and charge the duty, they decfded to weigh 
the finished product and charged Rs. 300 per metric tonne. 

3.:82. In reply to a question, the witness staled that if aluminium 
was produced in the shape of pipes and tubes, two duties were 
charged. It could not have <become pipes and tubes without first 
becoming molten ingots. That was separately chargeable. The Com-
mittee enquired why in this case 10 per cent was not charged. The 
witness stated that they did not consider them to be pipes and tubes 
within the meaning of the rule as in the case of aluminium, they were 
advised that oblong or rectangular section were not deemed as pipes 
according to authoritftive' trade usage. They were now covered by 
"other extruded shapes and sections". The Secretary of the Minis-
try of Finance (Deptt. of Revenue and Coordination) added that the 
Indian Standards Specification for extruded round tubes was "hollow 
extrusion of circular cross section of uniform wall thickness, within 
possible tolerances, not subject to cold drawing". Hollow section was 
defined separately as extruded shape other than round, the cross-
section of which completely enclosed a void or voids and which was 
not subject to cold drawings. 

3.183. The Committee pointed out that there were three stages for 
charging duty. the duty at crude stage being the lowest, the next 
higher being at the stage of sheets,plates etc. and the highest duty 
being for pipes and tubes. They wanted to know the justification for 
charging on the extruded articles the lowest rate of duty. The 
witness stated in reply that they went by stages. In the ftrststage 
they covered only certain rolled forms like circles, sheets, etc. In 
the second stage in 1961 they added pipes and tubes and on:1y in 
1964. they brought' in extrusions. Since 80 per cent of the production 
till recently was in the particular factory and the quantities produced 
2346 (aii) LS-7. 
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were'relatively small they did not consider It WOl"thwhD. brfnging In 
all the extrusions in the ftrst stage. That was done in 1864. 

3.184. In 1965 it has been further clarifted that whatever the ex-
trusions, even if they were in the form of hollow tubular Bections, 
the highest duty should be paid in the case. 

3.185. In reply to a question, the Chairman of the Central Board 
of Excise and Customs stated that anything which was hollow and 
capable of carrying a ftuid was not neeessarily, according to them a 
pipe and tube within the meaning of this. The witness added that' 
in this connection the Chief Chemist had given the fonowing teeh-
nical opirtfon:-

"In view of the above position, and as the party's manufac- . 
tures in question are a aluminium extruded forms, the ex-
truded manufactures having a cross-section as illustrated 
at 4, 2 & 3 of their catalogue below which are other than 
circular cross-section would not be classifiable as tubes 
under item 27(c). They would be classiftable under item 
1:1 (b) . Those at page 4 of the catalogue which have a cir-
cular cross-section would be classiftable under item 2'7 (c). 
If, however, similar articles are produced by the process 
of drawings, they would be classiftable under 27(c)". 

3.186. In reply to a question, the witness stated that item 27 (b) 
was not for the circular one but for sheets and circles. Some 
Items, even though they hfld been included in the catalogue, were 
clas.<ilft4!d as sheets and circles. Certain products were not asses&-
able under item 27(b), because they were not Circles. sheets, 
ftats. striues or foUs·. Such items which had circular cross-sections 
would be classffta ble under item. 27 (c). So the only item. under which 
duty could be charged on those prodacts was item 27 (a). and that 
was at the rate applicable to crude aluminium in any fonn. 

3.IS7. On being asked how it was crude aluminium as distingui-
shed from aluminium in crude form, the 'Wttnell8 stated that before it 
became either a sheet or a circle or a pipe or a tube or an extruded 
section, it had passed through the stage of crode alumtn1um. All 
that had happened wall that· in the administrative work, they had 
two stagM; without assessing it at the first point, when it was crude 
aluminium, they had deferred the lI8IIe8Imlent at the teCOnd point 
and that was for convenience of admfntstratton. 

3.188. The Committee pointed out whether in view of the fact 
that this product did not fall under any of the three definitions under 
itmes 27(a), 27(b) and 27(c), to charge the lowest ta~ of du~y and 
treat it as crude aluminium was not as inaccurate as to treat it as 
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pipes and tubes. The Chairman of the Board stated th(lt in this par-
ti~ular factory as well as in one or two others, crude aluminium was 
produced and immediately converted into this product. So the De-
partment were actually charging duty on crude aluminium content 
and not on the manufacture as such, but for convenience of assess-
ment, they were collecting it on the weight of the manufactured pro-
duct because the scrapings and exudations again went back for melt-
ing. ..-:~l' 

3.189. Asked if the price of the end product was not more than 
that of crude aluminium, the witness replied that no doubt its value 
rose but the law did not provide for imposition of higher duty on 
this product as wen as a number of other manufactured products 
such as aluminium castings, door handles, door bolts ete, only the 
crude aluminium out of which these castings were made was dutiable. 
'The Secretary of Department of Revenue and Coordination stated 
that as the product did not fall under items 27(b) and 27(c), it had 
been charged duty as a residuary item under item 27 (a). 

3.190. The Committee asked how the technical officer came to the 
conclusion that the product was not a tube merely on the basis of 
the British standard specifications which defined only the extruded 
round tube. The witness stated that the normal commercial practice 
made a distinction between extrusion and drawn products because 
the tube could be made both by drawing and extrusion. He added 
th,at in a loose sense even a bobbin was tube but in a commercial and 
technic sense it was riot. 

3.191. The Committee are not convinced of the logic of the Board's 
clarification of September, 1964 laying down that aluminium pipes 
and tubes having· uniform wall thickness are assellsable ... such at 
the higher rate of duty (i.e. 10 per cent ad valorem) whatever be 
the shape of the cross sedlons, whereas in case of extrusions only 
the tubular pieces having a circular cross-section are made assess-
able as such at the higher r.ate. They are of the view that the ins-
tructions of September, 1964 issued by the Board In fact create an 
exemption in favour of extruded hollow sections, "hieb could be 
given only by B notifleatiOn issued under Rule 8 of the Central 
Excise Rules. The Committee have already in another case, dis-
approved the practice of making exemptions through executive 
orders. The Committee, however understand that with effect from 
1-3-1965, the tariff item '27-alumlnium' has been amended 80 as to 
previde for . levy of ·dutyat the higher rate (t ••. 10 per cent. Ad v~lOo
rem) for all extruded shapes and sections in.eluding extruded pipes 
and tubes. 'l'IIe Committee hope tltat in future such artificial dis-
tinctions will not be i.troduced in determining the cla'lsification of 
a product (or levy o( duty. 
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3.192. As regards the. applicability of these clariflcatory instruc-

tions to earlier clearances, the Chairman of the Central Board of 
Excise and Customs agreed. during evidence that the mling could not 
be said to be relevant to the earlier assessments particularly those 
made before the tariff was amplified in 19M. Logically a distinction 
could be drawn between the position before and after the inclusion 
of extrusions of the class within the tariff schedule. The Committee 
hope that necessary steps will now be taken to recover duty short 
I~vied in the clearances made prior to 1964. 

Omission to levy duty at the prescribed rates-Rs. 1,69,258--page 36, 
para 44:1. I 

3.193. Excise duty on iron and steel products was impo&ed under 
Finance Act, 1962, with effect from the 24th April, 1962, at 5 per 
cent ad valorem plus the excise duty for the time being leviable on 
pig iron or steel ingots, as the case may be. By Notification No. 901 
62 dated 10th May, 1962, the Government of India gave a concession 
by which steel wires made out of duty paid steel ingots were charge-
able to duty only at Rs. 40 per metric tonne, provided they were 
made out of steel ingots on which the appropriate amount of excise 
duty had already ~n paid. If the duty on steel ingots had not been 
paid the excise duty payable on steel ingol"! at Rs.'39.35 per metric 
tonne was also payable in addition to the duty of Rs. 40 per metric 
tonne on wires. 

3.194. During the course of audit of a factory it was noticed that 
the steel wires drawn out of steel rods, imported prior to 24th April, 
1962, were allowed to be cleared on payment of Rs. 40 per metric 
tonne. Without recovering the duty on steel ingots at Rs. 39' 35 
per metric tonne. When this was brought to the notice of the Depart-
ment in May, 1963, demand for Rs. 1,69,258 was raised in November, 
1963. The demand is yet to be honoured by the factory. The party 
has flIed a writ petition in the Bombay High Court. The case Is 
sub-judice. 

3.195. In evidence, the Chairman of the Central Board of Excise 
and Customs stated that the Audit objection was acceptable. The 
witness admitted that the officer made a mistake originally, and he 
should have charged duty both on wire and ingots from which it was 
made. 

3.196. Since the case is sub-judice, the Committee would like to 
await the judgment of the mgh Court 
Wireles receiving sets (Tariff ltem 33-A)-Evaaton of Ce-nn-al Excise 

duty on Wireless receiving sets Rs. 54,87S-pa.ra 46, pa.ges 39-40: 

3.197. A firm IA' started manufacturing wireless receiving sets with 
effect from 1st March. 1961. Till 19th November, 1961, the ftrm was 
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working without getting a licence. But with effect from 20th Novem-
ber, 1961 the finn was licensed for excise purposes upto the period 
31st December, 1961. The- licence was not renewed for 1962. The 
finn declared the price of wireless receiving sets at a rate not ex-
ceeding Rs. 150. Though this value was not approved by the Cen-
tral Excise Department, the manufacturer was nevertheless, allow to 
clear the sets free of duty as under the existing rules, no duty was 
leviable on sets costing less than Rs. 150 at the point of sale to the 
consumers. It was fOUnd that sales of nearly 595 sets manufactured 
by this finn were made to an associate firm at prices ranging from 
Rs. 133 to Rs.145 per set and 15 sets were sold in retail at a rate of 
Rs. 180 per set. The assessable value of the sets was determined 
later in July 1962 at Rs. 360 per set, on the basis of the price charged 
by the associate firm to the consumers. Accordingly, a demand for 
the recovery of Gentral Excise duty amounting to Rs. 39,925 was 
raised against the manufacturer in August 1962. This amount has 
not been realised so far as the whereabouts of the manufacturer are 
not known. 

3.198. Another associate finn 'B' was also found manufacturing 
wireless receiving sets under another name without a licence from 
the Central Excise Department. After a raid by the Central Excise 
Department in June, 1962, this associate firm stopped its operations. 
A demand for excise duty amounting to Rs. 14,960 was raised against 
it in November, 1962. This amount also has not been recovered SO 
far-< , 

3.199. The Ministry stated that both the firms 'A' and the 'B' firm 
resorted. to the device of under selling the manufactured sets. Both 
these firms sold their sets at a price below Rs. 150 to the same inter-
mediary. The demands raised against both the firms 'A' and 'B' 
could not so far be enforced as the parties had closed their business 
soon after being declared accountable and remained untraced. How-
ever, the whereabouts of the second firm had been traced and they 
had been served with a notice by the Department who had detained 
three Wireless receiving sets and 12 chassis valuing Rs. 1,250. 

3.200. The Member (Excise) stated in evidence that as soon as the 
Department came to know about the case, they asked the Director 
of Investigation to enquire into it. It was not clear from the report 
of enquiry whether there was any collusion. The case had since 
been handed over to the Special Police Establishment for investiga-
tion. 

3.201. The Committee asked how the Department was unaware of 
the existence of firm 'A' till November, 1961, when it had started 
manufacturing wireless sets in March, 1961. The Member (Central 
Excise) stated that the duty on wireless sets came into force with 



effect _ from 1st March, 1961. Even though seta of. _ value below 
,Ra. 150 were not liable to duty, the manufacturers of such seta were 
'required to be bQught ~nder excise control and licenced. In Delhi 
particuiar~y there were a large number of small assemblers, who 
star'ted a big agitation againat this requirement. It wascmly some 
time in September-O:.:toberthat these manufacturers were peI'BU.8-
dedio. take out a licence. The witness added that earlier _DO action 
was taken t9enforce licensing rules,forthat would have involved 
.pr~ceeding~ainst .. large number ofamall manufacturers and stop-
ping their business, which would hav~ resulted in a bigger agitation. 
He urged that where excise duties were 110t popular, the Department 
went _slow in implementing the strict requirements of the law. 

8.202. In reply to a question, the witness stated that besides Delhi, 
the aettationag~nst the licensing, requirement arose at other places 
like Jullundur. While admitting that new excise duties took a sm811 
period. _ to be put on a regular buil, the Chairman of the Central 
Board of Excise and Customs stated that in the present -eaeethere 
was undoubtedly .f~ure of the machinery . . '". , 

-3.203; The Committee asked whether at the iime of liceming, the 
Department did not, obtaip a bond or surety from the licencee. The 
Chairman elf the Board stated that if the goods were liable to duty, 
a bond . was obtained, but if the licencee declared that he manu-
factured ~on-excisable goods, no bond was obtained. The Member 
(Central Excise) stated that in the present case, after issue 'of a 
licence in. November, 1961, the excise o6leers received a complaint 
~t the li~encee had been manufacturing wirele18 sets which were 
dutiable. The officers thereupon, started. mvestigation, but the 
liceu.cee disappeared in December, 1961. The witness added that 
there was no information as to whether any attempt 'Was ma4eto 
enquire if the llcencee was required to furnish a bond. 

3.204. The Committee drew attention to the .tatement coD1aiDed 
in the audit para tQat the manufacturer wasalloweci to clear the sets 
free of duty. although their value i.e .• less than Rs. 150 had not been 
lippfovea'by the Central Excise Department. The Memper ,(central 
E:iccise) stated that when the firm took out a licence, accor~ ~ the 
evidence available with the excise Department its wireless sets were 
being sold at Rs. 133 and Rs. l-lS, and the ofticers had no reason to 
doubt this. Since the sets costing Rs. 150 or less were exempt from 
duty, the question of their (:learance being allowed by the excise 
{)ftice1'Sdid not atfse; AetuaHy the bulk of the sets had been cleared 
-during"the period 1st MarCh, fDeI and November, 1961, before the 
ftnn was -licertsed. The !)ep8rtment were then not aware whether 



the party to whom the firm was selling the seta was an usociate firm. 
Later when some competitor made a complaint the matter was in-
vestigated it was found that the manufacturer was selling these sets 
to an associate firm and the price charged might not represent their 
true 'value. Th1! witness added that the value of sets at Rs. 360 per 
set which was hire-purchase price and on the basis of which demands 
had been revised in the absence of other data W~s.DDt obviously the 
assessable price under the ~w. The whole-s8le assessable 

. price could be determIned after going into the whole matter. In 
reply to a question the witness stated that the concept of retail price 
came into force in 1962 when the slab system was introduced; the 
pOsition in 1961· was difterent. 

3.205. The ComaMttee regret to note that there was an initial 
failure of theaelmiaiatA-ative ,maehinery of the Delhi Colleetorate to 
enforce licensing of small assemblers of wireless roceiviDa sets, 
after the ~entra1 excise duty was levied thereon from lst March, 
1911. ·While the Committee appreciate ·tbat' the produet baviDc beaD 
brollibt under excise control for tbe first time, tIIerewas some agita-
tion by the manufacturers, tbey are surprisecl that the Department 
waited till September-October, 1961 i.e. for more than six months, 
before the manufacturers were made to take out aUc:eaee. What is 
worse, tbe manufacturing firm 'A' referrecl to in the present case took 
out a licence only .in November, 1961, IUld .firm'B' continued to manu-
facture sets without a licence and without being detoctecl till June, 
1982.' The inertia Githe ollicersmerits serious notice. The Com-
mittee hope that such delays will be avoided in future. 

3.206. Aaotber failure was that in this ease at the time of issue 
of dae licence to the manufacturing firm concerned. or even after, DO 
attmept was made to verify wbether the actual value of rec:eiving 
sets manufac:turecl. by it during the pedocl 1st Maresh to November, 
1911 did not exceed the non-ex.dseable .Umit of 8&.150, 1IJltll a eGm· 
plaint was received from a c:Gmpetitor. That tlaeparty to whom 
the manufacturing firm wassellina' its sets at as. 130 to as. US was 
only an assoc:iate ftrmof Its own eould not be diecovered by the 
Department. Tbe Committee cIesire that the excise control in the 
imposition anel collection eluties should ... ·more.trict. With this 
end bl view and ,alnin, experience from tbis cue, the Ministry 
shoulel ex,amine towbich extent the exiAtlDg proce4ure .. 4 super-

. 'vision J1eed tightening up. 

3.207. The Committee also desire that the invettlption by tbe 
SP.E .lnto this present case should be fblaHsed 'early and they should . .. . 
J»eJ.DfQrmed aboUt the outcome. 



Other topics oj interest-Fixation oj tariff value. at le.. than whole 
aale priceB-pora 48, pages 41--42. 

3.208. Referring to a case of lower fixation of tari1f values on motor 
vehicles, the Committee, in para 61 of their 27th Report (1964-65) 
had observed: - . 

.. . . . . . . • • Whereu Parliament had approved of an excise duty 
of Rs. 2,500 per vehicle or 12, per cent. ad valorem. 
whichever is higher, Government fixed a tarift value 
which was far less than the whole-sale price of many 
vehicles in this category. Apart from the loss of reve-
nue suffered, this also amounted to circumventing the 
Parliament's intention by executive fil.t, which the 
Committee cannot view with eqllanhnJty." 

3.209. Similar cases of fixation of tarift values at prices lower 
than the wholesale price were noticed by audit in regard to the fol-
lowing commodities:-

(i) Carbon Dioxide. 

(it) Cellophane. 

3.210. The facts relating to the two conunoditiee are:-

(i) Carbon Dioride.--Central Excise duty on carbon dioxide 
is leviable at the rate of 50 per cent ad valorem. The 
tariff value for this gas was fixed by the Government with 
effect from 24th April, 1962 at RI. 1,000 per metric tonne. 
As a result of a review on an all Inida basis conducted 
by Audit on the basis of figures ·obtained from the Collec-
tors of Central Excise, it was found that the wholesale 
selling price of this gas was higher than the tariff value 
fixed by Government. If duty had been levied on the 
basis of the wholesale selling price,. the Government 
would have gained Rs. 10.74 lakhs in respect of the clear-
ances of the carbon dioxide during the period 24th April, 
1962 to 31st August, 1963. 

(11) CeUoph4ne.-Central Excise duty on cellophane is .. levi-
able at the rate of 20 per cent ad valorem. The whole-
sale price of certain varieties of cellophane manufactured 
by a particular company varied between RI. 7.72 per Kg. 
and Rs. 10.40 per Kg. The Government, however, fixed 
the tariff values for these varieties at Rs. 5.80 per Kg. to 
Rs. 8.40 per Kg. with effect from 17th AufUSt, 1983. If 



duty had been levied on the basis of wholesale selling 
prices the Government would have gained RI. 4,84,936 
during the period 17th August, 1963 to 29th February, 
1964 in respect of one factory alone. 

ij.211. Referring to the recommendation of the Committee made 
in para 61 of their 27th Report (1964-65), the Chairman of the Board 
drew attention, to the following statement of the Finance Minister 
made in June, 1962 in reply to the debate on the Finance B1l1:-

"In addition to the specific proposals which I have just enu-
merated, steps are also being taken in several directions 
to simplify procedures particularly thOSe relating to ad 
valOTem assessments in respect of a number of commo-
dities which have been subjected to ad valOTem rates of 
duty. This is being sought to be achieved either by fixa-
tion of specific rates through exemption notifi.catioDS, or 
by the declaration of tariff values, also by notification. 
This has already been done in respect of most of the 
items of iron and steel products, and acids and gases. 
Further notifications would now be issued to cover pro-
cessed woollen fabrics manufactured on handlooms or 
powerlooms, plywoods and other wood boards, liqUid 
pertoleum gas, asbestos cement products, most electric 
wires and cables, and certain parts of mechanically operat-
ed gramophones." 

3.212. The witness urged that not only the legal powers to exempt 
and to define tariff values but also the fact that they would be fixing 
tariff values were specifically brought to the knowledge of Parlia-
ment. As regards the basis of fixing tariff value, the witness stated 
that it was an average value. which did not always eonfonn to the 
exact ad valorem assessment. The purpose was to provide a faci-
lity for administrative simplification and in the process of averaging 
there would be a margin of error. The witness further urged that 
if the duty on the basis of tariff value was exactly equal to the 
amount collected . on ad valO1'em basis, there was no point in fixing 
the tarifl' value. On his attention being drawn to the large amounts 
of duty lost to Government in the two cases referred to in the Audit 
para i.e. Rs. 10.74 lakhs in respect of Carbon diOXide and Ra. 4.84,936 
in respect of Cellophane, the witness stated that it was not correct 
to say that there had been any loss. He added that if the tariff value 
was fixed at a level that invariably brought higher return. the De-
partment might be criticised for collecting from public more than 
what was intended by ParUament. Therefore. tn averaging the 



value, the department tended to error on side of liberality. Secondly 
it was an operation of -broad averaging in which some people paid 
slightly more on certain products and some people paid somewhat 
less on certain other products. 

3.213. On being pointed out that the duty based on tariff value 
should approximate as near as possible to the ad valorem duty, the 
witness agreed with this view and added that the tariff values had 
been fixed hastily and there had been some errors. The Department 
were trying to improve the evaluating machinery and it was pro-
posed to entrust the work of fixing tariff values to a different orga-
nisation. Asked. if there was a periodical revision of tariff values, 
the witness replied in the affirmatiVe. 

3.214. In reply to a question, the witneu stated that he was 
not aware of the d~taUs on the basis of which audit had calculated 
the duty in respect of the two items mentioned to the Audit para, 
but he -was not contesting the dgures. Although the ~oard agreed 
that there must be lOme differeDOebetween the two calculations, the 
details had not been examined to verify the exact difference. The 
Secretary of the Department of Revenue .stated that the position 
given by the Audit was prima facie acceptable. 

3.215. The Committee desired to be funtished with. (i) a note 
stating to the procedure how the tariff value of cQmmodities was 
fixed by the Department and how it wu ,re~ ~th the rising 
prices and (ii) a list of commodities covered under the system. The 
note furnished by the Ministry of Finance (Department of Revenue) 
is at Appendix XIV. 

3.216. Last year it came to the notice of the Committee tbat the 
-.tariJI "alue fixed in respect of certain motor vehicles produced by 
a particular colQ.P8lly was ·far leas than the w.boleaale priee of ma~)' 
vehicles in this category, resulting in less colledion of duty amount· 
lac to Rs. 89-45 .lakhs. In .the PJ:eae&lt case acc:ordiJ:w to Audit less 
eollection of duty on Carbon Dioxide udCeUopbaD.e amounted to 
,.10.'14 baIdtsc .nd ·Ils. .4.15 "ba .respectively. As pom~d out ~y 
the Committee .... t year e.£. P~a 61 .of Z7th Bepo.,t (TbJrd Lok 
Sabha), apart fl'MD the less. of nvenue .suJIered, flxiDg of lower 
taria"l"ate amounts te clreumventinc the ParHameafa latention by 
executive flat. TbeCommittee had desired lut year that that in 
view of the anomalies ,brought to notice and tJaeir observations, Gov-
ernment mould :live an early attention to this qUCjlt!on and take 
neteJlI8r)' remedial· aeiion. The Committee eaDDOt but expretlS 
'their ·d ..... poiptment .t tile ctelay which ~takea p1aeeiD· taIdDc 
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aetionon the recommendation c:ontaiDed. in para 61 of their !'7th 
Report (1964·65). The Committee desire that sach reeommenda· 
tions which have an importpt bearing on the administration of 
taxation in the country should be liven prompt attention by "the 
Mjnistry of Finanee. In the meantime, the Committee cannot vjew 
with the equaniplity sueh h1ll'e losses of revenue due to unsdentifie 
and ad hIx fixation of tadB values which results" in dilution of 
authority of Parliament in the field of taatien. 

Fi.,mti;oo of tariff values with retrospective effect and consequent 
re~ of duty--para 49--pages" 42-43 

3.217. (1) Oxygen gas was brought under Central Excise levy 
with effect from. 24th April, 1962. The tariff value of the gas was 
fixed in two notifications iasued on 25th May, 1962 and 13th JUne, 
1962 with retrospective effect the date of introduction of duty" 011 
the gas. 

3.218. "A factory cleared 3.73 lakh cubic metres of gas between 
24th April 1962 and 16th June, 1962 paying the excise duty at 10 
per cent ad valorem on the factory's price list value of the gaa. The 
assessments were final. A sum ofRs. 18,605 was refunded. in Nov-
ember, 1963 to the factory on the basis of the tariff values fuced 
with retrospective effect. By giving retrospective effect to the 
notification, the factory got a benefit to the extent of difference 
between the Central Excise duty it charged from the CQD,sumers 
and the Central Excise duty which it ultimately paid to the Gov-
ernment during the period in question. 

3.219. (ii) On 25th May, 1962, the Government issued a notifica-
tion fixing the tariff value of carbon dioxide at Rs. 1,000 per' metric 
tonne with retrospective effect from 24th April, 1962. During the 
period from 1st May, i962 to 9th June, 1962, a certain manufacturer 
was assessed to' duty em clearances of gas on the basis of Rs.1,180 
per metric tonne which was the sale price (of the manufacturer) 
and which had been earlier approved by the Department. 

3.220. As a result of the fixation of a lower tariff value with re-
trospective effect, a refund of Rs. 9,976 was allowed by the Depart-
ment on the clearances made between 1st May, 1962 and 9th J\Ule, 

"1962. "Aceorrung to Audit, as the incidence of d.I.U,y',had already 
been shifted to the purchasers at the time of sale, this has resulted 
in an unintended benefit to the manufacturer and loss of revenue of 
Government. , " 

3.221. The Conuruttee asked about the propriety of fixing lower 
"te.rlft! ·values with l-etrMpedive effect "resulting in beneftt to "the 
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manufacturers in as much as he had already passed on the burden 
of extra duty to the consumer. The Chairman of the Board stated 
that from very beginning it was the intention of Government to fix 
tariff values. Until the tariff values were announced, the assess-
ments were mostly provisional, because the parties themselves were 
contesting them. The witness urged that the tariif values were 
announced within a month of the introduction of the Finance Bill, 
and 80 real extra benefit or loss had accrued to any body. As re-
gards the benefit accruing to the particular company by having al-
ready shifted the burden of duty to the consumer, the witness stated 
that according to the information available with the Board, the 
company which was the main producer had been paying duty pro-
visionally under protest and had not passed it on to the consumer. 
The main consumers were big factories who were also aware that 
fixed duties would be levied shortly. 

3.222. The Committee are not fully convinced that in the preMllt 
case the manufacturer had not passed on the burden of higher duty, 
already paid, to the consumer. The Committee, therefore, do not 
consider it proper to fix lower tariff values with retrospective effect 
as it involves panting a concession retrospectively. They desire 
that it should also be· examined in consultation with the Ministry 
of Law whether there is a legal authority for taking such action by 
the Ministry giving retrospective effect to the notification ftxiq 
tarlft values. 

Non-levy of overtime fees-para 5O-page.43--45. 

Sub·Para (i) 

3.223. Under the existing orders, companies manufacturing ciga-
rettes from unmanufactured foreign tobacco warehoused under 
provisions of section 92 of the Sea Customs Act, 1878, are required 
to pay the overtime fees for deputing customs oftlcers to supervise 
the manufacture of cigarettes 'beyond the prescribed hours of duty. 
With the introduction of unified control scheme, the CUBtoms officers 
were withdrawn from the cigarette factories and Central Excise 
officers in supervisory charge of these factories were declared as 
C'Jstorns OfIlcera. 

3.224. It was noticed that in two factories no overtime fees had 
been charged in respect of the Central Excise Officers who were 
specifically declared by the Board as Customs Oftlcers and were 
posted to the factories beyond the prescribed. hours. The om.iu1on 
having been pointed out in September 1962, the Department railed 
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two demands amounting to Rs. 1,21.148 in September, 1963 and rea-
lised the amount in March, 1964. 

3.225. The Member (Central Excise) stated that the audit objec-
tion had been acceeted and the amounts of overtime fees had been 
realised. The witness added that the matter had been taken up by 
the Assistant Collector as early as 1960, who had certain doubts and 
who referred it to the Collector. But for some reason, orders of the 
Collector did not issue till July, 1963. Thereafter, demands were 
issued in the case of these two factories. Audit helped in the expe-
dition of matter. 

3.226. The Committee arc surprised over the delay of three years 
Oil the part of the Collector in passing orders in this case. Such 
delays do not speak well of the working of the executive machinery. 
The Committee trusts that overtime fees are being levied in other 
cigarette fadories after the Central Excise Offices were declared as 
Customs Officer. The Committee would like to be informed of the 
action taken against the Collcctor (or the unjustifiable delay of 3 
years. 

Su.b-para (ii) 

3.227. Under the Central Excise Rules, 1944, jf work chargeable 
to overtime fees is done from 6 p.rn. on any day to 6 a.m. on the 
following day including Sundays and Public holidays, the rates of 
overtime fees will be double of the prescribed rates. A test-check 
of the four factories in a particular Collectorate has revealed that 
the 'rates of overtime fees were omitted to be levied at double the 
normal rates. 

a.228. In a note (Appendix XV) submitted to the Committee at 
t.heir instance, the Ministry have stated that the position of reco-
veries of overtime fees ITas been reviewed in all cement factories for 
the entire period including the period covered by the Audit Report. 
The amount of ov~rtime fees short levied (Rs. 16,947.25) has been 
realised in full. 

3.229. The Committee feci concerned to note that the particular 
CoUectorate omitted to enforce the clear provision in the Central 
ExcISe Rules that over time fees will be double of the prescribed 
rates if work chargeable to such (ees was done from 6 p.m. on any 
day to 6 a.m. on the following day including Sundays and Public 
holidays. They trust that necessary remedial measures have been 
taken to avoid such mistakes In future. 
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,~1,(.b-par", (iii) 

N on-recover!! of establishment charges inreapect of the .tal BUper. 
vising the manufacture of cigarettes under bonel. 

3.230. Under the existing orders, unmanufactured tobacco ~ 
ported by cigarette manufacturers may be stored. in a bonded ware-
house 1Ulder the supervision of the Customs' authorities and pay-
ment of custom duty made as and when it is cleared for use in the 
manufacture of cigarettes. The above benefit of deferred payment 
of custom duty is allowed only to those manufacturer who enter 
into a general bond, binding themselves to the observance of certain 
conditions, one of which is to pay the emoluments including allow-
~nces, leave and pensionary charges etc. of the establishment super~ 
vising such manufacture. Ac~ording to the above orders, estaJ>,: 
lishment charges at the rate of Rs. 3,699 and Rs. 3,599 per )llOnth. 
were being recovered upto November, 1955 from two cigarettefac-
tories, enjoying the above concession, for the employment of 6 oM-
eers, 1 clerk and 5 peons in one factory and 6 officers, 1 clerk and 5 
peons in the other. With effect from December, 1955 the entire 
customs work was taken over by the Central Excise Department. 

3.231. During the local inspection of the revenue records of the 
two factories in August, 1952 it was noticed that no. establishment 
charges had been recovered from .these factories nor did the autho-
rities issue any other specifying the s~ctioned strength of such 
establishments in respect of which the factories w.ould pay the 
emoluments etc. On the basis of the statistics of staff available in 
the Ranges Offices, it was noticed that establishment charges should· 
have been recovered at least for 2 Inspectors, 3 sub-Inspectors and 1 
Sepoy in respect of one factory and one Inspector and 3 sub-Inspec-
tors in respect of the other. According t.9 Audit non-recovery of 
these charges resulted in a loss of revenue amounting to Rs.· 2,13,538 
(Approx) during the period from June,l956.to February, 1963 in one 
factory and from June, 1957 to February, 1963 in the other .. Aecord-
ing to the Ministry the amount recoverable was Rs. 78107 which has 
been recovered. 

3.232. Explainfng the reasons for non-realisation of establish-
ment charges from the cigarette factories, .after the bond arr8.Dfe-
ment was taken over by the Central Excise OfBcers· from the c:us-
toms officers, the Member (Central Excise) stated that while under 
customs law service charges for the staff posted were realisable, 
th~r~ was no such provision in the Central Excise Law. Some of 
the Collectors did not realise the charges in the beginning. On 
this being pointed out, the recoveries had been made. 
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3.233. The Ceauaitt~ reltet to note that tAe establishment charl-
es "bieb were previously recovered from the two factorIe. in re&-

peet of the customs staff attached to them for supervision of bond 
a.rnualements of imported tobacco, were omitted to be recovered 
from the same work was taken over by the Central Excise officers 
from December, 1955. What is more disturbing, the mistake was 
contiDuetI for abont seven years until this was pointed out by Audit 
in August, 1962. In view of the fact that under the lenenlbond 
etttered into by the factories enjoying the benefit of deferred pay-
ment of duty, they were liable to pay the estabJishment charges, the 
Committee lU"e surprised at the explanation given for non-recovery, 
i.e. there was no provision in the Central Excise law for reeov~y 
of sueb changes. The Committee hope that such a routine approach 
in ftDallCial matters would be avoided by Collectors in future, and 
also that· the supervision over the performance of the Collector would 'e more strict. 

~.234. The Committee would also like the Ministry of Finance 
to reconcile the recovery of Rs. 78107 against R!'I. 213548 pointed out 
by Audit. 

Deliiy in· implementing an Act passed by Parliament-pa1'tz. 52, 
page 45. 

3.235. The Cotton Fabrics (Additional Excisc Duty) Act, 1957 
was enacted by Parliament -so as to provide for the levy and collec-
tion of an additional duty of excise in those cases where the quantity 
of cotton fabrics exported by any mill in any year falls short of the 
export quota for that year. As the rules carrying out the purposes 
of this Act ha~ not been framed by the Govetnment of India so far, 
the proVisions of the aforesaid Act have not been brought into effect 
even after expiry of a period of more than seven years. 

·3.236. The Committee desired to know the circumstances which 
led to the passing of the Cotton Fabrics (Additional Excise Duty) 
Act, 1957, rules for carrying out t.he purposes of which had not yet 
been framed by Government. 

3.237. The representative of the Ministry of Commerce stated that 
the Act was passed as an instrument of export promotion. In the 
context of tlxing the target for the Second Five Year Plan for cotton 
cloth it had been decided that 18,000 looms should be set up in the 
composite mills. As during that time the exports were fallfng, it was 
felt that aleng with th'" setting up of these looms. efforts shouJd be 
made also to ensure that the doth produced on these was exported. 
Accordingly it was decided that If a party accepting the privilege of 
instn11ing the loom~ In hi~ mill failf'o to dischar~e the obligation of 
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exporting the cloth, then to the extent of the shortfall, excise duty, 
which was almost penal in nature, should be levied on, the shortfall 
in obligation. With that purpose in view this Act was passed on the 
17th September, 1957 and was actually brought into force in January, 
1958. The witness added that the objective of the Act was to ensure 
that the export obligation which had been laid on the people who 
accepted these looms would be discharged by them. Explaining the 
reason for its non-implementation, the witness stated that it was not 
implemented because it did not meet with any adequate respolll8. 
He stated that about 18,000 looms were to be set up. The allocations 
were all made but when the Act came into force and the induatrtallsts 
saw that if there was default in export obligation, they would be 
liable to pay this excise duty, most of them did not take out the 
licenses at a11 and returned the allocations. He stated that after about 
one year hardly 100 looms had been .put up as against 18,000 which 
had to be put up. It became clear that the scheme would not work 
in the way in which it was intended. The Act was considered as r 
step towards boosting exports and to that the response of the parties 
was not there. The Joshi Committee which was appointed in May, 
1958 to recommend export promotion schemes, and which submitted 
its report in July, 1958 recommended, inter alia, "let us not have an 
enforcement of this type." Hence it was decided that no further 
steps need be taken in implementing the Act. 

3.238. The Committee enquired as to how the period between 
September, 1957 when the Act was passed, and May, 1958, when the 
Joshi Committee was appointed, was utilised and why the rules were 
not framed during these 8 months. The witness stated that the Act 
was actually brought into force in January, '1958. But more or less 
immediately after that, as there was no response, it became clear that 
there would be no special effect of this scheme upon exports. 

3.239. In reply to a question, the witness stated that uptodate the 
mills had installed about 2,000 automatic looms, but no penal excise 
duty was being collected from them, as the scheme had been dropped 
altogether. According to the new scheme, the entire production of 
the new automatic looms should be exported in addition to 50 per 
cent of the pa~texports. The mills would be liable to pay a pepalty 
on any shortfall against export obligations. For that they had to sign 
a bond for an amount of penalty calculated at 10 p. per yard for the 
entire export obligation. 

3..240. The Committee pointed out that in that case the scheme re-
mained practically unchanged because the export obligation and the 
obll~ation to pay duty in ('ase of default remained. 
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3.241. The witness .stated that the chan.ge made ~ the scheme was 
-that the liability to pay the penal excise duty wasrem.oved, but the 
liability to pay the penalty remained. He added that the excise duty 
could be collected as arrears of land revenue, but penalty was a nor-
~l obligation and therefore less rigoI"QUS. The attempt was to make 
the scheme more attractive to the parties. He added that the partiel 
were afraid that if failures took place legal proceedings under land 
revenue recovery proceeding would be undertaken. . 

3.242. The Committee pointed out that the statement that the mills 
were prepared to pay but only objected to the method of payme"nt 
was not convincing. The witness stated that the conclusion reached 
was not convincing. The witness stated that the conclusion reached 
by the Joshi Committee that this should not remain as a penal excise 
duty but might remain as a bond was accepted. 

3.243. The Committee desired to be furnished with a note stating 
whether any representation was received from the textile indust1'y 
objecting to the method of payment of additional excise duty. The 
note furnished by the Ministry or Commerce is appendix XVI.· 

3.244. Asked why the rules were not framed under the Act and why 
Parliament had not been informed that the rules had not been framed 
for eight years, the witness stated that the rules were not made and 
he was not aware whether the Ministry should inform Parliament 
about it or not. 

3.245. The Committee pointed out that the Government issued a 
notification enforcing the Act from 15th January, 1~8 but merely 
by 'not framing the rules thereunder, it effectively prevented the in-
tentions of Parliament from being implemented on a technical ground 
and thus abrogated the authority of Parliament. The witness stated 
that it was decided not to have a penal excise duty; therefore, the 
-rules were not framed. 'He added that evenfftheruleshad been 
framed the position in fact would have been no different unless ,the 

).parties took out licenses ed thus accepted the liability. Headded 
that actually the ,p,arties did not take out licenses. ['be ,parties who 
,bad installed 2,000 loomsupto date did ,not come under the scheme 
.of.penal excise duty, but·under the new scheme whereby only a bond 
was taken. 

3.246. The Committee enquired why another executive deme 
was formed .which sidetracked and overlapped the original Act and 
for which Parliament's approval was not taken. 

"Not nned by Audi t. 
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3.247. The witness reiterated that the' SClleme envisaged under 
the Act coUld not be operated as the response from the people who 
were to take looms was not very good. 

3.248. The Committee enquired whether the rates fixed under the 
revised scheme were substantially different :from those contained in 
the Schedule to the Act. The witness stated that the rates fixed 
under the new scheme worked out slightly differently-it was fixed 
at 10 paise, while the Act provided 7 paise and 11 paise by defaulted. 
yardage. 

3.249. In reply to a question whether instead of introducing the 
scheme of taking bond, the purpose could not be achieved, by making 
some stipulations in the license itself, the witness stated that origi"; 
nally it was desired to have a stringent enforcement. 

3.250. The Committee desired to be furnished with a note stating 
whether any enquiry was made by the Ministry to find out or assess 
the reactions of the millowners to the scheme envisaged in the Act, 
before it was given legal shape. The note· furnished by the Ministry 
of Commerce is at appendix XVI. 

3.251. Asked to explain why the Enquiry Committee was not set 
up before the Bill was introduced, the witness stated that the Joshi 
Committee was not appointed in respect of this Bill or Act, but in 
respect of the various problems of cotton textiles. 
3.252. Asked to explain the revenue implications of the Act, the Chair-
man, Central Board of Excise and Customs stated that the Bill was 
sponsored by the Commerce Ministry and that the Board. was only 
a c'ollecting machinery. He added that after the Bill became an Act, 
the manufacturers refused to set up the automatic looms, even though 
they had the import licenses. Until the looms were set up the ques-
tion of framing the export quotas did not arise. But he added that 
this did not answer the question whether Government was wise in 
taking the time of Parliament to get the Bill passed through without 
making sure that it would operate. 

3.253. The Committee pointed out that at least 2,000 looms had 
been set up. If the rules had been framed, the act would have been 
in operation and the Government would have been entitled· to collect 
revenue from these mills. The Chairman, Central Board of Excise 
& Customs agreed with this. 

3.2M. The Secretary (R. & C.) stated that recommendation of the 
Joshi Committee, which cons~dered the problems of the textile Indus-
try as a whole, that a slightly different approach should be tried was 

-Not vetted ~ Audit. 
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. accepted. The Committee pointed out that Parliament's permission 
should have been taken in case a new scheme was desired to be in-
troduced. The Committee desired to be furnished with a note stating 
the reasons for not framing the rules after the Act was passed. The 
note· furnished by the Ministry of Commerce is at Appendix XVI. 

3.255. The Committee are far from happy to note the manner in 
which this Act has been kept on th~ Statute book for over 8 years 
without ~ implemented. They observe that the Government 
issued a notification enforcing the Act from 15th January, 1958 bolt 
merely by not framing the rules thereunder, it effectively prevented 
the intentions of Parliament from being carried out on a technical 
ground and thus frustrated the expressed· intentions of Parliament 
and sidetracked its authority. 

3.256. The Committee were told in evidence that after about one 
year only 100 looms had been put up as &gainst 18,000 which had to 
be put up and it became clear that the scheme 'WOuld not work in the 
way in which it was intended. The Committee, therefore, doubt the 
wisdom of Government in taking the time of Parliament in getting 
the Bill passed without assessing the likely reactions or response of 
the industry to the scheme envisaged in it. 

3.257. They feel that the statement made dwing evidence that 
the manufacturers were prepared to pay additional excise duty but 
objected. to its method of payment as penal excise duty is hardly 
convincing, as ,the initial scheme envisaged in the Act remains prac-
tically unchanged inasmuch as the export obligation and the obliga-
tion to pay penalty on any shortfall &gainst export obligations still 
remains. The rate of penalty was if anything higher than the con-
templated penal exelse duty. 

3.258. The Committee note from evidence that at least 2,000 auto-
matic looms have been set up by the millowners to date. They are 
of opinion that if the rules had been framed; the Act would have 
been in operation and the' Govemment would have been' entitled to 
coUect revenue from them. 

3.259. The Committee also feel perturbed to note that the Rulell 
reqUired to be framed. under the Act had not ~ framed as it was 
decided that no further steps need be taken to implement the Ad. 
They are not convinced by this argwUent. When an Act of Parlia-
ment speciflcaJly provides for framing of Rules thereunder, it is in-
eumbent upon Govemment to do. so within a reasonable. period of 
time. If on the other hand, it was decided that no further steps be 

+Not vetted by Audit. 
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taken to implement the Act, it is not understood why the ParlIa· 
ment's permission was not taken for that Bnd why steps were not 
tllken immediately to have the Act repealed. 

3.!60. The other actien· of dteMinBtry to which the Committee 
take objection is the substitution of the 'scheme envUaged in' the Act 
by B new scheme introduced. under Executive Order.' Since the new 
scheme is BOt the one envisaged in the Act,.the Govemment shuuid 
have obWlled thepJ'eViousapproval 'Of Parliament to it.· This, in·tbe 
opinion of the Committee, is a serious lapse; 

Arrears of Union E~cise Duties-para 53 page. 46. 

3,261. According to Audit the total amount of demands outstand~ 
ing as on 1st April, 1964 in respect of Union Excise Duties was 
Rs. SO 1. 03 1akhs. The Chairman of the Board stated in evidence 
that there was some discrepancy between the Audit figures and the 
Board's figures which had to be reconciled. Asked why the difference 
in the two figures had not been reconciled SO far, the witness stated 
that Audit para was not sent to them for verification. On being 
pointed out that the matter could be discussed with Audit after the 
publication of the Audit Report, the Secretary of Department of Reve-
nue agreed that this should have been done. The Comptroller and 
Auditor General pointed out that Audit had written to 'the Ministry 
on 1-1-1965 asking for the figures, but these were not supplied. Again 
in June, 1965, the Ministry were asked to verify the Audit figures, 
but they had not done so far. 

3.262. The Committee 'regret to note that the figures of arrears of 
Central Excise duties asked for by Audit in J8Iluary, 1965 were not 
supplied by the Ministry and subsequently the figures given in Audit 
Report were not reconciled. even lifter the Ministry were requested 
to do so by Audit in .June,!t65. The Committee desire that in liD 
rases where ttae Ministry waDt to eontroVert any faets ana ligures 
appeating in A1uBt Reports, whieh had not been verilled at the c1rafi 
8tage for any reasons whatever, the correct position shoula be 
broIwht .to the utke of tbeCommiUee through Audit.. ... as 
pouibletoenable them to VJl'ive.t "'QI*' ,cODcluaiena· witllout M7 
waste el time. The Committee in this cOllA8CtiaR wou1d like to __ 
aUaatioll to ptft 9 (latro ... tiOll)of·tlaeir 42Dd ~rt (Third.Lek 
Sa~). 

3.263. The Committee aemred to be furnished' with a statement 
abowing (1) the total amount of arrears as on 1-4-1'984, (giving break-
up of the amount pending for more than one year and for more than 
one month but not more than one year) (il) the charges that accrued 
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durin& the period 1-4-1984 to 1-4--1965, and (iii) the outst~ as on 
1-4-1965. The information furnished by the Ministry is given in 
Ap'pendix xvn. -

3.264. According to the Ministry's note th~ arrears lUI on 1st April, 
1964 amounted to Rs. 602 lakhs out of which an, amount of Rs. 368 
lakbs was pending for more than one year. The toW demands out-
standing as on 1-4-1965 amounted to Rs. 1,110 lakhs (PI:ovisional) out 
of which an amount of Rs. 458 lakhs was pendin, for more than one· 
year. The position ~f arrears in the previous year was Rs. 306 lakhs 
on 1-4-1961, Rs. _ lakhs on 1-4-1962 and Rs. SOO·lakhs on 1-4-1913. 

3.25. '!he Committee feel cdlreemed te note cGIUIWerable ina .. 
itt the 81'I'e8I"S of exeise duties &em year to year. The ~tee 
had vide para 82 ef their 27th Repert (Third Lok Sabha) desired 
that vigorous steps should be taken to liquidate the anelml. 'J.'heoy 
regret to note that t1te position in this respect, iDsiead ef impl'O'V'iDg 
has detereorateti further. • , 

3.266. According to the Audit Report, the total arrears under 'un-
manufactured tobacco' have gone up from Rs. 236.60 lakhs to 
Rs. 284.25 lakhs. The Committee desired to be furnished with a note 
on the following points:-

(a) How much of the arrears is due to: 

(i) Procedural delays in enforcing certificates of recovery; 
(ii) bad financial condition of the tax-payer; 

(iii) the assessees. being untraceable; 

(iv) other reasons? 

(b) Has the Ministry examined whether any part of Rs. 284.25 
lakhs has become irrecoverable? If so, what steps are being 
taken to write them off? 

(c) Is there any case where more than Rs. 10,000 is due from 
any licencee? If so, the particulars may be given. 

3.267. In their reply (Appendix XVIII), the Ministry of Finance 
(Department of Revenue) have started that arrears relate substan-
tially to assessments made at curer's permises. The information is to 
be collected in respect of all such curers who number some thousands 
through innumerable field agencies. It will, therefore, take some time 
before the complete information is made available by field formations. 
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3.268. The Committee desire that the information may be made 
available to them as soon as possible. Further, in the light of these 
details, the Board should consider what steps are necessary to ~ 
lise/write off the arrears pending fM loni' periOds and to prevent their 
accumulation ,in future. 

UnmanUfactured vobacc»-N011I-'I'eabi.aation of demands for Central 
Excise duty due to ,delay in initiating action againBt the defaulter. 
-para 54, page 41. 

3.269. A case ~e to the notice of Audit in which several demands 
totalling to Rs. 23,973 representing levy of Central Excise duty on 
account of (i) unauthorised substitution of tobacco, (ii) holding stock 
of non-duty paid tobacco beyond the prescribed time-limit of 3 years. 
(iii) storage loss, (iv) loss detected during annual stock-taking, and 
(v) surreptitious removal of tobacco etc., were raised during a period 
ranging from 1953-54 to 1956-57 against some tobacco warehouse 
owners. The demands could not, however, be enforced so far (March 
1964) as the licensees and their sureties were stated to have abscond-
ed mainly in consequence of the delayed action by the department. 
Even in one case where the surety was available, the certificate pro-
ceedings against him had to be quashed. by the Commissioner of the 
Division as- the action was time-barred. 

3.270. The Chairman of the Board stated that the audit objections 
were accepted by the Department and action was being taken against 
both the assessees and the staff. The Committee desired to be furni-
shed with a note showing a brief history of the cases and action 
taken. The Ministry have furnished a note • (Appendix XIX) showing 
a brief history of three cases referred. td in the Audit para. In on e 
of these cases duty amounting to Rs. 41,995.12 has been written off as 
irrecoverable revenue. Another case involving duty of Rs. 3,744.87 
was pending for a decision whether it should be struck off. 
In the third case, the tobacco in respect of which the dues have arisen 
has been lifted to the Court in connectioh with a rent-suit filed by the 
landlord. The case is still pending. The Ministry have stated that 
in these cases there was no delay in initiating action for recovery of 
the sums due, as certificate action is initiated against sureties after 
remedial measures against the obligors are taken. 

3.%11. The Committee consider the irregularities committed in tlds 
case as serious, especially UIUluthorised substitution and surreptitious 
removal of tobacco. The Committee hope that theMinis~ wUI 

·Not vett.ed by Audit. 
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.... i--how far the ex-=i_ ataff was responsible for aeelipnee or 

..aJ.usion·in these cases and also take remedial measures to tiehten 
tip supervision. The Committee also suggest that the Ministry 

't- 8bould. -cOIlSitier what further measures are necessary to safeguard 
CIte interest of Government aeainst the exipncy of the asSe8aees 
ad their sureties aMcondin,. 

F'rcItuds and eVasiOns-para 56-1>ages 47-48. 

3.272. The following statement gives the position relating to the 
number of cases prosecuted for offences under the Central Excise "W . for fraud and evaSion, together with the amount of penalties 
imposed and the value of goods confiscated:-

(i) Total number of offences under the Central 
Excise law prQSecuted in Courts 

(ii) Total number of cases resulting in 
conviction 

(iii) Total value of goods seized 

(iv) Total value of goods confiscated 

(v) Total number of penalties imposed 

(vi) Total amount of duty assessed to be 
paid in respect of cases where levy 
of duty was adjudged. 

(vii) Total amount of fine adjudged in Ueu 
of confiscation . 

(viii) Total amount settled in composition. 

(ix) Total value of goods destroyed after 
confiscation' 

10 

1 

Rs. 87,59,877 

Rs. 1,00,072 

Rs. 5,22,642 

Rs. 35,32,592 

Rs. 3,72,620 

Rs. 1,06,021 

Rs. 92,530 
(x) Total value of goods sold after confiscation Rs. 72,656 

3.273. The Committee desired to be furnished with a note (i) 
lItating the total value of the goods seized, and (li) the outcome dt 
the prosecutions in the remaining 9 cases out of 10 mentioned in the 
Audit para. The information· furnished by the Ministry is glven 
at Appendix XX. 

3.274. Judging from the above figures of value of goods seised and 
confiscated and amount of penalties/fines imposed, the Committee 
feel that the magnitude of the offences eommitted under the Central 
Excise law for fraud and evasion is fairly large. They are, however, 

eNot vetted by Au:Ut. 
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aurpr1sed' that· only iii I.'eases; proeeeuti1JlllS ~ laaneJaecl;. . GIlt'" 
whicti four cases haw resatt~d in COIIl'rietions, three are pe ...... ~ ... 
in the rem8ini~three, the penons eGIleemed were aequttald. TIler 
desire that in ,Iaring cases of frauds and large scale evasions, pnl80 
cution of delinquents should be preferred to impesing penalttes._ 
the former course would be more deterrent to eheck oftteDcea. 

NEw'DILHI; 

FeoT'tUlry 15, 1966. 
Magha 26, 1887 (Saka). 

R. R.·MORARKA, 
Chat'l"1n4%ft, 

Public Accounts Committee .. 
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APPENDIX I 

(Ref. Para 2.14 of Report) 

MINISTRY OF FINANCE 
(Department of Revenue) 

BRIEF 

SUB ........ Para. 15 of the Audit Report (Civil) on Revenue Receipts, 
1965-Additional inf01"nlmtion called for by the P.A.C. 

While asking for additional infonnation on para. 15 of the above 
report, the PAC observed as follows:-

CIA note stating the action taken against any officers as a re-
sult of the defects detected by the Internal Audit Depart-
ment in levy of Customs duty during the years 1961-62, 
1962-63, 1963-64 and 1964-65 may be furnished. It may 
also be indicated whether the mistakes were due to 
mala fides or due to errors of judgment, negligence, 
carelessness and any other reasons." 

2. The number of cases where mistakes or irregularities were 
detected by the Internal Audit Department in the various Custom 
Houses during the years 1961-62 to 1964-65 is indicated below:-

1961-62 2152 
1962-63 2362 
1963-64 
1964-65 

2026 
2010 

These figures do not take into account the cases relating to the 
Calcutta Custom House, as no registers contain.irig the requisite 
statistics were maintained by that Custom House upto 30th June, 
1964. A register has, however, been maintained from 1st July, 
1964, onwards which shows that the number of such cases detected 
during 1st July, 1964 to 30th June, 1965 is 571. 

3. A scrutiny of the above cases has shown that there were DO 
mistak!'!S due to mala fides. The mistakes were mostly due to errors 

117 
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of judgment. In a few cases, however, the mistakes were due to 
carelessness or negligence. In all of such cases, the explanations 
of the officials concerned were obtained. In most cases they have 
been cautioned taking into account the absence of mala fides and 
their general record. One Appr.aiser against whom there were other 
more serious charges besides the committing of such errors, was re-
moved from service. 

D. P. ANAND, 
Jeim Sct!'I'etary to the Govemment of Indill. 

(F. No. 5/20/65-Cus. vm.) 



Point made: 

APPENDIX D 
(Ref. Para 2'40 of Report) 
MINISTRY OF FINANCE· 
(Department of Revenue) 

Page 11, para 17-Non-Ievy of countervailing duty on electric 
motors. 

It is stated in this paragraph that the cases of importation at 
electric niotors framMay ,. 1963 onwards are being reviewed for 
recovery action by the Custom Houses. The result of the review 
and the additional duty collected may be indicated. 

BRIEF 

The position is as indicated below: 

Cochin Custom House.-The Collector has reported that the 
recoverable amount of Rs. 4,84,486' 53 has since been recovered. 

Madras Custom House.-The Collector has reviewed all the 
cases which arose after 23rd December, 1963 on the basis of clari-
fication contained in Board's letter dated 21st December, 1963. 
Countervailing duty was found leviable in 23 cases. The total 
amount of duty involved in 17 cases-Rs. 7,792'27 has been recover-
ed in full. The Custom House is taking steps to enforce payment 
in the remaining six cases also; the amount involved is Rs. 2,285~ 45. 
In so far as the period from 18th May, 1963 to 25th December, 1963 
is concerned, 862 cases were reviewed and countervailing duty was 
not found leviable in 619 cases. 172 cases are pending receipt of 
requisite documents from the importers. In 37 cases, where counter-
vailing duty was fdUnd to ~ leviahle (the amount being Rs. 17,145.43) 
requests for voluntary payments were made as demands were time-
barred. Out of this a sum of Rs. 1,288:60 has been recovered.. Out 

k of the remaining 34 cases, countervailing duty is not leviable in 11. 
&he remaining 23 cases are under consideration. 

. (F. No. 2O/'JiJ/85-C1D. I) 
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APPENDIX HI 

Ref. Para 2.100 of Report) 
MINISTRY OF FINANCE 

(Department of Revenue) 

Audit Repcm, 1965 
on 

Revenue Receipt. 

Para. 22.-1,,011 on account of wharfa.ge charges paid to the Railwa.y 

e (i) A note may be furnished stating (a) the reasons for delay in 
disposing of cement which is. a perishable commodity; (b) 
the particulars of the parties involved (whether they were 
Indian or Pakistanis); and (c) whether the goods were com-
ing in or going out of the country. 

(a) 459 bags of cement were unloaded at Attari Railways Station 
on 28th February, 1950 and the goods were confiscated in February, 
1952 and they were disposed of in October. 1958 for Rs. 100/-, paying 
a wharfage of Rs. 1.41.199.83P. The goods became ripe for dis-
posal on 28th June, 1952. It is not unfortunately possible, at this 
stage, to ascertain in detail, the reasons as to why it took 2 years 
to adjudicate the case and why these goods were not auctioned 
earlier as the relevant papers have since been destroyed. Perhaps 
the correspondence going on with the Railway authorities for taking 
delivery of the goods (who were insisting on payment wharfage 
charges first) was the main reason for the delay in its disposal. 
The agreement with railways was finalised in November, 1957. 

(b) InformatiQIl regarding the name and address of the con-
signor and consignee of the 459 b&gs of cement is not available in 
the other records. Hence it is not possible to say whether the 
parties involved were Indians or Pakistanis. 

(c) The goods were unloaded at Attari Railway Station on im-
portation into the country. 

e (if) A note may be furnished stating the reasons for delay in dis-
posal in respect of other items for which "Wharfage of more 
than Rs. 10,000/- was paid on a single item. 

120 
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A statement giving the particulars of goods in whose' C8815 
wharfage of more than Rs. 10,000 was paid is enclosed. The rea-
lions for delay in disposal of goods in question have been given 
in the remarb column of the statement. 

6 (iii) A statement may be furnished. shOWing the number of ~ 
fiscated wagons which. came from Pakistan and those which 
were bound for PaldNn and· the goods carried by them. 

Railway wagons from or to Pakistan were not conftscated along.. 
with goods. 

T. C. SETH, 
Joint Secreta.ry to the Government of India; 

Ministry of Finance (Deptt. of Revenue & Insuranee) U.O. No. »I 
30f65-L.C.I. dated 2-2-1966. 
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APPENDIX IV 
(Ref. Para 2.109 of Report) 

MINISTRY OF FINANCE 

(Department of Revenue) 

Audit Report, 1965 

on 
Revenue Receipts 

Para. 23.-DispOBal of confiscated goods-Non-submission of acccumtr 
in proper form. 

'1. A note may be furnished shOWing details of confiscatecJ goods 
valuing more thJln Rs. 10,000 in each case lying at the :Bombay. 
Calcutta and Madras ports, which have not been disposed of for a 
period of more than 18 months. In case of the items for which 
there is no a'ppeal or revision petition, confisoated articles which 
have not been disposed of for a period of more than 6 months 
may be indicated. 

A statement'" shOWing details of confiscated goods valued at 
more than Rs. 10,000/- in each case still lying undisposed of at the 
Bombay, Calcutta and Madras Custom Houses and which have not 
been disposed of for a period of more than 18 months and/or after 
a period of six months from the date of confiscation if the party 
had not preferred any appeal, is end08ed. 

8. A note may be furnished stating whether precious stones worth 
Rs. 1.60 lakhs were sold by private negotiation or tender and 
whether before their sale, they had been put to public auction. 

The precious stones in question whose reserve price was fixed 
at Rs. 1,60,650, were first put to auction. For 4 lots, there were no 
bids at all, while for remaining three lots, the bids were much 
lower than the reserve price and the lots had therefore to be with-
drawn from the auction. Private ·offer for these stones was fqr 
Rs. 87,285 only. Thereafter, the precious stones were sold by_ pd-
vate negotiations. As against the reserve price of RI. 1,60,650, the 
offer of Messrs Kumar & Co., 17-Raj Mohan Bose Lane, Howrah of ---_._------- .. _-----

-In returning the draft reply atter v:ettipg, the Comptrol16r and Auditor 
General has stated that the statement mowing details ot confiscated'lIooi$s 
has been forwarded to the respective. Accountant. General ·tor verifkiation 
and return, aDd he would return on hearing from' them. • . 
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Rs. 1.60,000 was accepted. The r~rve price wa.~ fi¥ed jp. t~~ li~t of 
ruling market prices and the amount of Rs. 1,60,000 offered was found 
to b.e ll~ close to the ~e price. 

9 (a) .-A note stating the system of disposing of confiscated goods 
may be fumilhed. 

The goo4s ·con.fiscated under the Customs Act are dispo,ed qf 
~ Ute foUowillg manner:-

(a) Luxury consumer articles are not ordinarily sold by 
public auctions and efforts are made to get as hear the 
consumer as possible by resorting to sale to Co-operative 
Societies, Clubs, Hotels, Canteens, Charitable institutions 
etc. Retail sale is also one of such measures. In order 
tQ expedite the disposal of confiscated luxury goods the 
Government have decided that. confiscated goods be 
offered for sale to (i) all Registered Co-operative Socie-
ties and (ii) Military Canteens, at retail price less 10 
per c-ent. di!iCpunt. Goods are offered to them on tp.e 
basis that first come should be ~v~d first. 

(b) Goods such as cloves whose import and distribution are 
channelised through the S.T.C. are being offered for sale 
to S.T.C. at the current c.i.f. price plus customs duty 
leviable *hereon subject to the condition that the S.T.C. 
licence for import of theSe goods is reduced by the quantity 
so lifted. 

(c) As regards commercial and trade goods, the normal 
method of disposal is by Public auctions. Where, how-
ever, it is suspected that a clique has been formed during 
the question, the goods are withdrawn and attempts are 
then made to dispose them of by inviting' tenders on 
terms most advantageous to Government rather than put 
them again at a subsequent auction. Sale by private 
negotiation is resorted to, only if other methods have 
been tried and have failed to fetch a fair price. 

9 (b).-In what circumstances sale by private negotiation is resorted 
to? Whether the permission of the C.B.R. is obtained before 
anything to sold by private negotiation? 

The circumstances in which sale by private negotiation is resort-
ed to has been explained in reply to para 9(a). Under the exist-
ing orders, sale by private negotiation is to be resorted to under 
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the orders of the Collector or Additional Collector and no prier 
approval of the Board is necessary. 

9 (c) .-It may also be stated why the tender system or private nego-
tiation is preferred to Public auction? 

The tender system or sale by private negotiation is not prefer-
red to public auction. The normal method of disposal of confIscat-
ed commercial and trade goods is by public auctions. In cat1e8 
where it is suspected that a clique has been formed during the auc-
tion and a fair price is not likely to be fetched the goods are with-
drawn and attempts are then made to dispose them of by inviting 
tenders. Sale by private negotiation is resorted to, only if other 
methods have been tried and have failed to fetch a fair price. 

T. C. SETH, 
Joint S~t4ry to the Government o11nc:lia. 

Ministry of Finance (Department of Revenue) U.O.F. No. 30/6/64-
L.C.I., dated 2-Z-1966 



Statement giving information in respect 01 goode (in respect of bClI1I1C1Q') 
worth over &. 10,900/- confbcClted during tM lIear, 1981 to September, 

1985 but not 'IIet disposed of 

BOMBAY CUSTOM HOUSE 
._---- ._-

51. Description of ,oods Date of Date when loods 
He. colllB,cation became ripe for 

dilposal 
.... 

I 2 3 

I KGQ. 473 Chnrolet 1960 !!Iodel 14-5- 151'2 I:'(({n~hr, ]~( 1,. 

2 Arabic Regr. Buick Station walon Notf known June, 196 ... 

3 TRB 2882 Chevrolet 1958 model 28-2-62 Deccmbn, 196 ... 

" MR 179" Chevrolet 1961 ,. 11-9-62 Decc!!Ibcr, ]96" 

~ TJ 79786 Chevrolet 1960 model 18-10-62 June, 19604. 

6 TJ 108"S Chevrolet 1960 model IB-IO-62 June, 196 ... 

7 TP S8150 Plymouth 1961 1·1-10-62 June,196 ... 

I TJ 84856 Buick 1961 !!lode! 19-10-62 June, 196". n 

9 A,,-Z-283S Volawalon (Tourist Van) 22-9-64 J1J1e. J~f~. 

10 Bedford Van CDP 236 22-10-63 30-9- 1965 

II RAF ,,82 Chevrolet Impala /30 -4-63 ]Uff'. 1964. 

12 USQ 9621 Chnrolet Impala f26-7-65 3°-9-6S' 

13 4S64-HS-7S Renault 1]0-04-6" 30-9-65 

I" KC 17968 Volkswagen (9-9-65 30-9-65 

IS Indian earees (IS-7-6" 16-"-65 
16 aoYes [ 8-10-604 9-7-65 

17 Clo.es 9-11- 64 IO-9-6S 

II CIoYel u-u-64 13-9-65 

19 ClcrftI 9-II-6" 10-6-6S 

20 Sarees Indian 21-4-65 22-10-65 

21 Cloves 19-1-<65 20-7-65 

22 Clon. S-3-6S 6-9-65 

23 Cloves lI-3-6S 12-9-65 
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1 2 3 4 

24 Cloves 6-5-65 7- 11-65 
25 C10va 29-u-64 30-7-65 
26 Clove. j7-1-65 28-1-66 
27 Cloves 6-7-65 7-1-66 
28 Clovee 26-6-56 27-12-65 
29 Precious ,tODes 28-8-63 2a-4-~ 
30 DiAIiloada . 21-9-83 2-6~ 
31 Watches 1843 piecet 23-2-65 23-11-65 
32 Watches 1330 piece. 6-4-64 6-1-65 
33 PridOul StoDce • 23-7-64 23-4~6S 
34 Watchc. 1723 piece. 9-7-65 9-4-66 
35 Watches 9607 22-12-64 22-9-65 
36 DiamoDda 2-4-63 2-1-64 
37 DWnODd. 2-11-63 21 ... 80-64 
38 Diamonds 4-'5-64 4-2-65 
39 Diamonds 2-2-62 2-II-62 
40 Diamonds 7-5-65 7-2-66 

F. No. ParticulaT' in respeCt of aold, silver an" jewellery which are to be eent only to 
the Mint and al80 currency i, not included. ------------------------'-----

Statement giving information in respect of goods other than btl.f/f/4ge worth 
over RB. 10,000/- confiscated during the years 1961 to September, 

1968 but not yet d~ed of 

BOMBAY CUSTOM HOUSE' 

SI. Deacription of goods 
No. 

BDd~. 

I 2 

1961 

1 50 cases Dynamo liihtina seu 

2 50 eases Dynamo lightini leU 

196tz 

lOne piece Jatara III R-Platform Truclt • 

1963 

1 55 druma eynthetic Reain 

2 23 drum. synthetic Reain 

3 58 easee transi,ior coDdensors. 

4 6 bundlee staln ICes eteel,beets 

5 45 cue. Lietlwlolamine 

6 18 cues M. V. Parts 

Date of 
coDfiacation 

3 

Date when aoocss 
become rtpe for 

dispow 

4 

OcrobeT. 61" 

October,61 J 

13-12-62 6 month. expired on 
13-6-63 

5-10-63 } 
5-10-63 

5'-10-63 

lI-n-63 6 months expired on 
11-5-~ 

10-12-63 } 

12-10-83 



I 2 

7 4 casel Piston RiDgs 

8 One case unset mail Byes Hardened 

9 419 bundles wire rod. (ao9S collslOO1C). 

10 94 Pltgs. Copper 81 bundles Tube.. 13 
blls copper scraps. • . 

I I 74 bundle. Mild steel,heets . 

u 744 cartoils PolyttLb'lld~ilaments YarD 

13 31S cases Polymlnade Filament yarn 

14 68S pieces lorry sprin,a 

IS 3 cases motoc vehicle part .. , 

1964 

I 980 Pkgs. motor vehicle parts 

2 One case persol'lal e<trecta' • 

3 16 
- eases Unused crown 

17 

4 33 casell Nylon Yarn 

S a cases Diesel Engine sp8TCa . 

~ 16 cases Piston rings 

7 S cases- Piston rings 

8 4800 pieces taper toilet beltings 

9 ss carton. Piaton ritliS 
xo 5 cues Pilton rin,s 

n 2 cases Nozzles 

I2 9 cases Motor vehicle part 

196s 
I lOS cartol2ll Poljeltet Yam 
2 9 CUCI eqlDe parts 

3 71 cartOIla Nt10n yam 

3 4 

7-3-63 

IS-I0-63 II moDtb, c:iPItcd on 

18-7-63 }IS-4_6~. 
3~-I3 

n-6-63 

30-1-63 x8 mOll'b eXpIred OIl 
S-2-6S 

13-9-63 NOt ~ ripe 
23-12-63 18 month, spired OIl 

i~-1-"S 

6-.4-63 6 moath, ezplrcd OIl 
6-10-63 

a-II-64 18 mon.ths expired on 
2-S-615. 

[17-10-64 II tnolldia elQrired on 
17-3-66 

26-12-64 6 months expired OIl 
7-12-6S 

17-10-64 18 months expired on 
17-6-156 

31-3-64 18 months expired on 
31-9-65 

30-12-64 18 months expired on 
30-6-66 

12-3-64 

13-7-64 18 month, ~ired on 
13-1-66 

2-1:!-64 

12-3-64 

25-3-64 6 mondts c:xpJred on 
i5-9-64 

3Q-4~S 

1-4- 6S 

,0-4-65 



r 

4 241 cartoDi Nylon YUII , ,I cartoDi Polyester Yara 

, 143 CartoDi Polyester yam 

7 Sl Cartons Polye.ter yana 

• 69 cartons polyester yara 

, '3 c.rtom Polyester yam 

'130 

10 119 coila pI"ime Drum Quality cold rolled 
sheet. 

II 143 cartons Nylon yam 

12 77 coil steel wire 
13 7 casea eqine parte 

J4 1760 coils G.I. Wire I, '4 Bundles Hot Rolled .beete 

16 4' cales ball bcarinp 

17 Nylon yarn 

18 29 cases tool, & alloy steel (UN Illloi1ine 
forgings.) 

19 7 cases Tape-recordeR Tranaiaton 

20 3 boXCl starter Arm.tare Unit Model 
7650 

21 :&66 Dnuna Sodium cyenjdII • ' 

22 38 Pullen 

23 ,0 c:aeea Double Itretched Nylon yam of 
100/% Dcmer 

24 So cue. Double atretcbed Nylon yUll 
of 100/2 denier ... 

2; 4 caleB Tape recorder Radios . 

26 59 Reela White Glazed newsprint 

3 

30-4-6.5 

21-5-65 

~4-'5 

30-4-6, 

24-7-65 

30-4.6, 6 months expired OD 
17-10-6, 

26-6-65 

30-4-65 

2-1-6S 

I9-1-6S 18 months expire OD 
19-7-66 

Do. 

I0-2-6S 18 monthl expire on 
9-10-66. 

9-4-6S 

2o-S-6S 6 months expire on 
20-11-6S. 

8-4-6S 

27-S-6, 18 month, expire on 
27-II-66. 

1-6-65 6 months expire on 
1-12-1965· 

9-3-6, 18 months expire on 
24-8-66• 

17-6-65 

1-7-6, 

8-7-6, 

18 months eapire 
1-1-67 

Do. 

on. 

24-2-6, II months expire on' 
24-8-66. 

31-7-6, 6 months expire 0 n 
31-1-66. 

3J-7-65 Do. 

19-5-6, 18 mODths expire on 
19-11-66. 

7-7-65' 6 montN expired on 
7-1-66. 



181. 

1 2 

27 9 cues lecond hand Di1rs half ,hafts ED-
,meParta 

21 • cues drill sieves 

29 I case second hand horizontal Hydraulic 
breedinJ machine 

30 "cuel double stretched yarn of 70/2 denier 

31 J. casel Steel abeets 

32 Synthetic yara 

33 25 cases Hommes to OTeDS 

3. 3 cases Ring gear Pinions 

. 35 8 cases MiIlerweber Meter pbaae rotatioa 
indicator precision am,le phase electric 
dynamic poWder meter 

3(0 J cue auto shuttle washer 

37 3.8 cases Shoe Grindery (BLUE CUT 
SLBNERY TACKS) 

31 22 cases Glass chatons 

39 78/88 cases Tape roller bea'iDp 

• 0 I casl machinery 

• 1 I cue mac:hinrry 

-42 I. cases M.V. PIrtI 

.3 10 cases Ball Bearin,s 

3 

2.4-1-65 6 montha upi.re o. 
2.4-.-66. 

2.4-7-6S 6 month. expire OD-
1-3-66. 

6-9-65 6 months expire OD 
6-3-66. 

17-9-65 6 month. expire OD 
»-.-66. 

22-9-65 6 month. expire on 
22-3-66. 

25-9-6, 6 montha expire 
25-3-66. 

on 

II-6-6S 18 months expire on 
18-12-66. 

2-1-6S 18 months expire on, 
2-7-66 . 

7-1-65 6 montha expire on 
22-7-6S· 

6-4-65 6 months expire OD 
,-12-6S· 

23-4-6S 6 months expire on-
23- 10-6S· 

29-.-6s III months expire on. 
29-10-66. 

2.-9-65 18 months oxpire on 
2.4-3-67. 

26-10-65 'months expire OD . 
27-4-66. 

Do . 

17-4-65 IS months expire OD· 
17-10-66. 

3-3-65 6 months eJ:pire on 
3-9-6,. 

Sta.tement gitlitlQ mfonnaticm ita Teapect of goocl8 worth 00ft' RI. 10,000' 
confl.sc:Gt.ed during the lIeG.T' 1961 to September, 1965 but ROt lIet cIWpoIc of.· 

CALCUTl'A CUSTOM HOUSE 

51. 
No. 

DelcriptioD of ,oods Date of 
cODfllCl~OIl 

3 

Date whm aood. 
beoome ripe for 
dJapou1 

17-4--61 Ordcra plRod by A.C. 
0A2'-'~4. 



I 2 

2 Gold. watch bandI etc. 
3 Precious .tODeS 

" Precious Itones 

, Precious atones 

ISS 

6 p~ Br Iildian cUrtel1et. Witch. etc. 
7 Precious stone,slnd ,old 

?(a) Diamonds 

8 watch, de pin with pteclQaa lsonel 

9 RiDs with pm:ioua atones 

10 PrecioUs stone. 
JI Ptecioua Itonei &: acld bin 

12 Precious stones 

13 Steel roUer chain 

I. Steel roller chain 

IS Motor vehicles plrtl 

16 M.V. parts 

17 Hydrosulphate of soda 

18 Weft grapes 

19 M.V. pitta 

20 Loose steel sheets, ban, etc. (Typewriter 
parts) . . . . . 

.21 Carbon toblcco knife, ateel fiat 

23 TypeWriter pUb 

~ CadeIlac: «'If 

26 c.p.-ecrew 
27 Sial bl'llldbul;:kk 

.. 

3 

6-13-61 , 

21-u.-61J' 

6-1-62 

26-9-62 

15-t -63 

15-2-64 

19-10-64 

9-9-63 

9-9-63 

22-2-64 

27-4-64 

19-4-65 

II-II-6r 

23-n-61 

27-10-6" 

22-12-61 4-10-63 

6-3-62 23-10-63 

No records 12-8-63 and 6-7-65 
available. 

28-8-62 

30-6-604 Court cue OODcIudecf 
OQ3Q-9-64. 

-----_._-----
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SMtement lJit)ing information in reapeet of goocU worth over R.I. 10,000-
Con:/llctlted during the tyetlra 1961 to September, 1965-but not ]let cliIpoaecl 

of (Apprc:dring Deptt. Cue.) 
MADRAS COSTOM. HOUSH -----------------------------------------------51. No. DeecripUoD of good. Date of 

ccm.6l1Qldon. 
Date when gol)j 
b~ripCl for 

disposal 

1 S CllCI oil Berpmot 

2 21 CIICI art aUk piece ,oodI (Velvet) 
3 Glass tube. for iluoRIcent lamPl • 
4 Do..... 
, Do. 

1 3819 watchca 

2 3096 watches 

3 3S3 watchel 

4 261 watche. 

5 650 watchea 

6 1453 watches 

7 798 watches 

8 680 watchea 

9 ISS watches 

10 232 watches 

II 435 WRtchea 

12. 500 watches 

13 600 watchea 

14 284 watdlel 

IS SS8 watchea 

16 400 wat.chC!e 

17 452 watcba· 

Preventitle Deptt. 
Watche. 

18 375 watcllea tiid a Pi*t car 
19 300 watchea 

20 785 watchel 
21 SI4 watcbea 
~2 1713 watcb.ea 
23 316 watcbca 
24"'3:W2 watcbCI 

3 

23-1-61 17-S-61 

2.4-3-61 6-t-1S5 
39-S-64 Not JOt ripe. for diIpoul 
39-S-6, Do. 
1-S-65 DO. 

Seizuru 

9-11-61 15"'9-64 

9-11-61 15-9-64 

16-12-61 Not ripe for eliapoW 

13-8-63 4-5-64 

29-u-62 12-7-63 

14-3-63 3009-63 

S~3-64 Not ripe for dllpoul 

9-1-64 2-9-64 

IS-II-63 22-8-65 

16-8-63 16-8-65 

4-11- 63 15-2-64 

26-12-63 31-7-64 

2-11-63 2-s-64 

1"2-64 19-8-64 

7-,-64 7-II-64 

28-10-64 2-1-6$ 

16-2-65 Not ripe lOr ~ 

20-7.;64 20-1-65 

10-8-64 15-3-65 

24-3-65 Not ~ fOr diapoIIl 
12-8-65 Do. 

ll9-1-6, 6-9-61 
7-10-65 
l3-B-6S Not ripe for dltpoaal. 

, .. 



I 3 

2, 330 watela. 1-7-6S Not ripe for dispolol 

26 1600 WlItCbel lo-S-6, Do.' 

OTHER ARTICLES 

I Indiac current! RI. soooo/- foreip cuzr-. • 6-12-SI 21-1-6S 
ency, Chequa. wltc:ha etc. 

2 Semi-precioul ftODeI '-10-61 10-9-63. 

3 DiaaIoDda 30-10-61 30-,,-62 

4 Merauy, Nylon ButtODl AUitiA Car 
SWiOll Wqon etc. 10-7-62 II-6-63 , Industrial Diamond! 2"-3-62, 24-7-62 

6 Nylon Buttons, Menthol Crystals, knivea 
etc:. 16-1-63 16-S-63 

7 Knivea, Pilot pena, Hair clippen etc. 16-9-64 22-S-6S 

8 7 O'clock bllda, pencila, nylon bvttoDI 
etc. 27-12-62 4-S-63 

9 S~ needlel, Hair clippen, 7 O'Qock 
b "etc. . . . • • 2,-7-63 Not ripe for dilpoaal. 

10 Nylon Buttons, Safety razon, ball point 
pen etc. 11-9-62, 18-1-'3 

II Menthol crystala, nail cutten, ~on but -
toni, ftintl etc. acd alao one verlot 
car 22-1-63 22-S-63 

12 Nylon buttons. lnap fasteners razon bla -
dee, bait DetI etc.. . . . 3-3-64 Not ripe for diapoaal. 

13 Parket fountain pene, Hair cli,r:n VCQUI 
pcncila cut threat razon, n on buttoDl, 
silkt razor b1adca • . • • 24-10-63 31-8-6S 

I" Two motor can, pc:DCila, Ball point pena, 
and bladea 23-2-63 23-6-63 

IS Yale loeb, ball point pen and one car 26-2-6S 20-8-65 

16 Diamonds and Watchea 8-S-63 8-9-63 

17 PencillhlrpcDcn, lafety razon baU point rcAIla 
e1I:. • 29-5-63 29-9-63 

18 Scluon, pencib, ball point pen rcftlla pen-
cil IbIrpenen etc. 21-,-63 21-9-63 

I, Thermometers, ball point pens, yquard 
car 14-6-63 1,,-10-63 

3Q Imco Ci,. Lip .. a-3-63 z-7-63 



I 

21 

22 

23 

24 

25 

26 

n 

21 

29 

30 

31 

32 

33 

135 ~r 

3 .. 
I 

Nylon Buttotll, Pilet switches C~ 
Urhters etc. 21-5-63 21-9-63 

Nylon Buttons, pilet switches etc. 24-1-63 24-1l- 63 

Menthol c~rtal8, blades flints etc. Hindu.l-
tan Lan Master car • • . 1-1-63 1-:1-64 

Dynamobulbs, cycle bulbs, ftalh bulbs, 
cig. flints, ball point pens, Instrument 
boxes and 70'clock blades 11-4-64 Not ripe for diapoui. 

Lirhter flints 21-5-63 21-II-63 

Venus pencils, Itey chains etc. 14-6-63 14-12-63 

Menthol crystals, blades, Steadler instru-
ments, lignature nibs and flints 14-6-63 14-12-63 

Ball point refill" pencillharpeners, Nail 
clippers etc. .. 7-1-63 7-2-64 

Diamonds. 16-3-65 Not ripe for diapoeal. 

Flints, pens, ball points pens etc. 4-II-63 4-5-64 

Nylon buttons etc. 20-4-64 20-10-6. 

Am.bassador car, clinical thermometers, 
Scissors, Flint. BAd sa", . . UI-I-65 Not ripe far dilposal 

Opium 2S-5-65 Not ripe for dilpOld 

F.N.-partlculars in respect of aold, lilycr and jewellery which are to" leat .. , til 
the Mint and alao currency are !lot Included. 



APPENDIX V 
(Ref. Para 2.126 of Report) 
MINISTRY OF FINANCi 
(Departme~t of Revenge) 

Point on which the additionaZ information is required-

(a) How much of the arrears of & .. 112',08 lalths ,i8 due from 
Government Departments, Public Sector Undertakings and 
Private parties? 

(b) ;Wlult is the total amount due qn account of the clet;!.rance 
of goods under the Note Pass system? 

(c) In how many cases during the year from 1st November. 
1963 to 31st October, 1~ clearance of goods under the 
Note Pass system W8& permitted? 

(d) What is the total amount of duty foregone on account of 
th~ ~emptioJlS granted? 

(e) What is the year-wise break-up of the amount of Its. 39' 95-
lakhs outstanding far more than one year? 

(Para 25, page 18 of the Audit Report (Chtfl), 1965). 
InjoTm(ltton 

.: (~), Out of Rs. 112.08 lakhs penqillg reali:oation as on 31st Octo-
ber, 1964 cases totalling R9. ·34,86,09O'73P have since been closed 
after recovery, write-off, or withdrawal of demand with Audit con-
currence. The balance amount is due as indicated below: 

(i) Amount due from Government Deptts./ 
Undertakings etc. 

(ii) From private parties. 

TOTAL 

Rs. 5,11.138.53 
Rs. 72,10,904' 74 

Rs. 77,22,043'27 

(b) The exact details of the less charge amounts out of the pend-
ing balan~ of Rs. 5,11,138: 53 shown above as due from Government 
Departments/Undertakings on account of consignments passed under 
Note Pass System have not been received from all formations. The 
information is being collected and will be submitted as soon as it 
Is available. 

(c) 25,236. 

13. 
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(d) It has been ascertained from the Director (Revenue Oudlt) 
that this item in fact pertains to paragraph 27 and not to this para-
graph. 

(e) Year-wise brealt up of the amount p»tstanding for more 
than one year upto 31st 14a.rcll, 1~. . 

Year Amount. 

Rs. 
1955 14747.43 
1956 314860.81 
1957 59079.04 
1958 106863.48 
1959 200957.35 
1980 262184.57 
1961 388974.55 
1962 576174.53 
1Q63 470.00 

1924311.76*, 

*The amount outstanding in the Calcutta Custom. House wu 
Rs. 27,16,613. As on 1st April, 1965 this figure has been brought 
down to Rs. 830150 i.e. an amount of Rs. 18,88,461 had since been 
realised. This explains partly the difference between the original 
figure of B.s. 39,95-,035 and the present figure. 

NOTE.-(The above information relating to (c) to (e) exclude~ th~ 
figures of C.C.E. Madras,K"ndla and Baroda wnich are still 
due). . .,. 

D. P. ANAND, 
Joint Secretary to the Government of India. 

f. No. 27136165-~us. VI. 



APPENDIX VI 
(Ref. Para 2.135 of Report) 

No. 13/34/63-Cus.V 

GOVIIRNMBNT OF INDIA 

MINISTRY OF FINANCE 
(Department of Revenue) 

New Delhi, the 27!h March, 1983 

ORDER 

Whereas Central Government is satisfied that it is necessary ill 
the public interest (that is to say, for conservation of foreign ex-
change) to allow export of aluminium ingots manufactured by the 
Hindustan Aluminium Corpora¢ion, New Delhi for fabrication and 
re-import in the form of aluminium foil stock and that aluminfuDl 
foil stock on such re-import into India should not be subjected to 
the full import duty leviable thereon. 

Now, therefore, the Central Government, in exercise of the 
powers conferred by Jub-aection (2) of section 25 of the Customs 
Act, 1962 (52 of 1962) under the aforesaid circumstances of excep-
tional nature, hereby exempts all aluminium foil stock (manufac-
tured from aluminium ingots exported by the Hindustan Aluminium 
Corporation, New Delhi) when imported into India by the said Cor-
poration from so much of that portion of the import duty leviable 
thereon under the First Schedule to the Indian Tarit! Act, 1934 (32 
of 1934) which is relatable to the value of the aluminium ingot. 
from which the aluminium foil stock have been manufactured: 

Provided that the Assistant Collector of Customs is satisfied that 
the aluminium foil Mock in respect of which the above exemptiOl'l 
is claimed have been manufactured from the aluminium inlotl 
exported by the laid Corporation. • 

(Sci.) J. BANERJEB, 

Deputy SeC1"ettJrll to the Go1Jt. of India. 

1. 
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No. 13/34/63-Cus.V. 

MINISTRY OF FINANCE 
(Department of Revenue) 

New Delhi, the 27th March, 1963. 

ORDER 

Whereas the Central Government is satisfied that it is necessary 
in the. public interest (that is to say, for the conservation of foreign 
exchange) 'to allow export of aluminium ingots manufactured by 
the Hindustan Aluminium Corporao1;ioin, New belhi for fabt-ication 
and re-import in the form· of electrolytic aluminium rods and that 
aluminium electrolytic rods on such reimportation should not be 
subjected to full import duty leviable thereon; 

Now, therefore, the Central Government, in exercise of tl1e powers 
conferred by sub-section (2) of Section 25 of the Customs Act, 1962 
(52 of 1962), under the aforesaid circumstances of an exceptional 
n,ature, hereby exempts electrolytic aluminium rods (manufactured 
Crom aluminium ingots exported by the Hindustan Aluminium Cor-
poration, New Delhi), when imported into India by the said corpo-
ration for manufacture of aluminium conductors steel reinf6rced 
or all aluminium conductors, from so much of the import duo1;y levia-
ble thereon under the Indian Tariff Act, 1934 (32 of 1934) as is in 
excess of the duty of I!) per cent ad valorem leviable on surh rods 
after excluding the value of aluminium ingots from which rods have 
been manufactured. plus Rs. 360 per tonne: 

Provided thaot the Assistant Collector of Customs is satisfied 
that the electrolytic aluminium rods in respect of which 
the above exemption is claimed have been manufactured 

. from the aluminium ingots exported by the said Corpora-
tion. 

Provided also that the importer undertakes to place the entire 
quantities of such electrolytic aluminium rods imported 
into India at the disposal of the Central Government for 
allocation to actual users, 

2346(All)LS-IO. 

(Sd.) J. BANERJEE, 

Deputy Secretary. 



APPENDIX VI-A 
(Ref. Para 2.135 of Report) 
MINISTRY OF FINANCE 

(Department of Revenue and Insuranee) 

Additional information required by the P.A.C. 

P.tra 27-Exemption under Section 25 (2) of the Customs Act, 1962 . 

• • • • • 
(iii) Out of the amount of Rs. 78: {H lakhs of duty,exemption 

in case of .private parties in 1963-64, the details of the in-
stitutions or individuals to whom an exemption of more 
than Rs. 25,000 had been given. Similar particulars in 
respect of private parties which were given exemption of 
more than Rs. 25,000 each during the years 1964-65 and 
1965-66 (to date). 

REPLY 
The required information as reported by the Collectors is furnish-

ed in the statement annexed. 
D.? ANAND, 

Joint Secretary to the Government of India. 
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APPENDIX VII 
(Ref. Para 3.3 of Report) 

MINISTRY OF FINANCE 

(Department of Revenue) 

Statement giving Additional information required by the Public Ac
counts Committee in respect of Paragra.ph 30 of the Audit Re-
port (Civil) on Revenue Receiipts. 1965. 

Points on which a.dditional information is required by the Public 
Accounts Com.mittee:--4 

(a) Total number of ranges in all the Collectorates. 

(b) Total number of Internal Audit Parties actually function-
ing during the year 1963-64. 

(c) Total number of ranges visited by the internal audit w· 
ties during the year under review. 

(d) Total number of cases of under-assessments/over-assess-
ments detected by the internal audit parties and the. 
amount involved. 

(e) The amount of under-assessment" detected by the inter-
nal audit parties which has since been recovered. 

[Lok Sabha Sectt. O.M. No. 15/l/65-PAC dated 28-8-'65]. 

The information in respect of the above points is as follows:-

(8) 2323. 

(b) 30. 

(c) 936. 

(d) The number of cases of under-assessment detected by the 
In1ernal Audit Parties is 397. The amount involved in 
these cases is Rs. 15,56,473' 79 p. The number oJ cases of 
over-assessment detected is 90 and a sum of Rs. l,489:46p 
is involved in those cases. 

(e) Rs. 3,53,998' 54 p. has been realised so far. 

[Min. of Fln.(D.R.) F. No. 3/28/M-Adm.IV) 
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APPENDIX VIII 
(Ref. Para 3.7 of Report) 

Statement gwmg the information required by the Public Accounu 
Committee in respect of para 30 of the Audit Report (Civil) on 
Revenue Receipts, 1965, in it, meeting held on 16th October. 
1965. . 

Point in .respect of which information required:-

(i) Out of the total under assessment of Rs. 15,56,473'79 p. 
detected by the Internal Audit Parties during the year 
1963-64, what are the amounts (a) recovered (b) under-

, dispute, and (c) time-barred. 

(i;) Out of cases which are _ still pending for recovery a lilt 
of cases involving excise duty of more than Rs. 5,000 may 
be furnished giving reasons for delay in recovery. 

(iii) A statement showing the information for the years 1961-
62 ~nd 1962-63 in respect of points (a) to (e) of que9tion 
No. 12 of the list "forwarded with the Secretariat O.M. 
No. lSi1,65-PAC dated 28th August, 1965-may be furnished. 

[Item 13 (i) of the questionnaire received from P.A.C.]. 

Information 

Two&tatements which contain the required infQrmation are en-
closed herewfth. - .. 

[M.F. (D.R.) F. No. 3/28/63-Ad.IV] 
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----------_ ... _----_ .. 
Name of the CeDtnI BxciIe ColIectorate 

t. Goa' 

2. Naapur 

30 Baroda 

4- Delhi 
s. AUIbabad 
6. Hydaabad 

7. West Beopl 

8. POOIII 

9. SbilloDa 

10. Kanpur 

11. MIdra. 

Il.Cocbin 
13. Pondicherry 

14- Bombay 

16. Calcutta& Ori ... 

11. Mysore 

Total amount Amount ftCOV-
involved in ered from 
c::uee of under out of that 
IIICIIDleJlt mown in 
pointed out receding col. 
by the lAP upto 31-10-65 

duriDa 
1963-64 

:I 3 

20,950'00 

1,349'62 

30,800'79 

13,245'21 

113'00 

11,280' 34 

32 ,5'78'4 1 

3.834' 33 

._--_._-_._-_ .. -_ ... - .. __ . __ .... _-_._--_.-----_ ..... 

Amount in 
which re-
coveries have 

become time-
barred 

4 

1,613' 34 

STATBMENT I ._--------_ .. _--_.-
Uat of CIIeI in whlc:li recoverleB are 'till pending and 

in which amount involved i8 Rs. 5,000 or more. 
List of case. in which the recoveries are under dispute 

Nanie of the 8IIeIIee Amount involv- ReasON for delay in recovery 
ed 

5 

(1) 8hri Ha~ MUla Ltd., 
Ahmedabad. 

(2) 8mt. Vuumati CbIndraihankar 
of Ahmedabad lic:cmee of Pow- . 
crloom Cotton Plbrica. 
Smt. Savitaben Babubhai L4/ 
1/62. Powerioom. Cotton Fab-
ric:&, VIII). 

Shri MUDlrhuaeaiD Magnabhai 
PCP, L4fnf of Vuo. . 

6 

5,106'00 

39.3°7'00 

. 9,401 '00 

13,511'00 

7 

Ap~ by the pany before the Col. 
ector. 

The party has diaputed the demand & 
matter i. lyi'l with Assistant Col-
lector, ("..en. .x., Ahmedabad. 

00. 
with A.C.C.E., Nadiad. 

00. 
with A.C.C.E., Nadiad 

(1.) M/a.BenplPaper MilJaCo.Ltd. 1,19.102'03 The caac being puraucd by theA.C. 
Ranipnj. 

(I) MI •. JIIID Dyina aM Printiq. 2,14,679'00 The Ippeal il pending with Collect. 
or. 

Name of asse •• ec 

8 

(1) MI •. jyoti Ltd., Baroda .. 

(2) MI •• Dine.h Woollen Milia 
Ltd., Baroda. 

(3) Shri Shantilal C. Amin, 
14/4/62 of Vaao. 

peF 

W Shri Dalip Kumar A. Patel 
PLC L4/3/62 of V8IO. 

MIs. Madan Copper Corpn., Ghataila 

... _-------------.. --.---.---.-----~ ... --.-~ . __ ._--_ .. _._._-_ .. _-----

Amount involv-
ed. 

9 

30,650'00 

1,978'00 

16,111'00 

13,837'00 

Nature of the Dispute 

10 

The ~ has filed a writ petition in 
jarat High Court. 

00. 

Do . 

00. 

5.93,225' 35 The appeal 6Ied by the party 
baa been admitted and demand with-
drawn. 

.. --.--- .. _._._._---_ .. _---_._.-
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.t\2If~: .. 
(Re1i Para 3.9, of. ~r.t)( 

~iT.:B."5r, OF, i'JNAIiCE· 

(Department of Revenue) 

, 
4'. I 

Stp,t,errumt B~i:ng; ac;tiqn ~ on tlwl Re~ of PAC 

Text of the rec0mmend4tionB: 
The Committee are alarmed at the. extremely inadequate internal 

audi~ organisation exist~g in th~ Central F,::x;ciSE! Departmel)t as re-
vealed by the Report of the Central Ex~e R,e-ql:ganisation Com-
mittee and as admitted by the representative of the Central Board 
of Excise and Customs during evidence and also as disclosed by the 
varied nature of mistakes that escaped the scrutiny of the internal 
audit. The. Committee cannot view with equanimity under-
assessments to the extent of Rs. 45,47,549 and cases involving 
loss of revenue to the extent of Rs. 4,76,917 detected as a result of 
only a "test audit". the total under-assessment and losses being 
necessarily of a much higher order. The Committee appreciate that 
as compared to Custom Houses, the Central Excise ranges and cir-
cles are spread allover the country. At the same time, the present 
situation where even a basic minimum number of internal audit staff 
appears to be lacking, calls for expeditious acti<?n to strengthen the 
internal audit organisation as a whole. The Committee trust that 
Government would lose no time in strengthening internal audit or-
ganization in the Central Excise Department in the light of the re-
commendations of the Central Excise Re-organisation Committee, 
1963, so that· adequate safeguard are provided against leakages of 
public revenues. 

[So No. 39 of Appendix XVII of the 27th Report 1964-65] 

Action taken 

The Government have under consideration a scheme for the im-
plementation of the recommendations of the Central Excise Re-
organisation Committee in regard to the strengthening of the Inter-
nal Audit Organisation in the Central Excise Department. The main 
features of this scheme are that the Audit and Accounts staff fune-

151 
2346 (Aii) LS.-l2. 



lD~ 

Jng in the Collectorates and Custom Houses, will form a separate 
eadre under the technic$l control and guidance of an independent 
Directorate of Audit. Pending examinadon of the full implications 
of such a long term scheme in all its aspects, certain interim mea~ 
aures for the strengthening of the internal-audit organization in the 
Central Excise Department are under examination on an urgent 
basis. The measures envisaged are:-, 

(i) The amalgamation of the Regional Audit which looks 
after the auditing of accounts of factories producing ex-
cisable commodities which are under audit type of con-
trol and the internal Audit Department. 

(ii) The augmentation of the number of audit parties. 

(iii) The upgradation of the status of the Examiner from Supe-
rintendent of Central Excise to an Assistant Collector. 

(Sd.) B. N. BANERJI, 
Additional Secreta:ry. 

[F. No. 3/6/65-Ad.IV] 



APPENDIX X 
(Ref. Para 3.24 of Report) 

MINISTRY OF FINANCE 

(Department of Revenue) 

18. Page 23. Para 32 (it) .-Loss of revenu.e du.e to non issue of aupple-
mentary dem4nds. 

(a) In how many cases supplementary demands have since 
been raised and with what result? 

(b) Have similar cases of omission come to notice in other col-
lectorates also? ! 

Comment. 

(a) Supplementary demands have since been issued in all the 
cases. Subsequently, a policy decision has, however, been taken to 
withdraw all supplementary demands issued in respect of unpaid 
D.D.Is for tobacco. A copy of letter F. No. 20/6/63-CX.IV dated the 
9th September. 1965 is enclosed (Annexure) for infonnation in this 
connection. In view of this the question of enforcement of the sup-
plementary demands does not ariBe. 

(b) The answer il in the negati'f'e. 

(Approved by M (CX) > 
[11'. No. 15/14/65-CXIV] 

.. .. ; .. ,./ . I: 
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Copy of letter F. No. 20/6/63-CXIV dated the 9th September, 
1965, from Ministry of Finance (~tt. of Revenue) addressed to all 
Collectors of Cenltral Excise. 

SUBJECT: -Tobacco-Issue of suppLementary demands undeT Rule 
9-A of the Cen.tral' Excise Rules, 1944, whene~ thtm! i8 
enhancement of duty-Discontinuance 01-

The scope of Rule 9-A, of the Central Excise Rules. 1944, with 
particular reference to the legality of the issue of supplementary 
demands in respect of unmanufactured tobacco assessed to duty 
on D. D. l's at the curer's premises, which remain unpaid at the time 
of enhancement in the rate of dUty, has been engaging the attention 
01 the Govenunent Qf India for some time. 

2. The Government have been advised that Rule 9A, as it is 
worded, deals 'with goods "cleared" on payment of duty, and that 
there could be no "clearance" if the goods did not exist. In other 
words. supplementary demands could be raised only in cases where 
tlie unmanufactured tobacco has not been disposed of by the curer 
and is available for "clearance". It is true that Rule 9 provides that 
no excisable good'S can be removed from any plaee where they are 
produced, cured or manufaclured, except to a warehouse or a store 
room, unlesS duty on the same has been paid. If, therefore, there 
is'breach of this rule by consumption or disposal of the goods, with-
out payment of the excise duty, the remedy would appear to be 
the penal action provided for the breach of that rule. In this view, 
it will not be legally in order to issue supplementary demands with-
ou·t ensuring that the tobacco was still lying with the curer. It 
appears that supplementary demands were issued hitherto without 
physical verification that the tobacco was still existing with the 
curers when these demands were served. There is also J)OW no means 
of ascertaining whether the tobacco was available with the curers 
at the time when the supplementary deII?-ands were issued. In these 
circumstances. the Government have decided that all supplementary 
demands issued as a result of successive enhancements in the rate of 
duty without physical verification that tobacco was still existing with 
the curers when the demands were served and which M-e now pen-

. ding realli;ation, should be withdrawn. In other words, recovery 



lSi 
of duty should be made only at the rate at which the initial us __ 
ments were made at curer's premises. 

3. The Government of 1ndUi., however, teallse thBt it will not 
be practicable for the Central Excise OftI.cers to verify the avalllil-
billty of stocks in the curer's pnemisesfor ialuing supplementary 
demands in the event of enhancement in the rate of duty. Accord-
ingly, it is proposed to amend Rule ~A suitably and you will be 
informe(i of the action taken in due course. 

4. Immediate steps should be taken to review pending cases in 
yaur Collectorate and take appropriate action in the li,bt.o1 "the 
Jnstrw!tions now· issued. A report showing the number oflupple-
mentary demands withdrawn, togetberwith 4be amount ofdutv in-
volved, should be furnished 10,. to reach the Government by the 
1st November, 1965. • . ..... .:,,Ji,;. 



APPENDIX XI 
(Ref. Para 3.38 Report) 

MINISTRY OF FINANCE 

(Department of Revenue) 

Para 34 (ii)-Non-levy of cdditional ezeiBe duty on ;ute batching oil. 
A note 9tatlng particulars of all notifications giving retrospective 

effect to exemption of excise duty, and commodities and amounts 
of duty involved may be furnished. 

REPLY 
The required Information 11 given in the statement enclosed here-

with. 
[F. No. 36/37/65-CX.I] 

158 



S. Notification No. IDd 
No. -date 

I :a 3 

.z J4163-C.B., dt. I6-~3 ConoA YIrIl 

~ 106163-C.B., dt. 9-6-63 Cotton Yam 
II amended by 55163-
C.B. dt. 23-3-63 

3 143/63-C.B., dt. 31-8-63. lute Productl 

157 

Amowit of duty involved 

AI thi. aotificatiOD w.. iasued 
with a view to provide ltatu-
tory bIckiDa to the aec:utive 
iDatructiODI i,sued by thl 
Central Board of Rnenue on 
17-8-63 IDd II the ColIec:tora 
of Central Bxcise bad takea 
necessary lICtion on the autho-
rity of those iDBtructiOIlI it WIt 
DOt COIlIidercd neceuary to 
ucertlin the lIIDount of revenue 
Involved In .. retIOI 
tlve eft"ec:t to ":.r~tion IN: 
24163-C.B. dt. 16-3-63. 

The intention all along beiDa 
not to charae any Centtil 
Excise duty on the yam c0n-
tents of rags and chindiea with 
eft"ect from the date of imposi-
tion of duty on cotton yam, it 
WII ~y by way of abundant 
precaution and to remove 
legal doubts that notification 
No. 106/6:z-C.E./ dt. 9-6-6:z WII 
issued. At the UlStanoe of the 
ludit authorities retrospective 
effect to the abow notification 
wa. also accorded under Noti-
fication No. SSI63-C.E'1 dt. 
:Z3-3-63. The amount 01 re-
venue involved in giving re-
trospective effect was not, thcro-
fore, ascertained. 

The intention all alons being not 
to recover Central Excise duty 
on jute twine or jute rope made 
bf. hand under Item No. :Z:z-A 
(i\) of the Central Excise Tariff 
and with a view to meet with 
an audit objectlon apinat 
grant of that conceaaloA with-
out statutoff b8ckin, notifica-
tion No. I43163-CE,dt. 31-8-63 
WII given retrospective effect 
Cram the date of imposition 
of Central Excise duty on jute 
manufactures. The amount of 
revenue involved in livin, 
retroaDeCtive eft"ec:t WII DOt. 
therefore, ascertained. 



1 2 

4 IS7/63-C,B., dt. "1-9-6, 
S I!f6.t"C.a. ~t.4~4-64 
6 B4I6s-C.B., dt. 4-4-64 

9 B7/6S-C.B •• dt. S-6-6S 

158 

3 
C' 

Cotton fabrics 

. Cotton fabrica 

10 Io1/6'-C.'E., dt.17-i-6s. Cotton yam 

4 

:About RI. 4001- per ·annum. 
., TbeIe notiflcadona being ot 

J regulatory nature anti havlna 
been IssUed at the instanae Of 
the Comptroller and Auditor 
General of lDdia the amouat of 
reveAlle involved.·... I1CIIt RI-

. CerWned. 

Under lOlli-standing instructions 
. tyrea for tractors were beiDa 

U8CSsed to Central Excise dllty 
at concessional rate. Such 
assessment having been con-
tended by audit authorities to 
be improper particularly after 
levy of Central Excise duty 
on motor vehicles with effect 
from 1-3-60 and since a change 
in those instructions was not 
intended to be made it became 
ncceSIIIIry to !give retrospective 
effect to '1lOtification No. 621 
65-C.E. from the laid 
date. The amount involved 
was not, therefore, ascer-
tained. 

Issue of notification No. 79165-
C.B. in supersession of an 
earlier notification regulatiol. 
exemption from additional ex-
cise duty in respect of hand-
loom fabrics was of a regulatory 
nature necessitated by 1965 
Budget Changes. Retrospec-
tive effect from 28-2-6S 
had therefore to be given and 
the amount of revenue involved 
was not ucertained. 

Decision ·to ~td rot-proofed 
fabrics the . lame treatment aa 
water proofed fabrics with effect 
from I-3-6S was taken by the 
Govt. of India while flnaliling 
a revision application case. 
Implementation of this deci-
lion having however taken 
sometime it became necessary 
to ~ve retrospective effect to 
notification No. 87/6S-CE. The 
amount of revenue involved 
was not, therefore, IIICCfw 
tained. 

Thia notification having bem 
issued by way of rectlfication of 

-ominion-"thar ·hBd-"t1Ib!n .pfIrce 
while making certain chsnaea 
on 17-4-64, retrospective e1fea 
was of technical nature. 



I 3 

C'*IcJD ,... 
'Do. 
Do. 
Do. 
Do. 
Do. 

Cotton yam 

18 72/63-C',B.} dt. rS-S';63 ", Special Bolling Point 
amerilie(1by 146/63-CB. Spirit. 
dt. 31-8-63. 

, 19 7~/63-CE, dt. r8-S'-63 . Raw Naphtha. 

'20 1"/64-CE~. dt IS-2-64 as ]utcBatching oil. 
'Ilinerldedby 188/64-CB, 
dt. 26-12·64. 

SI :t7/6z-CE, dt. 24-4~6z as Power Alcohol. 
amended bynl(63-'e:B. 
dt. 20-7-63. 

22 27/62-CE •• dt. 24-4-62 II Power Alcohol. 
amended by 74/64-CE. 
dt. SI-3~4' 

23 124/64-CE, dt., 4;;'1-64. 

'4 '162/6r-CE. dt. 20-4.;61 
at aaeodedby !33/61-

, ~'dt. j.5~I. 

Benzene & Toluene. 

Iteroeene fhterk!r . 

-
T1ae ~ODI'NlUlate· the 

duty' u.b!Utylin ftl8pect or 
certain '.pec:ial' typeI.of cotton 
fabrb'\1\4aicb ,bIid ,begun to 
be~. To the 
extent retrospective effect W8I 
given it may have meant ()()I)o 
eeI.ton to thoae ftuD Wbom 
:4utyhappcmd Jto be'. recoveIC4' 
at a rate higher than what W8I 
prescribed but it may also 
have 'meaat recovery of 'duty 
from those who were not beiDa, 
IUbje¢ted toey duq. Ou 
the wbole, ~ote, retrol-
pective effect W88 expected to 
be in the intcrelt of revenue. 

Thil notification W8I ilNed with • 
view to provide statutory ~ 
ing to executive inatructiona 
that had been issued on I2-S-64 
The amount of revenue invol-
ved in giving retrospective 
effect W8I not ascertained. 

The amount of revenue involved 
W8I not ucertained as the loa 
W8I notional. 

Do. 

Do. 

RI. 44,,6,000 CApprox.) 

RI. 87.000 CApprox.) 

RI. 12,800 (Approx.) 

'The ~pectlve effect WIll ai\'eJ1 
only in respect (If change in 
fiame height criterion of. 
mineral oil which W8I regarded 
as 'KeroaCDe Inferior' and 
a.aealed to duty as IUcb. 
Hense no revenue lou was in-
volved. 
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J • 3 

..3, J94I62-CB 41.17-11-63 Ile8Ded Diad on 
u amended by 8/64- bown u Aroma 
CB lit. 1-2-64 81 or Ioma. 

Since the retrospec:ti'le dect w .. 
giftn from the dates of exiating 
exemption notificationa no 

87/63..cs u ameDded 
by 7/64-CB dt.J~-J964 

Idditional ~e 1011 was 
involved; retroJpective diet 
WIt oh tcchnicl1 nature • 

. ~ 7~CB dt. 1-,-6, Copper 81 Copper The Revenue implications of this 
( 'vc from 28-2-6,> Alloy. exemption are notional nther 

than NlIl. 

~7 107/64-CB ilL 9-5-64 Soap 

:as 130/64-CB dL 2'-7-641 Lubrlcatina JNUet 

'S9 I61,,-CB dt. 2-10-6s Ll1bricating Oils. 

50 Is8/6,-CB dt. 2-10-6, Petroleum Wa:ce. 

31 I46/61-CB dt, 1-7-61 Refriaa'aton 

32 Il9/62-CB dt. 13-6-62 Iron & Steel 

33 2%4/6:a-CH dt. 29-12-62 ptywood 

RI. 9. thousand approzimately. 

Item r rA a. introduced by th • 
Pinance Act. 1962 was inter-
preted to imply that Iubricatina 
greuea produced by blender. 
eftn out of minen1 oila that 
hue paid duty UDder the 1IIUll8 
Item would be apin liable to 
exc:ile duty. ,.. It _. ho-.er 
not the intention to recover duty 
en a product twice over, under 
the .ame item, greases manufac-
tured out of duty paid minen! 
oils were ezempted !rom duty ouu notification 1I/63-CE dt. 
19-1-63. Any exempdon noti-
fication normally takes effect from 
the date of Issue. Since the 
rationable behind the exemption 
applied equally to lubricating 
greues produced during the 
period 24-4-62 and the date of 
the notification i.t. (r~s-63) 
it was dedded also to give ret-
rospective effect from 24-4-62-
vidtI notification No. 130t64-CE 
dt. 2S-7-64. The exemption 
therefore has no revenue implica-
tion. 

The case of lubricating oils Is 
similar to that of lubricatins 
greases mentioned above. 

No revenue implication is involved 
since the additional exdse duty 
levied at the .pec:ific: instance of 
the Ministry of P & C was not 
leviable on petroleum waxes as 
lubaequently clarified by that 
Ministry and hence the notifica-
tion was aiven retrospective e1fect. 

Re. 2,200 (Approximate) 

Ra. SS,ooo (Approzimate) 

Nil. 
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42 

43 

44 
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:r65163-CB dt. 28-9-63 
& co'I66/63-CE de. 
28-9-63· 

193/63-CB dt. I6-n-63 

n/64-CB dt. x-a-64 

13164-CB dt. 8-:.-64 
I7/64-CB de. aa-a-64 
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3 

CuboD-4iozide Gael The mulmum revenue foregone 
can be estimated at 18·68 IakhI 
baaed on the Ulumption that CO. 
WIS invariably UIed In the 
manufacture of IOda bkarboDate. 

BJectric Batteriel 

Gases CO. 

Hydrochloric 6: 
Chlorine. 

PrlatdafJe. 
Gates-AmmoDla 

TheIe beina rei trictiYe nodftc:atiolll 
ba.e DO !'eft DUe implic:atiolll. 

Negligible. 

Piiurea for about 6 month' of 1§I6a 
(:a.--"~2 to 31-10-(2) which are 
available are II followl :-

Hydro,chloric acid : 
Chlorine PI : 

RI. 10,000 (Appl'OJimm) 

NO. 

16II6,,-CB dt. :a.--Io-64 Radiograms. Nil. 

175164-CB dt. aI-u-64 Sulphuric Acid. 

21/65-CB dt. 27-2-65 Refrigeraton. 

106165-CE dt. 10-7-65 IroD & Sted 

I70/6S-CE dt. 23-10-65 Acidl. 

IS4/61-CE dt. 15-7-61 Sugar other than 
K.handsari and 
Palmyra. 

Nil. 

RI. II· 5 Iakha (Approximate) 

Nil. The Dotification merely pve-
legal cover to the then exi.ti~ 
practice. 

do. 

Nil. (By virtue of the notification 
manufacturen of sugar were 
permitted to defer payment of 
25% of A.B.D. on sugar for abour 
three months from the date of 
clearance. The deferred duty 
was recoverable with interest at 
the rate of 6 % and iu realisatioD 
was ensured by an adequate boDd 
backed by Bank Guarantee). 



APPENDIX XU 
(Ref. "Para 3.130 of lteport) 
MINISTRY· OF -PINANCE 

(Department of Revenue) 

Para 40 (d) and (e)-LoBS of revenue owing to m~fication. 
. U9th Oetobe-r. ,1966-Fore-noon). 

17. What were the reasons for adopting three . di1ferent .~iteria 
for assessment in three' different cases, i.e. even though in all these 
cases, the chemicalexammer's report was-received and the ·Depart-
ment!s ded8ioos \WfteGased on that report, yet in one case it was 
retrospective, in the second case it was from the date of the receipt 
of the report and,in the third case it was prospective i.e. aftert a 
few months from othe date of receipt oftbe report. 

REPLY· 

The cases of assessment involved relate to (i) Brown pulp board 
(ii) White pulp board super calender water finished and (ill) White 
maplitho paper super glazed. The circumstances in which three 
different criteria for assessment were adopted in these cases are re-
ported to be as under: 

(i) Brown pu.lp board 

Pulp board beini assessed at 35 paise per kg. before 1962 was 
of ordinary variety. From -April, 1962 the factory commenced pro-
duction of a special type of brown pulp board which on chemical 
test was reported in November. 1962 to be a specially treated paper 
board liable -to assessment under the iotem "board not otherwise spe-
cified" at 50 paise per kg. On the ibasis of the chemical examiner's 
views the Deputy Superintendent of Central Excise in.;Charge of 
the factory raised a demand on 12th November, 1962 amounting to 
Rs. 56,056: 60 being the differential duty for the period within the 
limitation of 3 months under rule 10 of the Central Excise Rules, 
1944. Subsequently, two other demands amounting to Rs. 29,210.70 
for the period April, 1962 to June, 1962, and Rs. 9,938.10 for July 
1962 were also raised on 30th November, 1962 and 1st December, 
1962 respectively. The demands that were time-barred have beeu 
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adjusted against the sanctioned refund bills. It w.Ul thus be seen 
that the retr05peCtive nature- of, ~ was restricted upto April. 
1962, which was "When, manufacture of thia. particular variety of 
brown pulp board was commenced by the factory. 

(it) White pulp board su.per calender 'Walter-finished.. 

A doubt arose regarding the correct classification of white pulp 
board super' calendered water...ftnished, which was so far being asses-
sed as ordinary pulp board on 2191: March, 1963. A sample of' the 
paper board was drawn for chemical test on 22nd March, 1963 and 
on receipt of the teet result the Deputy Superintendent in-charge of 
the factory served demand notice an 15th May, 1963 for B.s. 1096.04 
in respect of clearances made on 21st March, 1963 when the assess--
ment dispute arose. Orders classifying the board as "Board-NOS" 
assessable at 50 paise per kg. were passed by the Assistant Collector 
concerned on 25th May, 1963 to be given effect from 21st March, 
1963 (the date on which the dispute regarding assessment arose). 

(iii)' White mapUtho paper super glazed. 

This variety of paper was originally classified as printing and 
'writing paper. On the basis of the chemical examiner's opinion of 
August, '1962, the Assistant Collector concerned ordered 1n Septem-
ber, 1962 re-classification of the paper as 'imitation art paper' assess-
able at 50 paise per kg. A demand notice was accordingly issued on 
20th September, 1962 in respect of clearances made within the period 
of limitation m l months i.e. 21st June, 1962 to 20th September, 
1962. No demand in respect of time-barred assessment was raised 
since such r~vised assessment at·tracting higher rate of duty could 
not 'be made retrospectively. 

2. It will thus be seen that the reasons for different practices 
adopted in applying the revised assessment in the three cases men-
tioned above are due to the fact that different officers took decisions 
at different times. While in respect of the cases at (ii) and (iii) 
above, formal orders changing the existing classification were issued: 
by the jurisdictional Assistan<t Collector of Central EXCise, no such 
orders were issued in the case of (i) above i.e. 'Brown pulp board' 
where the factory officer concerned raised demands for differential 
duty with retrospective effect from April 1962 in respect of all pas-
sed clearances ,beginning from the date of factory commenced pro-
duction of the particular variety of pulp-board. 

[F. No. 24/12/65-CX.VI] 



APPENDIXXDI 
(Ref. Para 3.160 of Report) 
MINISTRY OF FINANCE 

(Department Gl Revenue) 

Para 41 (iv) -Loss of revenu.e due to clearance of yam in non.standor 
ard ha.nks. 

18. A statement may be furnished showing in how many units-
excise duty on the strict inter pretation of hank before 16th August, 
1962 has been charged and in how many mills concessional rate has 
been charged. 

REPLY 
The total number of units producing and clearing cotton yarn in 

the form of 'hank' is 408. The number of those units where h.anks 
produced and cleared contained more than 840 yards, and conces-
sional rates of duty were denied on the strict interpretation of the 
term 'hank', was only 6. In rest of the 402 units either the hanks 
produced and cleared did not contain more than 840 yards and 
therefore the question of interpreting the tenn 'hank' one way o~ 

the other did not arise, or the concessional rates of duty were applied 
irrespective of the length of yarn contained in hanka. 

[11'. No. 1/22/fK..C%.Il (Pt.) 1 

1M 



APPENDIX XIV 
(Ref .. Para 3.215 of Report) 

MINISTRY OF FINANCE 

(Department of Revenue) 

Para 48.-Fi:cation of tariff values at less than whole-sale prices. 

(i) A note may be furnished 9I:ating the procedure as to how the 
tariff value of commodities is fixed by the department and how it 
Is revised with the rising prices. 

(Ii) A list of commodities which are covered under this system 
may be furnished. 

REPLY 
"c .... 

(1) A note explaining the procedure is enclosed. (Annexure n· 
(ii) Neces~ infonnation has been furnished in the enclosed 

.tatement (Annexure II). 

[F. No. 36/41165-CXI} 



Under sub-sectlon (2) of Section. 3 of th~ Central Excises and 
Salt Act, 1944, the Central Government is authorised to fix for the 
purpose of levying th~ ~ duty, tuitn vwes of any articles enu-
merated, either specificany or under gen.eral headings. in the Fir.t 
Schedule as chargeable with duty ad tXIlorem and may alter any 
such tal'!iff valu~ I 

2. With a view to eliminate day-to-day disputes that might arise 
in the matter of detennination of value, while malQng ~~ent 
of excise duty, tariff values have been notified for certain excisabkt 
goods, e.g., Motor Vehicles, Internal Combustion Engines, Electric 
Motors etc. The main features of any tariff value system are the 
following: -

(1) Tariff Values are normally evolved by taking into account 
the overall production and/or clearance and pr,ices of 
goods, and the All India weighted average price is arriv-
ed at as far ~s possible; 

(ii) The above ensures realisation of the normal revenue ex-
pectatiOns. lot may be that, in such a process, some manu-
facturers selling goods at a price a little higher than the 
tariff value may pay the same'duty as those who sell the 
goods at a lower price. Similarly some manufacturers 
may have to pay duty a little higher than actually payable 
on the basis of the real value. The object is that the 
Government do not lose; 

(iii) It is not normally possible to revise tariff values with 
every change in prices announced by individual manufac-

'turers, but these are normally reviewed once a year. 
During such review. the price fluctuations since the last. 
fixation of tariff values are taken into account and tariff 
values are revised accordingly. Where there is an in-
crease in prices, the tariff values are increased; conversely 
where there is a decrease in prices, tariff values are de-
creased. The effect of any such increase Or decrease in 
price will, by and large be reflected in the revised tariff 
values; and' 
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(iv) In cases of violent and appreciable fluctuations in prieM 

affecting the industry and trade on the one hand and the 
Government on the other, efforts are made to review the 
tariff values even at less frequent intervals. 

3. 11 is only a matter of administrative good sense rather than 
of law that tariff values are worked out to correspond on an average, 
and that too, on a rough and ready determination, to something 
approximating to what would have been "real values" over n past 
period. 

3346 (ali) LS-13 



ANNEXURE II 

POINT (li) 

Lilt 0/ CDIfIIIIO(liri,s for which Tariff values hav' be,,, /iS1il 

S. NIDle of commodity 
No. 

1 Mineral Colza Oil 
~ Liquid Petroleum Gas 
3 Sulphuric Acid 

<4 Carbon dioxide 

Tariff 
Item 

II-A 
II-A 
I4-G 

• 14-H 

S Cellophane IS-B 

(&") Plain Transparent Cellophane ; 
(n) Coloured Cellophane ; 

. (itt) Moisture Proof Plain Cellophane; 
(iv) Moisture Proof Coloured Cello-

phane. 

, Woollen yarn all &orts (except sh;>:1iy [~-B 
yarn) 

7 Woollen fabrics produced l;ly a factory ~I 
other than a composite mill. 

I Iaternal combustion engines 88 2~(ii) 
operate with diesel oil. 

Notification No. 

161/65-C.E., dt. 1-IO-196S. 
169/64-C.E., dt. I-II-1964 
I6S/6S-C.E., dt. 16-10-1965 

S/6S-C.E., dt. 16-1-1965. 

137/63-C.E., dt. 17-8-63, as 
amended by 77/64-C.E., dt. 
~8-3-64· 

39/64-C.E., dt. 1-3-64. 

156/6z-C.E., dt. 8-8-6z. as 
amended by 89/63-C.E.. dt. 
1-6-53, 66/64-C.E., dt. 7-3-64. 
and 2o/6S-C.E., dt. 27-2-65. 

18261-C.E .• dt. 1-12-61, as 
amended by 12/62-C.E., dt. 
3-3-62. 

, Electric Motors squirrel cage/8lipring, 30(1)(2) 88/64-C.E., dt. n-4-64 a8 amend-
single or split phase. ed by 98/6S-C.B., dt. 3-7-65 . 

• 
10 (0 Rubber, PVC/polythene insulated 33B (0 184/64-C.E., dt. 19-12-64. 

cablel and flexible cord. and PVC 
inlUlated automobile cables. 

(i,) Telecommunication cables 33B(i) 82/64-C.B., dt. 4-4-64. 
(iii) Winding wire made of copper 33B(,) 126/6S-C.R., dt. 16-10-I96s. 

UId insulated either with enamel 
or cotton or paper or both cotton 
UId paper covered but not ena-
melled. 

(ifJ) Bare copper wires upto 14 SWG 338(ii) I40/6S-C.R., dt. 2S-8.6S. 
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APPENDIX XV 
(Ref. Para 3.228 of Report) 

MINISTRY OF FINANCE 

(Department of Revenue) 

Page 44, Para 50-Non-levy of overtime fees. 

(a) Has the position of the recoveries in respect of the overtime 
fees been reviewed by the Department? 

(b) If so, what is the result thereof? 

COMMENTS 

In so far as sub-para (ii) of para 50 is concerned, the position of 
short recoveries of Overtime fees has been reviewed in all the cement 
factories for the entire period including the period covered by Audit 
Report. The a~ount of Overtime fees short levied (Rs. 16,947.25) 

[Approved by M(CX)] 
[F. No. 15/13/65-CXIV] 



APPENDIX XVI 

(Ref. Para 3.250 of J;teport) 

MINISTRY OF COMMERCE 

Para 52-Delay in implementing an Act passed by Parliament. 

"16. (1) A note may be furnished stating whether any representa-
tion was received from the textile industry objecting 
to the melhod of payment of additional excise duty. 

(if) It may be stated whether any enquiry was made by the 
Ministry to find out or assess the reactions of the Mill-
owners to the scheme envisaged in the Act before it was: 
given legal shape. 

(iii) A note may be furnished stating the reasons for not fram-
ing the rules after the Act was passed." 

Early in 1956, the policy and programme for the expansion of the' 
cotton textile industry during the Second Five Year Plan period 
were taken up for consideration. Keeping in view the various re-
levant factors, proposals for the expansions of the industry were 
drawn up. 

2. On the basis of a target per capita consumption of 18:5 yards, 
Internal consumption was estimated at 7,400 million yards and another 
1000 million yards were provided for export, making a total require-
ment of 8,400 million yards. The production level towards the end 
of the First Plan period was about 6,700 million yards in the mill 
sector and the decenotralised sector taken together. This left a gap 
of 1,700 million yards. which was allocated to the mill sector and. 
the decentralised sector for production during the Second Plan 
periodJ. I 
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3. A production programme of 350 million yds .. out of the 1,700 

million yds. was allocated to the mill sector. With a view to achiev-
ing the export target of 1000 million yds., it was decided that the 
entire production of 350 million yds. should be for purposes of export, 
the then prevailing level of export being round about 700 million 
yards. While 14,600 automatic looms could produce the entire quan-
tity of 350 million yards, at the production rate of about 24,000 yards 
per automatic loom ~r annum, 100 per cent of the production would 
not have been fit f.or export. It was necessary to take into account a 
certain portion of the production being unfit for export and it was, 
therefore, decided to allow the installation of 18,000 automatic looms 
to ensure exportable production of 350 million yards. 

4. It was intended that in pursuance of the above proposal, an-
nual export quotas would be fixed in respect of cotton textile mills 
which were allotted automatic looms and to levy an additional excise 
duty at a rate of 2 ann as per yd. on such quantities of cloth as were 
short-exported and diverted to internal market. 

5. Before these proposals were framed and finalised, they were 
discussed with the representatives of file Export Pl;'omotion Council 
and Mill-owners of Bombay and Ahmedabad at a meeting held on 
5th April,. 1956. The scheme for the allocation of automatic looms 
for production of cloth for export was explained in detail. All 
present at the meeting agreed that in allocating the automatic looms 
to the mills, a guarantee from the individual mills about exports 
should be taken and that guarantee should cover: 

(a) the entire production of cloth on the additional automatic 
looms; 

(b) a quantity equivalent to a fixed percentage of average ex-
port in the past. 

As regards measures to be taken against mills not conforming to 
their guaranteed export quotas, the representatives of the industry 
agreed that some sanction was necessary. 

It was suggested at the meeting that this could take the form 
of penalty regulated according to the quantity of cloth: It may be 
a cash payment or it may be a penal excise duty. The amount and 
modus opera.ndi of levying the penalty was left to Government. 

6. After the scheme as mentioned above had been approved by 
the Government, detaUed ~cussions were again held with 
the various Millowners' associations. The views expressed at 
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these meetings in' respect of the export quotas and the collection of 
additional excise duty on any shortfall are indicated below: 

Date of 
meeting 

26.6·56 

Millowners 
Association 
with which 

meeting held 

Millowners 
Association, 
Bombay. 

MiUowners 
Association, 
Ahm~dabad, & 
Saurashra 
Millo Nners, 
Ass,)ciation 

UpPer India 
Chambers of 
Commerce & 
Millowncrs 
of Delhi 

Southern India 
Millowners 
Associotion, 
Ccimbatore 

Bengal 
Millowners' 
Association, 
CalCUtta 

Views expressed 

The General Principles on which the 
scheme was based were accepted. But cer-
tain modifications in respect of the details 
of the scheme were suggested. Some 
members expressed donbts about the ulti-
mate success of the scheme as envisaged by 
Govt. They thought strings attached 
to the scheme such as the high penal 
excise duty would discourage mills from 
accePting alloCtltion,s of . utomatic looms. 
Finally, the Chairman of the Millownen 
Association requested for adequate time to 
consider the proposition. 

The Ahmedabad Associations generally 
agreed to the scheme and were prepared 
to leave the matter to the Government. 
However the Saurasetra Millowners, Asso-
ciation suggested that the excise duty 
should be of un ad valorem nature, as levy 
at a flat srecifi rate may not be equitable. 
It also suggested certain other modifica-
tions of detail. ~ 

The SC:lemc was accepted in principle. 
Certain modifications of detail were sug-
gested. 

While the sch~m<.: was accepted in princi-
ple, the penal levy was considered to be 
extremely high. Modifications were sug-
gested in respect of certain other details of 
the scheme also. 

Do. 

7. After consultations with the industry as mentioned above, the 
Government decide:l that production of cloth nn new automatic 
looms at the rate of 17,000 yds. per automatic 100m per annum in case 
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of mills producing fine and superfine cloth and 21,001) yds. per auto-
matic 100m per annum in case of mills producing coarse and medium 
cloth and 8"% of ·past export during any of the 3 basic years (19153, 
1954 and 1955) should be included in the export quotas of the mills 
to which automatic looms were allocated. The Government then 
proceeded to undertake necessary legislation to acquire statutory 
powers to levy and collect graduated excise duty of up to 12 naye 
paise per square yard on short-falls in export quotas. Thus the 
Cotton Fabrics (Additional Excise Duty) Bill was introduced in the 
Parliament in August, 1957 and was enacted into an Act in Septem-
ber, 1957. Because actual installation of automatic looms was ex-
pected to take about a year, requisite licenSing under the Industries 
(Development & Regulation) Act was taken up straightaway towards 
the. end of November, 1956. In the letter of allotment of automatic 
looms, it was mentioned that if in any year the actual export of cloth 
fell short of the quota mentioned in the allotment lettter, penal duty 
would be levied on the quantity short-exported and that the manner 
in which the extra duty would be imposed would be determined later, 
Allocations were continued to be made from time to time and pro-
gressively 16,272 automatic looms were allotted and wherever mills 
accepted the conditions of the letter of intent licences were ~sued 
under the Act. Licences were issued to 57 mills for a total of 8,448 
automatic looms~ ! 

8. The installation of the looms was, however, very slow. Up to 
January, 1959 only 112 automatic looms had been installed under the 
scheme; and it was clear from the progress of installations that the 
individual mills had not found the scheme attractive. 

9. The working of the scheme was reviewed by the Textile En-
quiry Committee which had been set up on 29th May, 1958 under the 
Chairmanship 01 the Textile CommiSSioner, with prominent indus-
trialists like Shri Padampat Singhania and Shri Krishnaraj M. D. 
Thakersey, besides others, as memb·ers. Representatives of the cotton 
textile industry had represented to the Commerce and Indus-try 
Minister in the middle of May, 1958 about the problems which the 
industry was then faCing. The Commerce and Industry Minister, 
therefore, considered it necessary to set up a Committee to consider 
these problems and suggest solutions. The Textile Enquiry Com-
mittee was accordingly set up on 29th May, 1958 to undertake a rapid 
study of the problems facing the industry with a view to diagnosing 
the causes thereof and to explore and suggest remedial measures. 
Among other things, the Committee was expected to devote special 
attention to the rated capacities and incidence of different elements 
in the production cost in different parts of the country, problems of 
finance, modt!rnisation of machinery, efficiency of management and 
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patterns of production. The Committee was a~so to specially st~dy 
the causes of the decline in export of cloth which. had occurred Just 
then and suggest appropriate measures to arrest the tendency and to 
promote and maintain exports. 

10. The Committee submitted its report in July, 1958. The report 
contained a chapter on "Export Promotion". The Committee obser-
ved therein that it had been represented to the Committee with great 
force that exports could not be maintained even at the then existing 
levels and would conotinue to fall unless cloth to be exported was 
produced on automatic looms. The Committee admitted the force 
of this contention, and reviewed the scheme for the installation of 
18,000 automatic looms in the context of the increasing competition in 
the international field and the difficulties through which the mill-
industry was then passing. The Committee observed that the res-
ponse to the scheme had been extremely inadequate and that it was 
anticipated that the scheme might not function effectively. The Com-
mittee recommended a revised scheme under which 3,000 automatic 
looms were to be licensed on condition that the entire production of 
such looms was exported. 

11. It has been asCertained from the Member-Secretary of t"e 
Committee that the industry had not submitted any written repre-
fC'ntation in respect of the penal excise duty incidental upon the 
licensing of automatic looms. The Member-Secretary has stated 
that, so far as he can remember the recommendations of the Com-
mittee mentioned above were made on the basis of the discussions 
among members of the Committee which included leading textile 
industrialists. 

12. This recommendation in respect of 3,000 automatic looms, along 
with various other recommendations, was considered by the Govern-
ment. The Government felt that the mills should bind themselves 
to the maintenance of a reasonable percentage of their previous ex-
ports also and accordingly decided that 50 per cent. of the exports 
in any of the calendar years 1954, 1955 or 1956 should be maintained 
in addition to the production from the new automatic looms. It was 
further decided. that these conditions were to be enforced by· a simple 
bond. The allocation of 3,000 automatic looms was undertaken GIl this 
basis. 

13. At this stage under the 18,000 automatic looms scheme only a 
very few looms had been installed by the licensees. Even up to 
January, 19~9 the total number of looms installed was only 112. But 
there were 10 addition some 20 cases where the mills concerned had 
taken preliminary steps towards the installation of the automatic 
looms. It was decided that the modified conditions of export, en-
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forceable by a SImple bond, should be made applicable to all these 
cases also. The present position with regard to the licences issued 
under the two schemes is indicated below:-

1. Valid licences 

2. Number of automatic looms 
licensed 

3· Number of automatic looms 
installed 

Under the 18000 Under the 3000 
Automatic Loom Automatic Loom 

Scheme (as Scheme 
Modified). 

18' 20 

2444 2822-

1960 1477 

14. When the decision was taken in November, 1958 not to pro-
ceed with the licensing scheme involving the penal excise duty, the 
provisions of the Cotton Fabrics (Additional Excise Duty) Act, 1957 
became unnecessary. Therefore the question of framing any rules 
under the Act was not pursued. 

15. Action is now being initiated for the repeal of the Act. 



APPENDIX xvn 
(Ref. Paras 3.263 of Reports) 

MINISTRY OF FINANCE 

(Department of Revenue) 

Para 53-Arrears of Union Excise Duties. 

A statement may be furnished showing (i) the total amount of 
Arrears as on 1st April, 1964 (giving breakup of the amount pending 
for more than one year and that for more than one month but not 
more than one year), (ii) the changes that occurred during the period 
1st April, 1964 to 1st April, ~965 and (iii) the outstandings as on 1st 
April, 1965~ I 

The required information is furnished below :-

(i) Total Amount of Arrears 
as on 1.4.1964 

(ii) Changes that occurred 
during the period frotn 
1.4.64 to 1.4.65 

(iii) Total detnands outstan-
ding as on I. 4.1965 

(In lakhs of rupees) 

Pending for Pending for more Total 
more than than one month 

one year or but less than one 
tnore year 

368 234 602 

90 418 50S 

458 652 1110 
(Provisional) 

(P. No. 36/38/65 EX-I) 
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APPENDIX xvm 
(Ref. Para 3.267 of Report) 

MINISTRY OF FINANCE 
(Department of Revenue) 

Pera 53-Arrea"B of Union Excise Duties. 

(A) The total arrears under 'unmanufactured tobacco' have gone 
up from Rs. 236:60 lakhs to Rs. 284:25 lakhs: 

(a) How much of the arrears is due to: 

(i) procedural delays in enforcing certificates of recovery; 
(ii) bad financial condition of the tax-payer; 
(iii) . the assessees being untraceable. 
(iv) other reasons~ 

(b) Has the Ministry examined whether any part of Rs. 284:25 
lakhs has become irrecoverable? If so, what steps are being 
taken to write them off? 

(c) Is there any case where more than Rs. 10,000 is due from 
any licensee? If so, the particulars may be given. 

(B) It was stated last year before the P.A.C. that Rs. 37 lakhs of 
demand due from the oil companies remained unadjusted. Are they 
still outstanding~ 

COMMENTS 

Part (A) .-Arrears under unmanufactured tobacco relate sub-
tantially to assessments made at curers' premises. The information 
required by the P.A.C. is to be collected in respect of all such curers 
who number some thousands through our innumerable fieldagen-
cies. It will, therefore, take some time before the complete infor-
mation is made available by field formations. Efforts are being made 
to collect the information as early as possible. 

Part (B) .-Out of the demand shown as due under this para, 
Rs. 3:77 lakhs only are pending settlement. 

(F. No. 36]7/65-CX-I). 
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APPENDIX XIX 
(Ref. Para 3,270 oj Report) 
MINISTRY OF FINANCE 

(Department of Revenue) 

Para 54 of Audit RepDTt (Civil) on Revenue Receipts, 1965-Unmanu-
factured Tobacco. 

A note showing a brief history of the cases referred to in the 
Audit para and the action taken may be furnished. 

REPLY 
The non-recovery of Rs. 23,973 on account of Central Excise duty 

and penalty due to alleged delayed action by the Department as 
mentioned in para 54 of the Audit Report relates to the three firms of 
Calcutta & Orissa Collectorate namely:-

1. MIS. Bachhubhai Dove & Co. Rs. 1,4995·12 
2. M/s. Natabar La! & Co. Rs. 5,233. 67 
3· Mis. Sarogi Bros. Ltd. Rs. 3,744·87 

Rs. 23,973. 66 

The position in respect of these cases is explained below:-

2. M]s. Bachhubhai Dove & Co. (Rs. 14.995.12). 

The amount in question was payable by the company on three 
accounts viz:-

(a) Rs. 10,312·37 Duty involved on tobacco surreptitiou 
removed. 

(b) Rs. 628'75 puty on tobacco on account 
warehousing period. 

of expiry of 

(c) Rs. 4,000'00 Panelty 
-----

Rs. 14t995·12 
The amount mentioned against (a) above was payable by the party 
as duty on the tobacco surreptitiously ,remo'\led from their ware-
house. This was detected on 13th March, 1954 and demand raised on 
27th Mar-ch, 1954. Since the. party wanted to pay the dues in instal-
merits, the warehouse was allowed to function under a double-lock 
system to ensu~e that the arrears were cleared.. The case was ad-
judicated on 23rd March, 1955 by the then Collector imposing a penal-
ty of Rs. 4,000 on the party. At the time of service of the adjudi-
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cation order dated 23rd March, 1955, it was fbund that the party~ 
was not traceable. The warehouse was ultimately forced open on'" 
1st July, 1955 and 52 bags of biri tobacco were found therein. The' 
tobacco in question was ultimately sold on 18th November, 1955 and 
only the duty involved on the detained toba.cco could be realised. A 
certificate case was instituted on 31st January, 1957 and that case waS 
struck off by the certificate officer on 8th February, 1958 since the 
party was not traceable. Certificate action again9t the surety had 
also been initiated on 11th April 1956 and it was contested by the 
surety. While the certificate officer decided in favour of the Depart-
ment, the Commissioner Presidency Division before whom the surety 
preferred an appeal, decided in favour of the surety on the ground, 
inter alia tha't certificate action under section 11 is not tenable again-
a surety in respect of a "Penalty" imposed. The Commissioner' 
Presidency Division also held that the certificate action was time. 
baned in terms of sub-section (2) of Section (40) of the Central 
Excises and Salt Act, 1944. In fact the said Section is intended to 
o~rate as a bar against the citizens and not against the Government. 
Usually proceedings against the sureties are intiated only after the 
remedies available against the prinCipals are, exhausted, and this step 
is inevitably the last. The views of Commissioner Presidency Divi-
sion on time bar under section 40 of Central Excises and Salt Act, 
1944 in the instant case could have been challenged in the next 
higher court but it was not so challenged as the certificate wa& 
initio wrong having been issued for recovery of penalty. The q~es
tion of recovery of duty to the extent of Rs. 2,000 from surety was 
also subsequently considered (action for such recovery can be taken 
upto 30 years) but it was found to be legally untenable. The amount 
of duty has since been written off as irrecoverable revenue. 

3. Mis Natabar Lal & Co. (Rs. 5,233.67) .-The amount due from 
this company is also on 3 counts, viz., . (a) Rs. 693~ 50 on account of 
storage loss, (b) Rs. 4,290: 17 on account of expiry of warehousing 
period and (c) Rs. 250 on account of penalty. For the recovery of the 
amount of duty adequate quantity of tobacco of the company was 
attached. Before any action could be taken to realise the dues by 
sale, the entire stock of tobacco was lifted to the Court in connec-
tion with a rent-suit filed by the landlord in the Small Causes Court. 
Calcutta. The case is still pending in appeal before the full bench, 
Small Causes Court. The certificate action initiated against the 
sureties is pending before the certificates officer. Although adequate 
quantity of tobacco had been detained for realisation of the amount 
of duty, no further action could be taken to realise the dues on 
account of the Court-case. Further, dues on account of tobacco 
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where warehousing period has expired are linked up with the dispo-
aal of tobacco; if the tobacco is ultimately destroyed there will be no 
tlemand of duty on such tobacco. 

~. Mis. S(l1'ogi Brothers Ltd. (R.!. 3,744' 87) .-The amount involved 
relates to the duty on loss of tobacco in storage detected at the time 
of annual stock-taking on 16th November, 1948. The licensee dis-
puted the stock-taking and for some time the matter was in corres-
pondence. Show-cause notice was finally issued on 24th May, 1951 
to which the party submitted his explanation on 29th May, 1951. The 
case was decided by the Collector on 5th May, 1952 condoning certain 
percentage of loss. A demand for duty on the balance was 
raised on 23rd May, 1952. The party, when pressed for payment of 
the dues, lodged a claim for refund of Rs. 22,000 on duty-paid tobacco 
exported and suggested that the dues may be adjusted against that 
claim. This was, however, turned down by the Collector on 16th 
June, 1955 as the party could not produce aU evidence of deposit of 
duty into treasuries in India and Pakistan. Certificate action was 
initiated on 29th July, 1955. The finn was registered under the Com-
pany's Act. All possible attempts were made to ascertain the where-
abouts of the firm and its assets from different sources, viz. Income-
tax Department, Registrar of Joint Stock Companies and Detective 
Department. The enquiries revealed that the finn operated under 
different fictitious addresses. The case is now pending for a deci-
sion whether it should be struck-off. 

5. It will be observed from the above that there was no delay in 
initiating action for recovery of the sums dUe as certificate action i" 
initiated against sureties after remedial measures against the obligors 
are taken. In so far as the case of Mis. Natabar Lal & Co. (Para 2 
above) is concerned, there is no 103s of revenue as the tobacco in rea.-
pect of which the dues have arisen is still in existence. 



APPENDIX XX 
(Ref. Para 3.273 of Report> 

MINISTRY OF FINANCE 
(Department of Revenue) 

POINTS 

Para 56·-Frauds and evasions 

(i) A note stating the total value of goods seizec;l referred to in 
Item (iii) of the Audit Para may be furnished. 

(ii) A note stating the outcome of the prosecution in the remaining 
I cases (out of 10) may be furnished. 

REPLY 

. Point (i) .-Total value of goods seized amounted to Rs. 8759877. 

Point (ii) .-The outcome of the prosecutions in the remaining 9 
cases is given below: 

1. Mis. Kaloo Singh, Teknarain Gupta and Ram Swarup Pd. Singh: 
They were detected in illicit manufacture of Zarda. A prosecution 
case was started in the court of Munsiff Magistrate, Muzaffarpur for 
evasion of duty under Sec. 120 (B) I.P.C. read with Section 9 (a) and 
(b) of the Central Excise and Salt Act, 1944, 109,420 I.P.C. Shri Kaloo 
Singh was· found guilty of charges under Sec. 9(a) and (b) of Central 
Excise and SaIt Act, 1944 and under section 420 of I.P.C. He was 
convicted and sentenced to undergo rigorous imprisonment for four 
months for each of the offences under Section 9 <a> and (b) of the 
Central Excise and Salt Act, 1944. No separate sentence was passed 
for the charge under Section 420 of the I.P.C. The other two persons 
concerned were given the benefit of doubt and were held not guilty; 
they were accordingly acquitted and discharged from bail. Shri Kaloo 
Singh preferred an appeal before the Session Judge, Muzaffarpur. In 
appeal, the appellant was held to have been rightly convicted and 
the sentence of four months R.I. was held to be not severe. The appeal 
was dismissed and the conviction was up-held. 

2. Shri Ramdeo Sahni.-He was registered in the court of Munsift 
Magistrate, Begusarai under Section 9 of the Central Excise and Salt 
Act, 1944hy the G.R.P. to whom the above person was produced for 
personJ1ication for smuggling of tobacco. The Magistrate has ordered 
release of the person concerned. . 
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3. Shri Zamir Ahmed.-Accused acquitted by the Magistrate'a 

Court. Revision filed against the order of acquittal in the Hon'ble 
High Court which is still pending. (Duty involved Rs. 6,457'03). 

4. Shri Chamman alias Abdul Wahid and others.-Abdul Qaddus 
acquitted. Chaman and Saghir Ahmed convicted and sentenced to 
pay a fine of Rs. 200/- each and indefault four months R.I. (Duty 
involved Rs. 1555·60P.) 

~. Shri Badloo.-Accused acquitted. No Revision was filed against 
the order of acquittal. (Duty involved Rs. 256' 80 P.). 

6. Shri Ram Kumar.-Still pending decision in the Magistrate's 
Court. 

7. Shri DauZat Ram. -do-

8. Shri Kashinath. -do-

9. Shri Hamid HU8sain.-Convicted and sentenced to one year', 
JU. under section 406 of I.P.C. Acquitted in appeal (duty involved on 
)38 Mds. 38 Srs. 8 Chs. (jf tobacco). 
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