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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorisecf 
by the Committee, do present on their behalf this Fifty-Sixth Report 
on action taken by Government on the recommendations of the Com-
mittee contained in their Eighth Report (Fifth Lok Sabha) on 
Chapter II of Audif'Report (Civil) on Revenue Receipts, 1970 rela-
ting to Customs. 

2. On the 6th June, 1972 an 'Action Taken' Sub-Committee was 
appointed to scrutinise the replies received from Government in 
pursuance of the recommendations made by the Committee in their 
earlier Reports. The Sub-Committee was constituted with the fol-
lowing Members: \ 

Shri B. S. Murthy-Convene? 

2. Shri Ramsahai Pandey 
3. Shrimati Savitri Shyam 
4. Shri H. M. Patel 
5. Shri Shyam Lal Yadav ~ Members 
6. Shri Bhagwat Jha Azad 
7. Shri M. Anandam J 

3. The Action Taken Sub-Committee of the Public Accounts 
Committee (1972-73) considered and adopted this Report at their 
sitting held on the 23rd November 1972. The Report was finally 
adopted by the Public Accounts Committee on the 6th December. 
1972. 

4. For facility of reference the main conclusions/recommenda-
tions of the Committee have been printed in thick type in the body 
of the Report. A statement showing the summary of the main 
recommendations/observations of the Committee is appended to 
the Report. 

5. The Committee place on record their appreciation of the 
al!lsistance rendered to them in this matter by the Comptroller And 
Auditor General of India. 

NEW DELHI; 
December 6, 1972. 

Agrahayna 15, 1894 (S). 

(v) 

ERA SEZHIYAN. 
Chairman, 

Public Accounts Committee. 



CBAPTD I 
BEPORT 

U. This Report deals with action taken by Government on the 
recommendations contained in the Eighth Report of the Public 
Accounts Committee (Fifth Lok Sabha) on Chapter n of Audit 
Report (Civil) on Revenue Receipts, 1970 relating to Customs, 
which was presented to the House on the 5th August, 1971. 

1.2. Action takEm notes in respect of all the 26 recommenda-
tions/observations contained in the Report have been received 
from Government. 

1.3. The Action taken notes have been categorised under the 
following heads:-

(i) Recomm.endationslob,ervations that have been accepted 
by Government: 

S· Nos. I, 2, 5-9, 11, 12 and 16-26. 

(ii) RecommendatiOnslobservations which the Committ~e d.o 
not desire to pursue in view of replies of Government. 

Nil. ~ 

(iii) Recommendationslobsp.rvations replies to which have not 
been accepted by the Commibtee and which require re­
iteration: 

S. Nos. 3 and 15. 

(tv) Recommendationslobservations in respect of which Goo-
ernment have furnished interim replies. 

S. Nos. 4, 10, 13 and 14. 

1.4 .. The Committee hope that ftnal repUes in reprd to reeODl-
mendatioDJ / observations to whleh interim replies have bela far· 
nished will be submitted to them expeditiously _her PttiDc th_ 
vetted by Audit. 

1.5. The Committee will now deal with action taken by Govern-
ment on some of the recommendations\observations. 

I 
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Grant of exemptions from duty on imports-
Paragraph 1.14 (S. No.3) 

1.6. Expressing concern o~ llU '"th incidence of exemptions 
from duty granted under S~~',2I (1) and 25 (2) of the Customs 
&t, 1962 during the year 1968:'69, the Committee made the follow-
~~ ob~~:v.a!i.~ll:~ in P8!~&r~'p~ 1,.~4 of, tQe.i.r.8t.Ji, R~(~'!if.th: Lok 
~h ). . ' . ". 14 .- , 

uTp,e : C~~ a,e cPAAe~¢, ov .. r. ~ ~t 01.; exltlllptktq$ 
frOpl d:~\Y on iD,lP9rts granted w:u:I,er secti(J~ 25 (I}, ~nd 
~)(.2), of the Cust~s. A.c~, 1~2, D14lrin& t.bAJ YeM 1~~ 
exemptions under Section 25 (1) were granted in 65 
cases, 28 of them being cent per cent exemptions, while 
UDder Section 25(2) out of '665 exemptions given, as' 
many as 664 were ctmt per cent exemptions.' In addition 
th~re was another lot of 3~6 cases of exe~ptions notified 
earlier which were current during 1968-69, 103 of th~m 
being cent per cent exemptions. Cent per cent exemp-
tions acCO\Ult fOJ' 43 per cent of the exemptions granted 
under Section 25 (1) during 1968-.69, while they form as 
much as 99.8 per cent of t~e exempti()ns granted under 
Section 25 (2). In paragraph 1.25 of their 1Ilth Report 
(fourth Lok Sllbha) the CommitteEt had made certain 
suggestions to regulate the isue of exemption notifica-
tions with regard to Centr~l Excise. In their reply the 
Ministry of Finance have stated that the observations I 
recommendations are ,being examined by Government in 
greater detail.' The Committee desire that the exemp-
tions made on custom side should also be examined in 
the light of these recommendations." 

1.7. In their reply dated 28th February, 1972. thf' Ministry of 
J';il)ance (Department of Revenue and Insurance) have stated as 
follows: 

uThe Government had examined the recommendations/sug-
gestions made by the Committee in. paragraph 1~25 of 

• 'r:," , , t~~jt; Il1~p ~P'9rt; ~F'-9U!Jql L<;>k ,Sab9~t, ,:witp r~~~t to 
.,,' .,,,1 t1).e,., WCe.~~~!,.ns",i~~,~~~ b~~~,;o,,?: th~ Centr~L ~~ci~~ .~nd 
r'~" If; !. ,C~s~().~ s~4~", and,~~~ d~~on~ . 4ke~ {,~X the pqoQ-e~i!l~~t; 

aiteady communicafed in ihls Mi:tdstry'~. action-ta'ken 
note to the Lok Sabha Secretariat vide F. No. '23!WWf1 .. 
Cx.7 dated the 3rd May, 1971 (un-vetted by audit)" 
'(psge S~. 

1.8. The Com~iU~ h~d suggested in paragraph 1.25 of their 111t& 
Report (4th Lok Sabha) relating to Excise that Government's power 
to modify the statutory Excise tariff should be regulated by well.de. 
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fioe~: crite.f,i. w~~4, sAcwW, i_, P.fJ¥iIt~i'''' w';UOt iD.to the Central 
Ex«:.i~e QilUben ~4tte p,adiam,ut. Wh.iJe .r~l~tbet: it was not 
possible to write down, in !lp.e£ifie. WIUS, well: defiaed criteria, 
in the Central Excise Bill, on the basis of which exemption notifica-
tions should be issued, Government st:.ded. that an attempt would 
however be made t., wOI'k out some bl.'108d categOi'ies which would 
provide necessary guidelines for consideration of cases for granting 
exemption from duty. The Committee have subsequenily recom· 
mended in .paragraph 1.9 of their 31st Action Taken Report (Fifth 
Lok Sabha ) that the broad principles regulating the rower 0 r Execu. 
tive to modify the statutory taritl through notificatirms should he 
defined and incorporated in the Central Excise Bill to be introduced 
in Parliament. They would like simi~ar action to be taken in regard 
to the Custom Tariff also. 

COi;t of collection of Customs revenue-Paragraph 1.21 (S. No, 4) 

1.9. The Committee made the follcwing observations on the high 
cost of collection of Customs revenue in paragraph 1.21 of the 
Report:-

"The Committee find the cost of collection of customs revenue 
has increased from Rs. 5.48 crores in 1966·67 to Rs. 5.61 
crores in 1967·68 ,and to Rs. 6.78 crores in 1968-69 although 
the gross collections decreased from Rs. 585.37 crores in 
1966-67 to Rs. 513.35 crores i" 1967-68 and to Rs, 446.50 
crores in 1968-69. The percentage of cost of collection has 
risen from 0.9 in 1966·67 to 1.09 in 1967-68 and to 1.5 in 
1968·69. The increase in the cost of collection has been 
attributed to reduction in the quantity of actual imports 
due to general recession in industry a nd import substitu-
tion because of higher cost of imports owing to devalua-
tion. While the Committee appreciate that the expendi-
ture on collections is relatable both to the collection of 
customs revenues and prevention of smuggling of goods, 
the Committee are unable to know the break up of the 
increase in expenditure on the performance of normal 
asses!Omel'lt and collection of duties and preventive and 
pun'tive steps for anti~smugg1ing as the expenditure 15 
not booked in the accounts on functional basis. The Com-
mittee suggest that the Ministry should examine in con-
sultation with Audit the d~sir,abJ1ity of maintaining setHI-
rate accounts for these activities to enable appraisal of 
expenditure on them separately. In view of the fact 
that there is a reduction in the actual imports, it should 
also be examined af: to what extent economy on staff 
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employedOD '8SHSsment and conection of dutit!s could be 
efteeted "with a -new to haVing' a prdportib~te reduction 

,in the':east of CC)llection." '. ' , 

. 1.10. I.Q their replies dated 11th July, 1972 and 12th July, ]972 
the Ministry of Finance (Department of Revenue ind Insurance) 
stated as follows:-

"The suggestion regarding maintenance of separ'!te accounts 
for the various activities of the Custom's Department is 
being taken up :n consultation with Audit and other con-
cerned authorities." 

"The Committee has sugg,ested that in view of the reduction 
in the actual imports, it should be examined as to what 
extent economy on staff employed on assessment and col-
lection of duties could be effected. The issue has been 
referred to the Director of Inspection (Customs and 
Central Excise) for examination and a decision will be 
taken on the basis of the Directorate's report. It may. 

o however, be painted out that the staff employed on assess-
ment have also to attend to different other connected work 
like adjudication of disputed assessments, grant of re-
funds/drawback, realisation of short levies and clearance 
of general arrears. It will, therefore, be necessary to 
take an overall view before any economy is considered as 
a staff review has to be comprehensive. Additional work, 
if any, in other areas of Custom House activities will also 
have to be taken into account for this purpose." 

1.11. The Committee desire that the question of maintaining se-
oarate aeconnts of expenditure on collection of duties and OD anti-
~"'lUIl1ing aelvilies should be examined expenditiously. 

Short-levy of duty on the ground of established practice-Paragraphs 
1.54 and 1.57 (S. Nos. 10 and 13). 

1.12. Dealing with a case of under-assessment of duty on the 
~ound of established practice, the Committee observed as fonows 
in paragraphs 1.54 and 1.57:-

"1.54. The Committee are surprised how the Calcutta Customs 
House misconstrued the exemption notificanon issued by 
the Board in April, 1962 and amended in August, 1965 re-
ducing the rate of basic excise duty to mean that the 
additional duty under the Mineral Products (Additional 
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Duties of Excise and CustomS) Act, 1958 was not leviable 
on imported Transfordler oil. This was justified by the 
Custom Houle on the ground of established· practice. The 
Committee dealt with another case in paragraphs 1.28 and 
1.29 of their 72.nd Report (l~) where the Calcutta 
Custom HoUle had not levied eountervalUng duty on 
spirit and oil soluble coal tar colours on the ground of 
established practice. In that connection the Committee 
observed as follows: 'It is hardly necess.ary for the Com-
mittee to say that every established practice, whatever its 
basis, has to be in conformity with the law, and should 
cea'3e as sOOn as it becomes inconsistent with any legal 
provision.' It is regrettable that although suitable in-
structions in the matter have been issued by the Ministry 
of Finance to the Collectdrs oi Customs in this regard, 
cases of under-assessment of duty on the ground of estab-
lished practice continue to occur, In thlt present case, 
according to the information supplied to the Committee, 
there is a short levy of duty amounting to Rs. 4,81.803 at 
the Calcutta Port. At the Bombay Port there was short 
levy amounting to Rs. 37,669.68 which was .ubsequently 
recovered. The Committee urge that the Board should 
ensure cases of short levy of duty on the ground of estab-
lished practice which is not in conformity with the law do 
not occur." 

"UI7. It was pointed out to the Committee that the practice of 
non-recovery of duty '3hort-levied in the :;:>ast cases had no 
legal basis. While the Committee appreciate that from 
the point of administrative convenience it may be justi-
fiable in some cases not to recover the duty under-assessed 
after issue of the ruling of the Board, they suggest that 
necessary provision may be made in the Act to give legal 
backing to such administrative setiens in appropriate 
cases." 

1.13. In their reply dated the 12th JulY, 1972 the Ministry of Fin-
ance (Department of Revenue and Insurance) stated as follows:-

"The question of established practice has been under exami-
nation. The Committee had appreciated vide para 1.57 that 
'from the point of administrative convenience it may be 
justifiable in some cases not to recover the duty under-
assessed after issue of t.he ~ul'ng cf the Board.' The type 
or eases in which it is administratively desirable not to 
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.up~et. et*-mlisb~d; Pl'.t~ of: a....atem iJJ orner not to 
~,.~etr.ade;.JJd iJMiu",,':to;; __ ~_ been ana-

.. ~Q and the Board'.! t~e:-wl_.(68ve beatr cornmuni-
4~~, to t~ Cotl~ fOl eat8lbina1lieDl by. t~m having 
rePJ:dto praUteal conaidtldtialll~ The mat~ is proposed 

. tot~, c:lURloIIIedatj tJae JMKt. cenf«elWe ... :' CoDectors due 
.at ,the .end of this molltth aite.: wbiDb i'trshOllld' be possible 
to fuullise this. 

"The Committee's suggestion that 'necessary provIsIon may 
be made in the Act to give legal backing to such adminis-
tIative actions in appropriate case.o' has been noted and 
will be processed with the Ministry of Law at the time of 
next revision of the Custom Act." 

1.1'(, The eonrmittee desire that decision on tile question of 
"estabUshed practice" should be expedi·ted;Tbe Committee, however, 
wish torelter.ie that incorrect levy on tbe grounds of' established 
practiee whith is not in· eonformity with law, shouldnot occur. 

1.15. As reprds the proposed legal backillg for non-recovery of 
d1lty on. Jl'OU- of established practite in ."repriate calles in which 
it may not he administratively convenient to reeover the short levy 
retrospectively. the Committee desire that the matter should be 
considered further in consultation with Auc1it. 

Delay on the part of the Central Board of Excise and Customs in 
disposal of an application of la private party-Paragraph 1.69 
(S. No. 15). 

1.16. In paragraph 1.69 of the Report, commenting on the delay 
on the part of the Central Board of Excise and Customs in dealing 
with a request of a private party to declare its factory site as a 
bonded warehouse, the Committee made the following observations: 

"The letter dated the 26-4-1968 from Collecto;z:of Customs, 
three months in finally declining the request of the party 
to declare the faetory site. as. a bonded warehouse. In 
view of the fact that the party had approlloched the Cus-
tom House about three weeks before the arrival of goods, 
to be allowed to remove goods to the :£actory site, the 
decision of the Board on this question should have been 
expedited. Had the officei' concerned in the Central 
Board shown a little foresight and acted with gre'lter 
promptitude having regard to the urgency of the maUer, 
these complications would not have arisen. The Com-
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mittee trust that steps will be taken by Government to 
avoid such situations in future." 

1.17. The Ministry of FiIUlnce (Department of Revenue and 
Insurance) furnished the following reply in ·a note dated the 23rd 
August, 1972:-

"The letter dated the 26-4-1968 from Collector of Customs, 
Cochin propos~ daclatatioo of U dyogamandal as & 

warehousing station was received in the Receipt Section 
of the Ministry on 1 .. 6-68. But It was 8WJeessi.vely marked 
to different unconcerned sedions and finally reached 'the 
appropriate section on 23-5-fiB. Initial action ",,_taken on 
24-5--68 and a letter dated 30-5-68 was issued 'to the Cotlee-
tor asking for certain necessary particulars. The 
reply to this letter was received in the 'Ministry on 17-7-68. 
Final orders of the Board were conveyed on 22-~.;fJB. Thus 
there was no undue delay in the 'Board's office." 

1.18. The Committee are not satisfied withtbe ael.,. of about 
3 months that occurred in the Board in giving a decision on the 
request of the par~ to declare the factory site as a bonlled WBN. 
boWie. The ()ommiUee 1iugeatthat a suitable proce4ure ehould be 
deNised whel'8by suehrequests from impOl'*ers reeeitved prompt 
attention irom the ceLlectol's of customs and the Board. 



CHAPTER II 

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN AC-
CEPTED BY GOVERNMENT 

Beeommeadation 

The Committee note that the receipts from Customs Revenue 
have fallen in the years 1967-68 and 1968-69. The receipts during 
1968-69 decreased to Rs. 446.50 crores from Rs. 513.35 crores in 1967· 
68 and Rs. 585.37 crares in 1966-67. The actual receipts during 1968-
69 (Rs. 446.50 crores) fell short of the budget estimates (Rs. 539.27 
crores) by Rs. 92.77 crores <17.20 per cent). The percentage of 
short-fall in actuials as compared to budget estimates during the year 
1967-68 was 19.81. The Committee were informed that the short-fall 
in revenue collections was mainly due to reduction in import duties 
partic.ularly of machinery, metals and industrial raw materials. The 
Department, it has been stated, were rather over-optimlstic at the 
time of framing budget estimates for 1988-69 about the pace of in-
dustrialreeovery tn 1968-89. The ;Committee desire that In view of 
the current trend of decTease in import8 and the policy of Govern-
ment to encourage import substitution, the'Department of Revenue 
should prepare their budget estimates more realistically. The De-
partment should also keep closer liaison with the industry so as to 
collect reliable statistical data about actual and likely imports ..... 

[So No. 1 (Para 1.12) of Appendix to the 8th Report-5th Lok 
Sabha]. 

A~tion Taken 

The recommendation/observations made by the Committee have 
been noted. In this connection, attention is invited to this Minis-
try's action-taken note relating to the 29th Report of the P.A.C. 
(Fourth Lok Sabha) forwarded to the Committee vide F. No. 212169-
Cus (TU) dated the 17th Feb., 1969 explaining in detail the various 
Eteps taken in framing the estimates of Customs revenue in such a 
manner that variations between the bud~et estimates and actual col-
lections are reduced to a minimum. The Collectors of Customs and 
Central Excise at various ports have again. been instructed to keep 
closer 11aison with the industry so as to collect reliable statistical 

8 



data about actual and likely imports for preparing their budget 
estimates. 

[Mintatry of Finance (Department of Revenue and Insurance) 
note No. 521124/11-CU~(TU) dated 16-8-1972]. 

Recommendation 

The Committee find that the gross receipts from exports have 
fallen from Rs. 130 crores in 1967-68 to Rs. 102 crores in 1968-69. The 
decrease in the collection of export duty during 1lJ68..69 has been 
stated to be due partly to reduction in effective rates in duty on 
certain items (jute manufactures, tea, iron ore, hides .and skins, 
leather. coiro raw wool and mica) and partly to reduction in the 
quantity of exports of jute manufactures, raw cotton. tea, black 
pepper, raw wool and mica. The Committee are particularly con-
cerned over the reduction in the quantity of exports of jute manu-
factures (100,000 tonnes), tea (25,00,000 kg.). black pepper 
(59,00,000 kg.). 1'heCommittee desire that Government should go 

into the reasons for the decrease in the export of these items and 
pay serious att&ntion to check the declining trend to "their export. 

[So No.2 (Para 1.13) of Appendix to 8th Report-6tb Lok Sabha]. 
Action Taken 

The observations of the Public Accounts Committee have been 
brought to the notice of the Ministry of Foreign Trade by the Minis-
try of Finance (Department of Revenue and Insurance). The posi-
tion in regard to exports of jute manufactures is explained in the 
following paragraph. 

2. The year 1968-69 was a particularly bad year for the jute jn-
dustry. As a result of an exceptionally poor jute and mesta crop of 
only 38 lakh bales, the consumption of jute by mills and production 
of jute goods had to be regulated in a planned manner. Large-scale 
imports were also not possible in view of a world shortage of jute, as 
a result of which prices had risen steeply. Prices of jute and jute 
goods in India had also risen ve~ steeply. These factors were res-
ponsible for a decline in production of jute goods from 12.45 lakh 
tonnes in 1967-68 to 10·88 lakh tonnes in 1968-69, this in tum affected 
the course of exports of jute goods and in 1968-69 exports declined 
to 6.5 lakh tonnes as against 7.5 lakh tonnes in 1967-68. 

3. Exports in the two succeeding years also fsUed to rise for the 
following reasons:- . 

(a) severe competition from Pakistan (East Bengal) where 
exports. unlike in India, used to be heavily sub.oridised 
through Bonus Voucher; 
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(b) introduction. of bulk handling metAods'anci CQmttetitiOl1 
from synthetics;.) .. 

(c) .'eeries of a .prolonged ,s~ik.u~t ClUouUa port <tad !.kl: jute 
•. ind4s~fY ,whi,h 'inte~ied the CQIltinuity and stability 
of supplies; .. 

(d)' a steep decline ~'~xpcjfts' (If c~~pet backing cloth in the 
,eaRly part of 1970-71 ~the 'U.s. m8rnt {)U iMleOUht of 
.rowing ·d6wu· of· atO\llSe 'bUtldingaattvttiy 10&l8"#111g et'~it 
squeelle and other anti4Dftaticlnary·ftseal ftu'a9lll'restaken 
by the U.S. Gove1'1UllleDt. 

(e) failure of production to reach satiSfactory level owing 
. to 'machinery irilbalan.ces in jute mills. 

4. As. result at hostilities m the er.twbiH~ '.alt 'Pakbtln(now 
Bu,glacleeh) .aDCi interruption of supplies of ;ju~ pckl to 'wHrUi 
markets &om tha:t 1egiah :fJ'om April, urn iOlMYatdaj·uport9· from 
India ~ registered .ooMideNlbie im¢cJvem8ht'tll tIu! ·1ftr 1971~ 
72. EJGPOI1;s in '1971-72 !'Ole to 6.'10 ,hdctl.tonftll as against '5.m! lllkh 
tODDeS i:n. lW1O-71,l'eJ7I'esenting an 'i'ndt'~1Ie bf t.l2 lfakh t()nhes 

:{"Minidry ·Gf Foreign Tl'ade O.M. No. ·g..;n.0!311172 .. 'rex{D), 
dated 22-11-1P72] 

The quantity and value of tea eKports from India for the last 
five years are g:VeJil below:-

1967~8 '1!96S-69 '1$69-70 rS1D-';'1 J9'1J-7~"· 

Ql1uity (m. :'If~') 20~'33 200·82 J74'JI 20S'04 218'J~ 

V lb~ (Il~. c·'lfe5) ,'(180'(20 1~"5J 'I~''SO r~''S7 ' .,168';18 

U~lt Vahe (i\1.1~.) 8·86 "79 7' r~ "'411 7'44 

It is .revealeci from above that the decline in exports duri~ 
1968-69 as cOll'\Pared to 1967-138 is very small. ,ExP2rts, however, 
decreased to 174.11 m.g. in 1969-70. 

. -
The .t-bRk lin ~ort. in 188g.70 I. compaNd: 'to JIIII8.189~b 

due to tb! 'low off-tab· df Uta by the Unftett K'fnt8ofl\, tlre 'ftillft 
bu,at .. ear ... , \YbilIdi hnp(n'leciOldy .,i6l1h.~.·tit ta til 1I989-'1() 
against 95.5 1Iil. 'kgi. 'in 1'"!vibUIl yea. Tta IMler ~nli 'to the 
UK. Wlere due to 1RI'ee ll'eUOlls. Fil'stly., othe J..oaci«ln ;stookposiiton 
at the end of 1968 was excessively high leading to very Qasati&faetory 
--- ----- ----

·1s.av~tep" I!.ti!t! !3 .. ~197!·. 
-*PrcwlsiotU'1. 
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pri~~~. ~~~o~c;tJ.Y!foll0'Y~~i#l-e ~ow Fpcea ~~~Rd ~ ¥>1;l4pp jp,1I18, 
In.~,i,an Nrodu~er~ .~.~~C,1.~lly ~tn tlQlr~p 18~ .. , ,~iYFr,t~ (l ~fg"r »or .. 
cen~a:~e'o,f tl\e.ir c,rop ~o,tn4t:l,~9n "1p.!VoflP :~~ IC~~.1AA~ .~4Pti~. 
Thi,rdly, produc~t'S ~~ch~.ng;~c;i ~h~ir' fTq.ij~c~O,'JN.l~J·.~. wc~~r 
mor~ for th.~ b,lternal ,rnar~et ~~.d Pr.o~~:~d ~f,~ ort.p.9,~~ app. 
broken grades of tea suitable for . t~~d9me~yc~~~t. A..~ a. r .. yJ.t, 
even when the conditions in Lond~n irripro~ed from September, '1969 
onwa,r<;l,s, In9~1l RrDd~G~fs ba4.no te~.s .~tabl:e ~9r 4lllJJ.pn., 

The situation changed in the year 1970-7LDue to corrective 
measures taken by the producers in reducing the stock in tnt on 
the one hand and due to the impact of r~gulat1ons of exports in 
1970 by limiting the global supply of teas qn the~the.r, there ~as 
been al,l improvement in the prices 9f Lond?n ~u¢tion~ ~ill~~ ~he . 
later part of 1969 wh~ch contfriued in the year 19~9-71. Thi~ ap!lrt, 
a radical change has also been introdu<;ed in tl)e fiscal poU¢y of 
1970-71 bUdgef by way of complete aboliti9n of export duty a,n? 
grant of ad hoc rebate of exci~e duty at thep~int :pfe?,port. The 
immediate result of this is that export of tea from India has gone 
upto,205.04 m.kgs. in 1970-71 from 174.11 nt. kgs. in Ip~-70. The 
value realised has also shown an increase from 'its. 124.50 cro~esjn 
1969-70 to Rs. 153.57 crores in 1971-71 inasmuch as the unit value has 
gone up from lb. 7.15 kg. in 1969-70 to Rs. 7.*8 q. in 1970-71. 

This.improved tempo of export also continued in the year 1971-72. 
The exports during 1971-72 have .hown an improvement of about 
13-11 m. kg. Apart from the fis~al polj.cy introduced in 1970-71 a.nd 
exp~rt regulation in force since lanu1iry,l!nO,~ddfti~nS1 'fa~'tors 
accounting for better performance in 19'71-72 were a shor~/aU.of 
crop in East African countries, labour unrest in ~eylon an~ ~e 
Bangladesh troUble which reSulted in about 35 m. kgs. of ~ea ~~!ng 
shut out of the world market. " .. . .'. . . . .' ,. 

. '. 

[Ministry of Foreign Trade O.M. No. K.l~OJ3(3)l7~-:Plant(A). 
. . dated '30-8-1972] 

Position with regard to export of Pepper 

Our exports of Pepper in the past six have been as under:-

Year 

-.-----.-~--------------. ---~--' ,"_ .. 
1,6t6..61 
1967-68 
1968-69 
1969-70 
19.7~7I 

J,.~,7 J -7~ (.B,ti.JPa~.Q) 

2472-LS 

Qlla1'l thy 
(in Tonnes) 

~n~~'o 
2!'062'6 
18951. 8 
22296,8 
17~iJ.·7 

J~~.~ 

Vl1ue 
(in crores Rs.) 
t -.,'" ,.-"; 

---

11·82 
13' 10 

9'72 
16'19 
.~~. ~5 

1"'$'0 
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The figures given above do not indicate any definite or steady 
declining trend in our pepper export trade in recent years thougb 
there have been ftuc;tuations from year to year. Our earnings from 
Pepper exports during the last 3 years have been higher than the 
level reached in earlier years and the actual figure of 1971-72 is ex-
pected to be more than Rs. 15 crores. 

The decline in Pepper exports in 1968-69 was in the main due to 
drop in the demand from USSR and a continued decline trend in 
our exports of Pepper to the American Zone because of severe com-
petition in that market from Indonesia and Brazil. 

The fluctuations in the export of pepper in the period noted above 
have been due to factors such· as variations in production not only 
in India but also in other producing countries like Indone<:i?, Malay-
sia, and Brazil and tbe vagaries of demand from the consuming 
countries. Internationally, the formation of the Pepper Community 
is likely to help in cooperative action being taken by the major pro-
ducing countries to stabilise the pepper economy. Steps are also 
being ~aken to improve tbe productivity of pepper vines within the 
country. 

[Ministry of Foreign Trade a.M. No. 9(2)/72-E.P. (Agri.-I) dated 
26-8-1972] 

Recommendation 

The Committee note that the under-assessments/loss of revenue 
brought to notice by test audit has decreased from Rs. 32.36 lakhs 
in 1967-68 to Rs. 13.66 lakhs in 1968-69. The Committee hope that 
with tbe reorganisation of the Internal Audit Department, the 
quality of audit will improve and the amount of under-assessments. 
pointed out by the Revenue Audit will decrease further. 

[So No.5 (Para 1.25) Appendix to the 8th Report-5th Lok 
Sabba]. 

Adion Taken 

The observations of the Committee have been noted. 

[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 411/49/71-Cus. III dated 19-4-11l72]. 

!. ~ommendation 

The Committee are constraine:i to observe that the objection 
raised by Audit in August, 1963 regarding assessment of "cross cutter 



knives" at the concessional rate of 10 per cent ad valO1'em was dealt 
with in a casual manner. In spite of the fact that Audit pointed 
out that the goods were being assessed in other Custom Houses at 
the standard rate of duty, no action was taken to discontinue the 
assessment at the lower rate till August, 1967. Only when the matter 
came to the notice of the Deputy Collector, he ordered the future 
assessment to be made provisionally at the concession.al rate. The 
Committee were informed that the Ministry were examining the 
question of instructing the Collectors to issue provisional demands 
in cases where Audit continued 10 firmly hold the objection inspite 
of the Collectorate's explanation. The Committee suggest that it 
Ehould also be laid down that jf the Audit objections are not resolved 
at a lower level, the matter should he deglt with at the level of 
Deputy Collector/Collector. In case Audit objection is still unresolv-
ed, the question should be referred to the Customs Board for a ruling 
without delay. 

The Central Board of excise and Customs themselves took about 
2l years in issuing the clarification after the matter had been referred 
to them by Audit in March, 1966. Admitting the failure on the part 
of the Board, the Chairman during evidence informed the Committee 
that the officer concerned would be SUitably dealt with. The Com-
mittee feel that the Department should take a serious notice of such 
lapses. 

The Committee have already in para 1.22 of their l10th Report 
(1969-70) suggested that the objection raised b~ Audit should be 
resolved within 3 months or so. In a note furnished by the Ministry 
it has been stated that the matter is to be discussed with Comptroller 
and Auditor General with a view to evolving a suitable procedure 
for expediting the Board's ruling. The Committee desire that t11e 
procedure of dealing with the Audit objection in the Custom Houses 
should be discussed with Audit with a view to avoiding delay in 
disposal. 

Another unsatisfactory feature of the case is that there was no 
uniformity in assessment of duty in the different Custom Houses. 
What is worse is that in the same Custom House While there was 
short levy of Custom on the one 'band, certain other consignments 
were correctly assessed at the standard rate of duty. The Com-
mittee were informed that in order to avoid different interpretations 
being given by the different Cu~om Houses to the notifications issued 
by the Board and to bring about uniformHy in assessment in all the 
Custom Houses certain measures were being taken by Government. 
~:.:~h as introduction of indexing of commodities, setting up of a 
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Cetrtral Exchange 01 ~lasaf1\cat1on, adoption of!lrussels Tarift 
Norftene-latufl!. The committee stress that the vat10us measures pro-
pd~d tb a~hieve. uniformity in classtttcation of goods fbI' the purpose 
ot levy of aut)" in all the Custom Houses will be finalised without 
delay and put into etfects. 

rS. Nos. 6-9 (Paras 1.38-1.41) of Appendix to the 9th Report-
" 5th Lok Sfrbha]. 

AttiOft TA. 

The observations of the Committee have been noted. Instruc. 
tions have already been issued. on 27th February, 1971 (copy of D.O. 
F. No. 25187/66-Cus. T.U., dated 27th February, 1971~lo'ed an An-
nexure-1) that provisional demands should be raised in cases of 
such Audit objections. In regard to the Audit objections which 
remained un-resolved, at a lower level, it may be stated that on the 
question of their prompt disposal, instructions were issued in October, 
1970 and February. 1971 to all the Collectors of Customs to keep a 
close watch over· thetlisposal ofC.R.A. dbjections so that there is 
no avoidable delay. To enable the Collectors and the Board to keep 
a watch over the implementation of the~ instructions monthly 
statements in the prescribed proforma indicating the position are 
required to be furnished to the Board. (copy of instructions of 1970 
and 1971 are enclosed~Annexure II & II (A). I.t may further be 
stated that arrangements for discussiens between the .custom House 
and the Audit have also been made in this connection. [D.O.F. No. 
~/a8170--Cus. III dated 7th April. 1971, and Audit reply 1299-Rev. 
Al37-70 dated 28th Ma~, 1971 (copy enclosed) may please be seen]. 
(Annexur~IIl) . 

Investigation as to who was responsible for the de~ay in the issue 
of the 'Board's ruling in this matter has been completed and the 
officer concerned is being warned . 

. Extracts from the Minutes of the meeting with the Office of Com-
ptroller and Auditor General of India regarding the steps to be taken 
for expediting Board's ruling is enclosed. (Annexure-.IV) for the 
information of the Committee. The procedure envisaged therein is 
being implemented. Besides the instructions .issued in October. 1970 
and February, 1971 referred to m para L38 above provision has also 
been made for e~peditiousdisposal of audit o~jections through .dis-
cussions between the Audit ,and Custom Rouses vide letters dated 
7th April. 1971, and 28th May. 1971 referred to in para 1.38 above. 
(Annexure III). 
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The observations of the Committee have been noted. 

[Ministry of Finance (Department of Revenue & Insurance note 
. No. 521125171-Cus.(T.U.) dated 14th August, 1972] 

ANNEXURE 

Member (Customs) D.O.F. No. 2S/87/66-CUS.(T.U.). 
GOVEWiI4i.WT OF INDIA 

CENTRAL BOARD OF ~CI~E AND CUSTOMS 
New Delhi, the 27th February, 71 

My dear, 

As you are probably aware, C.R.A.D. have objected to the concept 
of established practice obtaining on the CWito;m& side .. Thi~ aatter has 
been under examination by the Board. While it JXlay be ~pme time 
before a final decision is taken, stlme interim action is necessary in 
regard to C.RA.D. objections having regard to the Audit viewpoint. 

2. One of the critiaismsbasbeen thate¥en after ,the assessment 
has been objected to by C.R.A.D., Custom House continues to assess 
as .before •. as J)el' their es14blished pt:aQtice. j['o me.et .this .object-ion, 
it has been decided that future oases may be .aas.elJae.a provisionally 
even though there may have been an establisheCt practice. 

3. The next question will be what to do with regard to the bill 
of entry under C.R.A:D. objection and other bills of en~ry which 
have already been assessed but are st,ill in .audU with t.A.D. or 
C.RA.D. In respect of these, less-charged de.mands may be issued 
on receipt of objections even though there was an established prac-
tice, so that if it is finally decided to recover, recovery should not 
time-barred. 

4. I might also clarify in this connection that the earlier instruc-
tions that the Board's tariff rulings ·are to apply with eft'ec1'from 
the date of issue, wete issued in the context of established practice 
and in cases where there is no established practice, tne usual ttme-
limit of six months which less-charged.demands may be issued 
applies. 

Please confirm implementation. 
Yours sincerely • 

. Sd/-) 
Copy to all 'Departmental Authorities'. 

ATTESTED 

,I " Sdl- . 
I \ : ! 

,,' tT,AdBr S~c,et/11'?:,. 
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ANNEXURE II 
, , 

Instruotion No. 1~ 
oj 1970 (Cus. IV). 

F. No. 55187170-Cus. IV 

;,·CENTRAL BOARD OF EXCISE & CUSTOMS 

New Delhi, the 24th October, 1970 

2 Kartik4 1882 (Saka). 

The Under~retary. 
Central Board o~ Excise & Customs. 

All Collectors of Custopis & Central Excise. 

SUB:-Watch over disposal of C.R.A. objections in Customs cases­
Regarding. 

The Board desires that Collectors should keep a close Watch over 
the disposal of C.R.A. objections so that there is no avoidable delay. 
It should also be ensured that a reply to the objection (discussing 
the merits and not merely a provisional reply) is issued invariably 
within a period of two months from the date of receipt of the 
'lbjection. 

2. The Board would also like to keep a watch over the implemen-
tation of the instructions contained in this letter and it is accordingly 
reqUested that a statement in the enclosed proforma may please be 
forwarded every month indicating the position. This statement may 
please be sent to the undersigned by name. As this statement is in 
respect of customs objections, Collectors of Central Excise who 
normally do not have any such objection need not send any monthly 
statement. They may instead forward a quarterly statement. 

Copy forwarded to:-

Yours faithfully. 
Sdl-

Under Secretary, 
Central Board of Excise and Customs. 

(i) Directorate· of Inspection (Customs' and Central Excise), 
New Delhi. 



i, 17 

(ii) Directorate of Training ·(C.& C.E.)K-15, Raus Khat, NeW' 
. DeJhi. 

Sdl-

Under SecretAT'1I. 

CentNIBoard -of E:x:cise . and Custom.. 

PROFORMA 

C .Hectorate ••••••••••••••••••••••••••••• '. I ••••• ' ••••• -0' ••• ., ; •• " • ~I •••••••••••• I • 

, ' 

Statem",t uf C.R.A. obj"tiDft$ iN, ClI'tOfflI t" ... 

Month., , .....•.•. 

No. of objec-
tions 
peniing 

No. of objections for which reply on' merits is pending 

.. ~l) 

From 

~o 

Sir, 

For lesl tban For two to . 
two months threoe months 

For' more 
than tbree 
months leas 
than one year 

I , ---------...-~-
For more Total 

ANNEXuaE II (A) 

F. No. 55187170-Cus. IV 

than one year 

(s) 

CENTRAL BOARD OF EXCISE & CUSTOMS 
New Delhi, the 26th February, 1971 

7th Phalguna, 1892 (Saka) 

The Under Secretary, 
Central Board of Excise & Customs. 

All Collectors of Customs & Central Excise. 

(6) 

SUB:-Watch over disposal of C.R.A. objections m CustO'Tll8 case.­
Regarding. 

I am directed to invite your attention to_Board's inatructions of 
even number dated. U:1e 24tll October: 1970, q~ the abpve subject and 
to say that from the reports received fro,n tbe different Custom 

• I. : :.' 
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"'116~ it a~Ui~fthe ~d$fri1ctiGtt$li8'Vehotpeffii~J>eeti follow-
ed clearly. I am, therefore, directed to say that itt~\Board would 
like to bl\7e information in rest>ect of pendin'g C.R.A. objections in 
the following two categories:-

(i)6i;j~Ctions in respect of which even -the first reply has not 
__ to'the Ca;A. dtMttll$ing the merits of the objection; 
and 

(2) objections in respect at which C.R.A. has commented on 
the Custom House reply discussing the merits, tequiring 
further repl,.froin the eUltom Hou •. 

. 2. A revised proforma for reporting these figures is enclosed. The 
Collect.~s m~)'k.ind1y e~ure that the instructions are clearly follow-
ed in rePorting the pemlin, eues. 

Enc1: A'S above. 

C"lIectorate 

Yours faithfully, 
Sd/­

UndeT SecTetaTY. 

CentTal BoaTd oj-Excise and Customs. 

STATEMENT OF CRA OBJECTIONS IN CUSTOMS CASES 

Month ........... : ...... ,191 

I 

No. of objections for which first reply on merits is pending for 

:Z-3 months 3-4 months 

_._------

Further monthlv 
break-up . 

II 

Total 

"}ttl. & o'br~tiobl tor whlch Brst Tc:ply On merits has jS~(J~d but subsequent reply 'toCRA 
is pendina for . 

----- ._--
\' 

~tt 'tnsMhlY 
~1111..." 

.------------------------' .------



II 

ANNEXUR.E III 

Copy of D.O. f. No. 23 128 I 70-Cus. III, dated the 7th April 1971, from 
Shn . ..... J J'Oint S«!rttflry IuJdfe,'e4 to' 8m;,. . .. .. AtIcIi~'eftal 
Deputy Compt7'OlleT ~ftd Auditor GtMrlll '(8q), Office of the 
Comptroller and Auditor General of India New Delhi 

SUB.,ECT:-Pendency of C.k..A.D. ob1ection~rran9ement tor prompt 
aiSpOsal and review ~ 'perulencies 

We haVe been taking variOUs s~ps toeJtpMite the disposal of 
C.R.A:D. Objt!ctiI)Ds. Recently, we Wa'(r~ statte8 ootairubg informa-
tion frtfrilthe Custoin HoUses lritHe'lting ,tile pendehcy position ia 
it'tbffit which would 1ridicate Whether tiieobjecuon is pending ia 
C,~.A.D. bn in Cnstom Honse, t£tid4iH caSt of latter the month-wise 
break-up. A copy of our ihstru~tioris f. No. 5S/81/70-Cus. IV dat~d 
26th February, 1971 is enclosed. On receipt for the first time, an 
audit objection would relrti.i~ ~~a ~rutiny on the basis of exa-
mination of all the relevant issues after collecting documents etc., 
frblh the party. So, 1O'e hav~ prd'rided for a period of two months 
fot serldfng the ftrit reply on meritll. Stibsequfmtly clariftcations etc., 
required by C.R.A.D. should not require more than one month, 
Hence that period has been provided for subsequent stages. 

2. In order to expedite disposal of these objections it would be 
helpful if, in cafJe you agree, you could lay a similar time-limit to 
be followed by C.R.A.D. 

3. We also feel that after the initial twb references from either 
side ona particular objection, further eorresplmc!lence could perhaps 
be avoided and the interest of expeditious disposal would be best 
served by discwsaions at appropriate levels. For this purpose perha}lf 
the D.A.G. on your side eould reView the pbsition of pending objec-
tions at a monthly meeting with the D.C. (and wheJi D.C. b not 
posted, A.C.) in eharge of the audit ,department Of the coneemed 
Custom. HOUle. In euitable cateS, further discussions at the level of 
A.G. and Collector of Cu.toms could also be held. ' 

4. I would request you to kindly consider these luggestiona and, 
in case you agree, issue necessary instructions to all C.R.V.D. for-
mations. 

CO'p1/ qf D. O. No. 129,9-Rev,4137-70, c:Wed :the 28th Mall, 1971, from 
Shri ... . Director of Revenue Audit, 0rjJice t1f the Comptroller' 
and A uditOT General 
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Of India, New De~hi, addressed to Shri .... Joint Secretary, Ministry 
of Finance, Department of Revenue and lnsur~, New Delhi 

SUBJECT:-Pendency of C;R.A.D. objections-Arrangement for 
prompt' disposal and review of pendencies. -Please refer to your D.O. letter No. 23[28170-Cus, III dated 7th 

April, 1971. The practice of holding monthly discussions between 
the Senior Deputy Accountant General (Revenue Audit) or the 
Deputy Accountant General (Revenue Audit) and the Collector of 
Customs (or the Additional Collector of Customs) is already, in 
vogue and we are bideedgrateful to the Board for issuing instruc-
tions to the lower formations for speedy settlement of the objections. 
We are also reiterating OUr inlltructions to our officers to endeavour 
to settle the outstanding objections expeditiously . 

... 
ANNEXURE IV 

Extracts from the Minutes of the Meeting held in ,the Room of Shri 
Member (Tariff) on 30-8-1971 to Discuss steps to be taken to 
reduee delays in the issue of Tariff Advices. 

The meeting was held pursuant to the discussions during the 
'Sitting of the Public Accounts Committee in September, 1970 to 
Consider the Audit Report (Civil) on Revenue Receipts, 1970. The 
Committee had been desired thaf the Ministry of Finance- and the 
Comptroller and Auditor General of lndia should meet and consider 
ways and means of reducing delays jn the issue of Tariff Advices by 
the Central Board of Excise and Customs. 

2. A brief had' earlier been circulated setting out in detail the 
existing procedure followed in the Board's Office far the iSSUe of 
Tariff Advices. This procedure. in vogue since, January, 1968, in 
brief is that all classification matters are placed before a Conference 
which is attended by the Collectors of Customs at the major ports 
of Bombay. Calcutta, Madras and Cochin. Such conferences are 
held as far as possible once in two months. In the event of unani-
mity among the Collectors, all matters which do not involve: 

(1) Change in established practice of assessment in any Cus-
tom House. 

,(2) Cancellation or modification-Iof a previous ruling q~ ,advice 
of the Government of India ~and . 
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(3) A reply to be issued to the Comptroller and Auditor Geae-
ral of India. 

are finalised bytbe Collectors themSt'lves by the iuue of "Collec-
tors-in-Conference Tarift Advises." Matters falling within the 
category of cases listed above are decided in the Board's Oftice by 
tb~issue of a Board's TarUf Advice. 

3. Shri Gauri Shankar was in agreement with the continuance 
of the above procedure and was of the view that such perodical 
Conferences of Collectors should ·go a long in the speedy ftnaliaation 
of classi8cation matters. 

4. The, meeting considered the question of the danger of loss of 
revenue occurring in any Custom House pending the issue of a 
Tariff-Advice 'by the Board or by the Collectors-in-Conference. It 
was appreciated that such danger wffi not exist in a majority of 
cases in view of the fact that instructions have been issued on 18th 
March, 1968 that woen there is a doubt pro-visional assessment 
should be resorted. Further instructions have been issued to the 
Collectors on similar lines to safeguard revenue pending C.R.A. 
ob,ections. Shri Gauri Shankar agreed that the safeguards would 
be sufficient to prevent a recurrence of the type of cases in which 
short levy of duty had occured for a long period and about which 
the Public Accounts Committee had occasion to comment adversely. 

5. The only difficulty would, arise in cases where an established 
practice of assessment exists in the Custom Houses. Though instruc-
tions have been issued by the Board on 6th October, 1969 that any 
established practice based on wrong facts should forthwith be 
changed by the C;:ollectors, it was felt that the position in respect of 
an established practice based on interpretation of the law stood on 
a different footing. It was thought that in such cases the balance' 
of advantage lay in the practice of assessment being continued till 
a Board's Tariff Advice was issued authorising its change. In such 
oases, the Board would normally have to consult various outside 
bodies such asD.G.T.U., I.S.I. etc. to arrive at a decision and the time 
taken in~uch consultations sometimes resulted in delay in issue of 
instructions with consequent short levy of duty in the Custom Houses. 
Shri Gauri Shankar was of the view that perhaps representatives 
of the D.G.T.D., I.S'!. etc. could also be invited to attend the Confer-
ence of Collectors on classification matters so that a decision could 
straightway be taken on the spot by the Board. As far as cases 
relating to the reference from the Office of the Comptroller and 
Auditor General of India as well as cases arising out of Revenue 
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Aucij.t objectiGDS were COBee1'aed. SMi 68Uh S~r ~.ted that 
a representative from the Office of the COIAt*"lJer and Auditor 
General of India could also attend the CORference to facilitate a 
f1tfHirpt deetSf6n. Shri It. Narashilhan agreed that· tbilt wa. a . wel-
ebrM> SI1ggeetidl'l and it was deCided that futloll"e conference could 
talH! 'n'e'te of ~ artd so arraJlge the agenda that ~lpoints on which 
C. & A. G., mjght be necessary ate faken up together when the repre-
sentative of C. at A. G., itt in att.eildlmee. . . 

6~ The m~tin. eousidwed that, with its eniarges !Cdpe, tutaTe 
conferences of Collectors on classification ~. Wfrieh is attended 
by the Board also, could decide cases finally on the spot and that 
this would go ~ long way in red.ting elelays fin the tsaue of Tariff 
Advicea . 

• * • • • • • 
BecommendatiGa 

It is r~grettable th.at the Board took more than a year to issue 
clarlfieattcm ltegard1flg levy of additional duty on the teferertce ftom 
the CtistO'l'nS HOU1le at Madr'as t'ee'eivecl in september, 1965. The 
Committee were informed that the Boatd wrote to the different 
Custom Houses in order to obtain their ~etIts in the matter. It 
is surprising that the Board should h.ave referred the matter to other 
Ctr'8tom Houses even though the question was not one of ascertain-
ittg the tradition.al practice i1\ respect of tlamftcation of goods but 
one eff clarifying intentions of t'he Board in issttIng the notification. 
Even So, th.e Committee feel that the time taken for ascertaining 
the Views of tl'le CUstom Houses was unduly long. The Committee 
fi1\d that after the elariftea:tion of the Board in Novetnber, 1966 no 

, aetion was taken by the Custom Hduse to re-open the eases which 
feD within the time-limit of six mOl'tths for recovering the addi-
tional dUty. The Committee w~e imotmed that broadly 
the practice was that if a ruling raises the r,ate of duty, it should be 
given effect to only prospectively as it would be harsh on the trade 
if the duty is recovered from thetri 1n I'eSpectof the past cases. If 
this is so. it is not clear how the dUty, amounting to Its. 37,669.68 
short levied in the :Bombay Custom House a:s reco'V'ered subsequent-
ly in respect of the same commodity. 

[So Nos 11 & 12 (Paras 1.55 and\ UJI) <If Appeddi1l: to the ,8th Report-
Mh Lok sabha] .. 

-i. 
,I 



Para 1.55: The observations of the Com,m.i,ttee bave ~ llOted 
for gl.1tdance. 

Para 1.56: Although the prjlc~tce iQ Bombay Custom House was 
not to levy additional duty on transformer oil, a doubt having arisen 
on receipt of a referenqe U:om ~~ Customs in that behalf that 
Custom House had, in order to safeguard Government revenue, ini-
tiated action tQ issue less charge demands. Accordingly the short-
levies were recovered. 

,[Ministry of Finance (Department Qf Insurance and Revenue) O. M. 
No. 521/26/71-Cus. (T.U.) dated 12-7-]972] 

The Committee note that the extension of the concession of duty 
.allowed on the copper con~ent in ~eeJectric wirea aDd. .cables manu-
factured internally to imported wires and cables as well ~edthe 
.importers of these wires at an ad~"ntageous p(:M)ition via,.a-viB .~­
genous producers. It has been stated that the unintellcied benefit 
accrued to the importers of these articles in Madras Clotltom House 
alone amounted to Rs· 3,74,618. However, as a part of t!te \~udset 
,proposals for 1971, the notification in question has Qeen r~nded 
.and the concession given in respect of certain wil'esand,cables at tl.e 
rate of 50 paise per Kg. of copper content of such wires and cal:les 
rEtmoved. This would ·result in the withdrawal of the concession 
in the case. of both indigenously manufactured and imported wires 
and cables. The Committee would however su,gges.t .that Govern-
ment .ahould in future take ~ompt decision.as to whether a con-
cession in Central Excise duty allowed on an indigenous raw mAte-
t'ial used in a finished product .should be ~tendedto. cpun~vailing 
duty on imported finished products in ~rder to obviate .any unin-
tended benefit accruing to the importers. 

[So No. 16 (Para Un) of Appendix to 3th 'Report--5th Lok 
~ t 6abha]. 

'rile observations of the Committee have been noted and neces-
'lIary instructions have been issued in the Ministl"7ts offtee -Memo-
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randum 1'. No. 302/1172-CX. 9 dated 17-2-1972, (Annexure) to ensure 
that such instances do not recur. 

[MInistry of Finance (Department of Revenue and Insurance) 
note No. 521127171-Cus(TU) dated 17-8-1972]. 

ANNEXURE 

F. No. 30211172-CX-9 

CENTRAL BOARD OF EXCISE AND CUSTOMS 

New Delhi, dated the 17th February, 1972. 

OFFICE MEMORANDUM 

Subject:-Effect of exemption notifications in regard to Central 
Excise duty on countervailing duty levied by the Customs 
authorities. Insctructions regarding. 

The undersigned is directed to say that under the provisions of 
the Finance (No.2) Bill, 1965, the Central Excise duty on crude 
copper was raised from Rs. 1000 to Rs. 1500 per tonne with effect 
from 20-8-]965. On 6th October, 1965, notification No. 164/65-CE 
dated 6th October, 1965, was issued exempting, inter alia, all electric 
wires and cables having conductors made of copper from so much of 
the excise duty leviable thereon as is equivalent to the amount of 
duty collected at the rate of 50 paise per Kg. on the copper content 
of such electrical wires\cables. A press note was issued by this Minis-
try adverting to the increase in the Central Excise duty on copper in-
gots, bars, etc., by Rs. 500.000 per tonne and explaining that relief to 
the extent of increase is being accorded to winding wires and other 
industrial grade electric wires and cables made of copper conductors. 

2. The Revenue Audit in the course of their inspection at a majo. 
Custom House observed that the Customs authorities while levy-
ing the countervailing duty on imported articles had charged the re-
duced rate of duty indicated under notification No. 164165-CE dated 
6th October, 1965 on imported electric wires and cables haviag con-
ductors made of copper. The audit argued that the exemption noti-
fication was in respect of indigenous '7rude copper going into copper 
rpanufacturlng ~d as the copp¥ conte~t of the imported, wires IJlld 
cab;tes could no~ have b,orne any duty:,~ihe extension~f-the conc~s­
aion. of reduction of duty to imported. wires and cables gave an. UA-
int~ed benefit to' such importers. 



3. The point was examined also in the context of a reference re-
ceived from C.C., Madras and the C.C., Madru was replied to by the 
Central Board of Excise and Customs in its F. No. 1519166-Cus.I dat. 
ed 23rd November, 1966 that winding wires and other electric wires 
made of copper on their import are liable to additional duty equiva-
lent to duty of excise leviable for the time being on such items and 
that since the duty of excise for the time being leviable is the one as 
reduced under the exemption notification No. 164165-CE, the addi-
tional duty leviable under the said Section would be the duty as 
reduced under the notification Letter of the C.C., Madras along with" 
this reply was communicated to all other Collectors of Customs and 
Central Excise for information and guidance. Subsequently it was 
also pointed out to the Audit that. though the partial exemption 
was given in order to off set the increased duty incidence on copper 
ingots and bars and such increased burden was only on indigenously 
made wires and cables, the benefit of the partial exemption had to 
be extended to imported wires and cables as well because of the 
provisions of section 2A of the Indian Tariff Act. This view had been 
confirmed by the Ministry of Law on the general question whether 
in terms of section2A of the Indian Tariff Act imported articles 
could be made liable to the statutory duty ignoring the partially 
exempted rate in any given case. The Revenue Audit was, however, 
further informed that we are examining whether there would be 
any case for attracting the excise duty payable on the copper con-
tent of wires and cables, in the case of imported wires and cables. 
in accordance with the provisions of sub·section (2) of section 2A of 
thl! Indian Tariff Act, 1934. However, as a part of the Budget pro· 
posals 1971 notification No. 164165-CE dated 6-10-65 was rescinded 
and the concession given in respect of certain wires and cables lit the 
rate of 50 P. per Kg. of copper content of such wires and cables being 
withdrawn, the concession ceased to operate in r~spect of both indi-
genously manufactured and imported wires and cables. The Public 
Accounts Committee with whom the Audit Para was extensively 
discussed have observed that the Government should in future take 
prompt decision as to whether a concession in C.E. duty allowed on' 
an indigenous raw material used in a finillhed product should be ex-
tended to countervailing duty on imported finished products iT', order 
to obviate any unintended be,nefit accruing to the importers. 

4. It is, therefore, requested that whenever any exemption notifica-
tions are contemplated for i8~ue on the C.E., side granting a conces-
sion in "c.E .. dutv on lin indflleno11s taw material used in a llnished 
product the question whether 'the concession should also be eXtended 
to the' countervailing duty on the imported finished products hili to 
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be c,~e(Y:ij.y .~x~~9.~9 wl1er.e itia IlOt intended to' mw it appli-
cable .t9 the~~ ~ PJ:o«u.cts, necessary ateps should simul-
taneoUllly J;l~t. t-9 eqS\lI'e ~4lt anun-mten4ed .benefit shall not 
accrue t<;> tl;le ~ter~ 

'<$c.U-~ 
V ~~er .-Sect:~ary, 

Cen11;~l ~9a,l;~ of ,E,xciM iI.Dd ,C~1PS. 
AJ,lDepuW SecretariesfUlUier Secretaries in the Central Excise 

·Wing. 
Copy forwarded to:-

1. Director (TR), 
2. Under ~cretaries in the TRU for information. 
S. Deputy Secretary (~AC). 
4. Under Secretary (Cus. I). 
5. All Sections in the Central .Excise Wtn,g. 

<.SQ.I-) 
'U',llder &c~~tary, 

Central Board of Excise and, C11Stoms. 
Recommendation 

'The Comm~ttee <;on$ider it unfortunate that t}Je e~l;'qne£>}-!-S inter-
pretation on the part ,qf the ,Economics an~ Stati&tics Di~~corate 
(Deparmentof ~griculture) of the amen~ent s",~el!te~b¥ the 
MarketinB Di~ectQrate in the classification of ,Scheduledi~ems ,in 
the AgrJcultur111.Produce Cess Act, 1940 resulted i.nofl1Qils oheyenH-e 
to the tune of Rs.27~63'n tQe"e~rt of .a l?~r.tic41~ gr~ of ~­
manufact~red Virginia fl~e-cu~ed ~obac;co fr()m .~st JHly, 19~7 
to 29th J\pril, 1968. InstE!ad of ,c1,a,ssifyi~ tilt fl~,.c)l~ed :~U.1iip!a 
Tobaccp of grade C(1-4) ur~er .q~ss I c~rryi~g~,ar~!T .vAlue pftts. 9 
per~. It was c!as~ifl.ed ullcier qass.~tI ~t Rs.~,per~~. ~ith,l1fflilct 
from 1st July, 1967. ,In thect9mmittee',s,opi~iQP Jh,e illitiP,1 mis-
ta~e was com,mitted by tl~e Ma~etin.g ~i~ect!,r~te as tpe change 
proposed ,by them in t}:le. <;~,~!iifi~,a,~i<?n . of I ~ t~ms . Ji~ted ,4'1,; U~ ,~~he­
d"~eqap not Q~en expre~sed in ,cJ,t:ar, i~<;ific. ~np ~~p'j&~t;)4S 
ter.,ms. The CpP'lPliH~e, no~e ,tll,at ~l?e P~r~ct~,~t,e pf ,:E~QnpfJ)~cs 
and Stetj.~t.ics hav~!jss\le~IjlCb~$ill~Hs~()p,~~ .. Mtp ,~'p~~~r. 
1970 regarding the procedure to be followed for suggesting a change 
in,tIbe ,Seh~,w .tihe Asicult1.H;al!P~e.Ge118 AGt, i1!940 lWi1lb a 
view "U, avoid 8 lIeCUN'enee of I.Sell f¥/., this .tWlt\.lN!. "milia, ~lPit\ee 
11epe that. the instrudiofts -wi~l be ,.faithfully oa.erved j~ ~e. 

(S. ,'No. II'7(lPtrra 1:9D) of A~n8ix to '8th !lepot't.-:sth{'ok 
SabhaJ. 
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Action Taken 

. The instl'u~tion reg~rdiag ~procedUl'e to be followed for sog-
ge$tiog a c~nge in the ·Schedule to the Agricultural Produce Cess 
Act, 1940 issued by the Economics and Statistics Directoraie have 
now been received in the Directorate of Marketing and Inspection. 
These instructions will be observed. strictly in future. 

[Ministry of Agriculture (Department of Agriculture) O.M. No. 
1-11/71-Budget, dated 28-3-72]: 

Recommendation 

The Committee are surprised that in spite of the clarificatory 
jnstructions issued by the Central Board of Excise and Customs 
in August, 1964, resistance wires which do not fall under the cate-
gory of electric wires and cables were charged to additional (coun-
tervailing) duty applicable to electric wires in three Custom Houses 
(Bombay, Co chin and Madras). Evidently the clarifications issued 
.by the Board in August, 1964 were not understood by the Custom 
Houses. It was only after the Board issued a further clarification 
in September, 1965 that the resistance wires were not subjected to 
the additional duty. The Committee desire that the clarifications 
to be issued by the Board should in clear and unambiguous terms 
so that there is no scope of misinterpretation of the intentioll of the 
Board. 

[So No. 18 (Para 1.97) of Appendix to the 8th Report-5th Lok 
Sabha]. 

Action Taken 
'The observations of the Committee have been noted. 

[Ministry of Finance (Department of Revenue and Insurance) 
Note No. 52112SI71-Cus. (TU) dated 17-S-1972]. 

Reconuneadation 
The. Committee note that as a result of misclassification of res is-

·tance wires an excess levy of Rs. 32047 occurred in Madras Custom 
House alone out of which an amount of Rs. 22330 has been refunded 
in six cases (including three cases covered by the audit para). The 
Committee regret that although the .three cas~s referred to In the 
. audit· para fell within the prescribed time limit of six months, the 
collectorate did not take action to refund the duty suo motu until 
the Central Board of . EKcise and Customs issued directions to the 
Custom House. The Committee desire that the Board should en-
sure that in all cases of over assessment which faU within the pre-
scribed limit, the Custom Houses should issue refunds suo motu and 
at their earliest convenience. 
2472 LS-72 
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Another unsatisfactory feature of the case is that the Board's', 
order of 2nd September, 1965 was circulated in the Custom House 
only OD 5th )l()vember, 1965 i.e., after more than two months. The 
Committee had in paragraph 1.20 of their 72nd Report stressed that 
"foolwproof procedure should be evolved whereby important instruc-
tions are brought early to the notice of aU those entrusted with the 
duty of appraising goods for customs duty". The Committee 
desire that the Board should ensure that the instructions issued by 
them in pursuance of their earlier recommendation of the Commit-
tee are strictly followed. 

[So No. 19 & 20 (Paras 1.98 & 1.99) of Appendix to the 8th Report 
-5th Lok Sabha]. 

Action Taken 

The observations of the Committee have been noted. Instruc-
tions in this behalf have also been issued, vide F. No. 52.1128171-Cus. 
(TU) dated 29-11-1971. (Annexure') to Custom Houses to ensure 
that immediate action is taken for the refund of exess levies which 
come to th$!ir notice and in which the l!!lrant of refund is not time-
barred. _. 

To ensure that the Board's earlier instructions are strictly 
followed in the field formations, the Board has again impressed upon 
the Collectors that the procedure laid down in D.L.'s letter of C. No. 
1210159169 of August, 1969 for the prompt circulation of all important 
orderslinstructions,. is strictly followed [Instrutcions in Board's 
letter F No. 521128171-Cus.(TU) dated 29-11-71 (Annexure) referred 
to in answer to para 1.98, above refer]. 

[Ministry of Finance (Department of Revenue & Insurance) Note 
No. 521128171-Cus.(TU) dated 17-8-1972]. 

From: 

ANNEXURE 

F. No. 521128171-CUS.(TU) 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE & INSURRANCE) 

New Delhi, the 29th November, 1971. 

Shri., ........ , ...... " 
Deputy Secretary to the Government of India. 
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Sir, 
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All Collectors of Customs and 
All Collectors of Central Excise 

SUBJECT: - 8th Report of the Public Accounts Committee (5th Lok 
Sabha) ,-Observations of the Committee-Instructions 

regarding. 

I am directed to invite your reference to the observations of the 
Public Accounts Committee in their 8th Report (5th Lok Sabha) 
contained in paras 1.98 and 1.99 thereof (copy enclosed) and say that 
the Board desire that the collectors should ensure that immediate 
action is taken to refund excess levi~s which come to notice and in 
which the grant of refund is not time barred. [Ind. Fin. Cus.) No. 
389 dated 8th June, 1923; R. Dis. No. 303(1)-Cus. 1130 dated 24th April, 
1930; MF (R.D.) C. No. 40(163)-Cus. 1151 dated 6-3-1952 and F. 161 
31163-LC; I dated 9-7-1963]. The Board also desires that the proce-
dure laid down by the Directorate of Inspection (Customs and Cen-
tral Excise) for the prompt circulation of all important Ordersllns-
tructions should be strictly followed in the field formations (D.I. 
letter C. No. 1210!59169 of August, 1969). 

Yours faithfully, 
Sd/­

Deputy Secretary to the Government of India. 

Copy to all others as per 'Departmental list'. 
Sd/­

Deputy Secretary to the Government Of India. 
Recommendation 

The Committee regret to observe that in this case the over assess-
ment of duty resulted £Tom insufficient scrutiny at the stage of aSSeSS-
ment· The consignment was wrongly assessed as the electrical ins-
truments etc., at 50 per cent ad. valorem instead of as wireless trans-
mission apparatus a,t 40 per cent ad. valorem. The over assessrtlent 
was also not pointed out by the internal audit wing of the coUecto-
rate. The Committee feel that with the strengthening of the in-
ternal audit wing, they should not only confine their scrutiny to 

- arithmetical calculations but also check the classifications. 

The Committee are also not satisfied with the delay of six months 
in sending a reply to Audit objection by the Custom HouSe. Else-
where in this report the Committee have already pointed out the 
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need for chalking out a procedure for expeditious disposal of Audit 
objections. 

I[S. Nos. 21 & 22 (Paras 1, 1.07 & 1.08) of Appendix to the 8th 
Report-5th Lok Sabha]. 

Action Taken 

The observations of the Committee contained in the above paras 
have been noted. Besides calculations, classifications are also check-
ed by Internal Audit Department in the Custom Houses. Instructions 
were issued in October. 1970 to all the Collectors of Customs to 
keep a close watch over the disposal of C.R.A. Objections so that 
there is no avoidable delay. T6 enable the Collectors and the 
Board to keep a watch over the' implementation of these instructions 
monthly statements in the prescribed proforma indicating the posi-
tion are required to be furnished to the Board. (Copy of Instruc-
tions of 1970 and 1971 are enclosed-Annexures A & B). 

{MinistrY of Finance (Department of Revenue and Insurance) 
Note No. 521129.71-CVS.(T.U). dated 17-8-1972]. 

ANNEXURE A 

Instruction No· 15 of 1970 ~us. IV). 

F. No. 55187170 Cus. IV 

CENTRAL BOARD OF EXCISE & CUSTOMS 

New Delhi, the 24th October, 19701 Kartika 2. 1892 (Saka) 

From 
The Under Secretary, 
Central Board of Excise and Customs. 

To 
All Collectors of Customs and Central Excise. 

Sir. 
SUBJECT: -Watch over disposal of C.RA., objectionsin Customs 

cases Regarding: • (r _ 

The Board desires that Collectors ah01.lld keep a close watch .over 
the disposal of C.R.A., objections . so \hat there is no avoidable 
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delay. It should also be ensured that a reply to the objection (Dis-
1:ussing the merits aDd not merely a provisional reply is issued in-
variably within a period of two months from the date of receipt of 
the objection. 

2. The Board would also like to keep a watch over the imple-
mentation of the instructions contained in this letter and it is accord-
ingly requested that a statement in the enclosed proforma may pleaee 
be forwarded every mo~th indicating the position. This statement 
may please be sent to. the undersigned by name. As this statement 
is in respect of customs objections, Collectors of Central Excise who 
normally do not have any such objedion need not send any monthly 
statement. They inay instead forward a quarterly statement. 

Yours faithfully, 
(Sdf-) I UNDER SECRETARY. 

PROFORMA 

Collector.te ......................... : ................................. . 

Statement of C.R .. A. objections in Customs casts , 
Month ................... . 

No. of objec- No. of objections for whkh reply on merits is p(nciinp; 
tions -----'--------------------
pending For less than For two to For more For more Total 

(I) 

two months three months than three than one 
months but year 
less than 
one year. 

(2) 

ANNEXURE B 

F. No. 551871700-CUS. IV 

CENTRAL BOARD OF EXCISE & CUSTOMS 

(6) 

New Delhi, the 26th February, 1971(1 Phalguna, 1892 (Saka) 
From: 

The Under Secretary. 
Central Board of Excise and Customs. 
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To 

All Collectors of Customs and Central Excise. 
Sir, 

SUBJECT:-Watch over disposal of C.RA. objections in Custom 
cases-Regarding. 

I am directed to invite your attention to Board's instructions of 
even number dated 24th October, 1970 on the above subject and to 
say that from the reports received from the different Custom Houses 
it appears that the instructions have not perhaps been followed clear-
ly. I, am, therefore, directed to say that the Board would like to 
have information in respect of pending C.RA. objections in the fol-
lowing two categories:-

(1) objections in respect of which even the first reply has not 
issued to the C.RA., discussing the merits of the objection; 
and 

(2) objections in respect of which C.RA. has commented on the 
• Custom House reply discussing the merits, requiring fur-
. ther reply from the Custom House. ' 

2. A revised proforma for reporting these figures is enclosed. The 
Collectors may kindly ensure that the instructions are clearly fol-
lowed in reporting the pending cases. 

Yours faithfully, 
UNDER SECRETARY. 

PROFORMA 

C()l1ectorate ................................................................... . 

STATEMENT OF CRA OBJECTIONS IN CUSTOMS CASES 

Month .......................... ,197 

I 

No. of objections for which· first repty on merits is pending for 

2-3 months 
----_._-------------

3-4 months Further montl:: y 
break-up 

Total 
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II 

_No of obiectlons for which first reply on merits has issued but subsequent reply to eRA 
is pending for 

.----------------.-----------
1-2 months 2-3 months Further monthly 

break-up . 
Total 

. -----.----.- -------_._---- -
Recommendation 

The Committee note that the total arrears of customs duty 
.amounting to Rs. 41 lakhs as on 31st August, 1970 include Rs. 3 
lakhs outstanding for more than one·year and Rs. 10 lakhs less than 
one year old. Out of the. arrears, an amount of Rs. 32 lakhs is stated 
to be outstanding because of court cases. The Committee desire 
-that vigorous efforts should be made to realise the balance of arrfOars 
.amounting to Rs. 9 lakhs. 

[So No. 23 (Para 1.117) of Appendix to the 8th Report-5th Lok 
Sabha]. 

Action Taken 

The observations of the P.A.C., have been noted. Steps are be-
ing taken to clear the arrears early. The Collectors have already 
been asked to clear all old arrears. Copy of instructions is enclosed. 
,{Annexure) . 

,[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 512141~1-Cus. VI dated 22-11-1971]. 

From 

ANNEXURE 

F. No. 51214171-Cus. VI 

CENTRAL BOARD OF EXCISE & CUSTOMS 

New Delhi the 6th September, 1971 

The Under Secretary, 
Central Board of Excise and Customs. 



To 

Sir, 

The Collector of Customs, (by name) 
BombaylCalcuttalMadraslCochin. 
The Collector of Central Excise, (by name) 
DelhilChandigarhlMadurailWest Bengal 
The Dy. Collector of Customs, (by name) 
Goa. 

Sl1BJECT:-P.A.C.-8th Report (5th Lok Sabha)-;\rI'(!ars of Customs; 
Revenue (confirmed demands)-Realisation oi-

I am directed to say that tne P.A.C. in their Eighth Report. (Fifth 
Lok Babha) have observed as follows:-

"The Committee note that the total arrears of customs duty 
amounting to RS. 41 lakhs as on 31st Ausust, 1970 include 
Rs. 3 lakhs outstanding for more than one year and Rs. 10 
lakhf! less than orie year old. Out of the arrears, an amount 

• of Rs. 32 lakhs is stated to be outstanding because of 
. court cases. The Committee desire that vigorous efforts 

should be made to realise tbe balance of arrears amount-
ing to Rs· 9 lakhs.'i . . 

2. In view of the above, it is requested that vigrouous efforts should 
be made to realise the balance arreats. As provided in Board's 
letter No. 818169-Cus. VI dated 23rd January, 1970, the statements 
of arrears of customs revenue should be scrutinised by you personally 
to ensure that effective steps are taken to realise the arrears. 

ed. 
3·Th~ repe1pt of this communica'tion may kindly be aehnowledg-

Recommendation 

Yours faithfully, 

Under Secretary. 

The Committee are concerned over unconfirmed arrears amount-
ing to Rs. 210 lakhS outstanding for recovery as on 31st March, 1969. 
The unconfirmed arrears include amounts pertaining to the period 
as far back as 1962-63. The Committee desire that necessary steps 
should be taken to finalise these cases expeditiously. 

[So No. 24 (Para 1.118) of Appendix to the 8th Report-5th Lok 
Sabha}. 
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Action Taken 

The observations of the P.A.C., have been noted. Steps are being 
taken to crear the unconfirmed arrears early. The Collectors have 
been asked to clear all such arreel'S early, and a copy of the letter 
addressed to the Collectors is enclosed. (Annexure). Some pro-
gress is evident from the fact that the unconfirmed arr'llrs as on 31st 
July, 1971 have come down to Rs. 103 lakhs. 

[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 51215!71-Cus. VI, dated 10-12-71]. 

\ 

ANNEXURE 

F. No. 51215171-Cus. Vl 
~ CENTRAL BOARD OF EXCISE AND CUSTOMS 

New Delhi, the 13th September, 1971 
From 

To 

The Under Secretary, 

Central Board of Excise and Customs. 

The Collectors' of Customs, 
BombaylCalcuttalMadraslCochin. 
The Collectors of Central Excise. 
MadurailPatna IDelhilChandigarh I West BengallAhmedabad. 

The Deputy Collectors of Customs. 
GoalVisakhapatnam. 

Subject:-P.A.C.-Eighth Report (5th,Lok Sabha-Arrears of uncon-
firmed Demands-Para 1.118 ' . 

!5ir, 
I am directed to say that the PA.C. in their Eighth Report (Fifth 

Lok Sabha> have observed as follows:-

"1.118. The Committee are concerned over unconfirmed arrears 
amounting to Rs. 210 lakhs outstanding for recovery as on 
31st March, 1969. The unconfirmed arrears include 
amounts pertaining to the period 88 far back as 1962-83. 
The Committee desire that.necessary steps should be taken 
to finalise these cases expeditiously." 

2. In view of the above, it is requested that urgent steps may be 
taken to ftnalise these cases relating to unconfirmed demands, parti-
cularly those which are vP.ry old. 
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.3. The receipt of this communication may kindly be acknowledged. 

Yours faithfully, 
Under Secretary, Central Board of Excise and Customs. 

Recommendation 
The Committee have not been shown any authority for keeping 

..demands outside the Government accounts· It is surprising that 
-demands are raised under a fiscal law and not entered in Govern-
ment accounts. The Committee are not satisfied with the explana-
tion of Government that the demands merely represent amounts 
shown in show cause notices. 

The Committee enquired during evidence about the legal impli-
.-cations of the term "unconfirmed demand" and whether some other 
descriptions for such demands 'dhould be used. The Committee de-
sire that examination of this aspe-ct should be completed expedi-
:tiously in consultation with the Ministry of Law. The Committee 
would like to be informed of the outcome of the examination. 

[So Nos. 25 & 26 (Paras 1.119 and 1.120) of AppendiX to the 8th 
Report-5th Lok Sabha]. 

Action Taken 
The amounts indicated in the notices issued in terms of the 

provisions of section 28(1) of the Customs Act, 1962 have hitherto 
been termed as "unconfirmed demands". Section 28 of the Cus-
toms Act provides that notice for payment of duty short levied 
should first issue and then the amount of duty due from a person to 
whom the notice is served determined after considering the repre-
sentation of the person as provided under section 28(2) of the Cus-
toms Act, 1962. The liability to pay the short levied duty, there-
fore, arises only after the amount of duty due has been determined 
in this manner. The amounts indicated in the notices served under 
section 28(1) of the Customs Act, 1962 cannot, therefore, be correct-
ly termed as a demand or an arrear of revenue. 

The term "unconfirmed demand" used for the amounts indicated 
in the show cause notices issued under section! 28(1) of the Customs 
Act, 1962 appears to have given rise to some confusion. It is pro-
posed to term these amount as "amounts in respect of which notices 
'have been issued under section 28(1) of the Customs Act, 1962". 

This reply is being issued after consultation with the Ministry 
.of Law. 

'[Ministry of Finance (Department of Revenue & Insurance O.M. 
No. 512\5171~Cus. VI dated 2-2-1972]. 



CHAPTER DI 
RECOMMENDATIONS/OBSERVATIONS WHICH THE 

COMMtTl'EE DO NOT DESIRE TO PURSUE IN 
VIEW OF THE REPLIES OF GOVERNMENT 

NIL. 

/ 
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CHAPTER IV 

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

WHICH REQUIRE REITERATION 

BecommenlatloJi 

The Committee are concerned over the extent of exemptions 
from duty on imports granted under sections 25(1) and 25(2) of the 
Customs Act, 1962. During the year 1968-69 exemptions under SE'ction 
25(1) were granted in 65 cases, 28 of them being cent per cent exemp-
tions, while under Section 25(2) out of 665 exemptions given, 
as many as 664 were cent per cent exemptions. In addition 
there was another lot of 326 'cases of exemptions notified earlier 
which were current during 1968-69, 103 of them being cent per cent 
exemptions. Cent per cent exemptions account for 43 per cent of 
the exemptions granted under Section 25(1) during 1968-69, while 
they form as much as 99.8 per cent of the exemptions granted under 
Section 25 (2). In paragraph 1.25 of their 111 th Report (Fonrth 
Lok Sabha) the Committee had made certain suggestions to regulate 
the issue of exemption notifications with regard to Central Excise. 
In their reply the Ministry of Finance have stated that the "observa-
tionslrecommendations are being examined by Government in grea-
ter detail." The Committee desire that the exemptions made on 
Custom side should also be examined in the light of these reoommen-
datiQns. 

[So No. 3 (Para 1.14) of Appendix to the 8th Report 5th Lok 
Sabha]. 

Action Taken 

The Government had examined recommendations I suggestions 
made by the Committee in paragraph 1.25 of their 111 th Report 
(Fourth Lok Sabha) with respect to the exemptions isused both on 
the Central Excise an<\. Customs side and the decisions takp.n by 
the Government, already communicated in this Ministry's action-
taken note to the Lok Sabha Secretariat vide F. No· 23917171-Cx. 7 
dated the 3rd May, 1971 (un-vetted by Audit)-Annexure. 

[Ministry of Finance (Department of Revenue and Insurance) 
O.M. No. 521124171-Cus. (TU) dated 28-2-1972J .. 
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ANNEXPRE 

*The recommendationalobservattons made by the Comtnittee have 
be(m examined by the Government and the following de(:isions have 
been taken:-

(i) The recommendation of the Committee has been noted 
and instructions are being issued to undertake' a revie~ 
of all notifications, and special orders under Section 25(2) 
of"the Customs Act, 1962 and Rule 8(2) of the Central Ex-
cise Rules, 1944, with a view to bringing about ration-
aUsation. 

(ii) (a) Most of the notifications, which are issued and which 
sub-divide the tariff, are t}1ose which are issued at the 
time of making Budget proposals. All these are discus-
sed when the Finance Bill comes up for consideration of 
the House, However, at the time of processing of Budget 
proposals, all the information is not readily available. 
and, therefore, it becomes necessary to grant relief to 
some sector of the industry through a notification. In 
the circumstances issue of such Notification is unavoid-
able. Nevertheless, steps are being taken to make a re-
view of the existing sub-divisions brought about by noti-
fications and in respect of such of those, which are of a 
permanent nature. The Government will consider to 
make them a part of the tariff. 

(b) The Government feel that it is not possible to write down, 
in specific terms, well defined criteria, in the Central Ex-
cise Bill, on the basis of which exemption notifications 
should be issued. However, an attempt would be made 

to work out some broad categories which would provide 
necessary guidelines for consideration of cases for grant-
ing exemption from duty. 

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

(iv) and (v) After very careful consideration,the Govern-
ment have come to the conclusion that it is not feasible 
to accept these r.ecommendations. Apart from the fact 
that,in, the cases where full exemption from, duty is 
granted (either by noWication or a 8p86ial order) there 

is greater jU8tifica~n andW',ency in damg so than in 
other cases, the number of such speci;al orders issued -----------

.Paragl;~h-l:2s of 11lthRe~;~f-the·P.A.c.(4th Lok Sabha). 
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under Rule 8(2) of the Central Excise Rules or under 
Section 25(2) of the. Customs Act, 1962, is so large that 
it would not be possible to either await the Parliament's 
approval before issuing them or, to move a motion and 
get it discussed within a specified time. Already, all the 
notifications which are issued by the Executive, are placed 
before the Parliament and it will also be possible to place 
the. Special Executive Orders in favour of individual par-
ties or organisations issued under Rule 8(2) of the Central 
Excise Rules Or Section 25(2) of the Customs Act, 1962, 
before the Parliament. This procedure should, the Gov-
ernment feel meet the point made by the Committee. 

The recommendation of thOe Committee will also necessitate an 
amendment of the Customs and Central Excise Laws. The new 
Central Excise Bill is to be re-introduced in the new Lok Sabha 
and, if considered necessary, the specific recommendation could be 
examined by the Select Committee to be appointed for the con-
sideration of that Bill . . 

(vi) Th.e recommendation made by the Committee is accept-
e~. In fact, even at present, whenever, an exemption is 
granted in respect of a particular tariff item, the Minis-
tries concerned are consulted before hand and the possi-

bility Is explored whether the relief could be provided 
through other means. However, this will always be kept 
in view in future also. 

(Approved by Joint Secretary) 

F. No. 239J7171-CX-7 

(This is in continuation of this Ministry's action taken notes sent 
to the PAC vide C.M. F. No. IJ7170-CX-2ICX-7 dated 31st ,October. 
1970). 

Recommendation 

The Committee are unhappy that it took the Board about three 
months in finally declining the request of the party to declare the 
factory site as a bonded warehouse, In view of the fact that the 
party had approached the Custom House about three weeks before 
the arrival of goods, to be allowed to remove goods to the factory 
site, the decision of the Board on this question should pave been 
expedited. Had the officer concerned in the Central Boam shown 
a little foresight and acted with greater promptitude having regard 
to the urgency of the matter, these complications would not have' 
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arisen. The Committee trust that steps will be taken by Government 
to avoid such situations in future. 

[So No. 15 (Para 1.69) of Appendix to the 8th Report-5th Lok 
Sabha] 

Action Taken 
The letter dated 26th April, 1968 from C~l1ector Qf Customs, Co-

chin proposing declaration of Udyoga-mandal as a warehousing sta-
tion was received in the Receipt Section of the Ministry on 1st MaYr 
1968. But it was successively marked to different unconcerned sec-
tions and finally reached the appropriate section on 23rd May, 1968. 
Initial action was taken on 24th May, 1968 and a letter dated 30th 
May, 1968 was issued to the Collector, asking for certain necessary 
particulars. The reply to this letter was received in the Ministry 
on 17th July, 1968. Final orders of the Board were convceyed on 
22nd July, 1968. Thus there was no undue delay in the Board's 
office. r.-: 

[Ministry of Finance (Department of Revenue and Insurance) O.M. 
No. 370133172-Cus, I dated 23-8-1972]· 



CHAPTER V 

RECO~ENDA'l'IONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Rec:omraendatiOn 

The Committee find the cost of collection Elf customs revenue has 
increased from Rs. 5:48 crores in 1966-67 to Rs. 5:61 crores in 1967-
68 and to Rs. 6.78 crores in 1968-69 although the gross collections 
decreased from Rs. 585'37 crores in 1966-67 to Rs. 513'35 crores in 
1967-68 and to Rs. 446'50 crores in 1968-69. The perce4,!age of cost 
of collection has risen from 0'9 in 1966-67 to 1 :09 in 1967-68 and to 
1'5 in 1968-69. The increase tn the cost of collection has been attri-
buted to reduction in the quantity of actual imports due to general 
recession in industry and import substitution because .of higher cost 
of imports owing to devaluation. While the Committee appreciate 
that' the expenditure on collections is relatable both to the collec-
tion of customs revenues and prevention of smuggling of goods. the 
Committee are unable to know the break up of the increase in ex-
penditure .on the performance of normal assessment and collection 
of duties and preventive and punitive steps for anti-smuggling as 
the expenditure is not booked in the accounts on functional basis. 
Th2 C~mm~ttee suggest that the Ministry should examine in consul-
tation with Audit the desirability of maintaining separate accounts' 
for these activities to enable appraisal of expenditure on them sepa-
rately. In view of the fact that there is a reduction in the actual 
imports, it should also be examined as to what extent economy on 
staff employed on assessment and collection of dutieS! could be 
effected with a view to having a proportionate reduction in the cost 
,of collection. 
[So No.4 (Para. 1.21) of the Appendix to the P.A.C.-8th Report-

5th Lok SalJha] 

Action Taken 

The suggestion regarding maintenance of separate. accounts for 
the variolls activities of the Customs Departm~nt is being taken up 
in consultation with Auditors and other concerned authorities. 

,(Ministry of Finance (Department of Revenue. and Insurance) O.M. 
No. 515172-IFU(B&A) dated 11-7-1972]. 
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The Committee has suggested that in view of the reduction in 
the actual imports, it should be examined as to what extent economy 
on staff employed on assessment and collection of duties could be 
effected. The issue. has been referred to the Director of Inspection 
(Customs & Central Excise) for examination and a decision will be 
taken on the basis of the Directorate's report. It may, however, be 
pointed out that the staff employed on assessment have also to at-
tend to different other connected work like adjudication of disputed 
assessments, grant of refunds/drawback, realisation of short levieJ; 
and clearance of general arrears. It will, therefore, be necessary 
to take an over-all view before any' economy is considered as a staff 
review has to be comprehensive. Additional work, if any, in other 
areas of Custom House activities will also have to be taken into 
accounts for this purpose. 

[Ministry of Finance (Department of Revenue and Insurance) O.M. 
No. llOI618171-Ad.IV dated 12-7-1971]. 

Recommendation 

The Committee are surprised how the Calcutta Customs House 
misconstrued the exemption notification issued by the Board in 
April, 1962 and amended in August, 1965 reducing the rate of basic 
excise duty to mean that the additional duty under the Mineral 
Products (Additional Duties of Excise and Customs) Act, 1958 was 
Rot leviable on imported Transformer oil. This was justified by the 
Custom House on the ground of establisht':i practice. The Com-
mittee dealt with another case in paragraphs 1.28 and 1.29 of their 
72nd Report (1968-69) where the Calcutta Custom House had not 
levied countervailing duty on spirit and oil soluble coal tar colours 
on the ground of established practice. In that connection the Com-
mittee observed as follows: "It is hardly necessary for the Commit-
tee to say that every established practice, whatever its basis, has to 
be in conformity with the law, and should cease as soon as it be-
comes inconsistent with any legal provision." It is regrettable that 
although suitable instructions in the matter have been issued by the 
Ministry of Finance to the Collectors of Customs in this regard, 
cases of under-assessment of duty on the grouIl':i of established prac-
tice continue to occur. In' the present case, accordine to the infor-
mation supplied to the Committee there is a short levy of' duty 
amounting to Rs. 4,81,803 at the Calcutta Port. At the Bombay 
Port there was short levy amounting to Rs. 37,669.68 which was sub-
sequently recovered. The Committee urge that the Board should 
2472 LS-72-4. 
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ensure cases of short levy of duty on the. ground of. established prac-
tice which is not in conformity with :the law donotQCcur. 

It was pointed out to the Committee that the practice of non-re-
covery . of duty short-levied in the past cases had no legal basis. 

-While the Committee appreciate that from the point of administra-
tiveconve~ence it maybe justifiable in some cases not to recover 

. the duty under assessed after issue. of the ruling of the Boal\i, they 
suggest that ,necessary provision may be made in the Act to' give 
legal back~gto such administrative actions in appropriate cases. 

[So Nos. 10 &13 (Paras 1.54 & 1.57 of Appendix to the 8th Report-
5th Lok Sabha]-

Action Taken 

The question of established practice has been under examination. 
The Committee had appreciated vide para 1.57 that "from the point 
of administrative. convenience it may be justifiable in some cases 
not to recover the duty under assessed after issue of the ruling of 
the Board". The type of cases in which it is administratively desir-
able not to upset established practice of assessment in order. not to 
put the traqe and industry to uncerainities have been analysed and 
the Board's tentative views have been communicated to the Collec-
tors for examination by them having regard to practical considera-
tions. The matter is proposed to be discussed at the next conference 
of Collectors due at the end of this month after which it should be 
possible to finalise this. 

The Committee's suggestion that "necessary provision may be 
made in the Act to give legal backing to such administrative actions 
in appropriate cases" has been noted and will be processed with ·the 

'Ministry of Law at the time. of next revision of the Custom Act. 

[Ministry of Finance (Department of Revenue. and Insurance) Q.M. 
No. 521126171-CUS(TU) dated 12-7-1972]. 

Recommendation 

The Committee consider that it was wrong on the part of. ·the 
. Collector to allow zinc concentrate in this case . to be removed to 
the factory tlite without payment of customs. duty in anticipation of 
the Board's approval to the site being treated as a bowied warehQuse. 
m view' of the fact that the Board did ,not ultimately declare the 

. lite as awarehousingst&tion, the Committee desire that it should 
1:Ie considered in consultation with the Ministry of Law whether it 
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was correct to apply the provisions of Section 15(1) (c) of the Customs 
~t, 1962 ,in allowing the ~fund, of the'duty and the Committee in-
f~rmed of the position. 

[So No. 14 (Para1.68)·of. Appendix to the' 8th Report-5th Lok 
Sabha]. 

Action Taken 

, The observations of the QQmmittee have .been noted. As desired, 
the m.tter was discussed by this Ministry with the Ministry of Law 
on 13th July, 1972. Representatives from' the Office of the Comp-
troller and Auditor General of India were also present during the 
d.iscusliiion. . Advice from the Ministry of Law is now awaite<i:'- They 
bavebeen reminded to expedite. Afterreoeipt of tbe said advice, 
the Committee wotlld be informed ,lJfthe.,position in this matter. 

[Ministry of Finance. (Department of Revenue and Inlurance) 
OM. No. 3TOI3.3172-Cus.I dated 22-8-1972] 

.. ".~ ......... -, '~~-. '- ..... 

1 NEW DELHI; 
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APPENDIX 

Summary of main ConclusionslRecommendGtions 

S1. para No. of Ministry/Department 
No. Report concerned 

1 

I. 

2. 

2 

1.4 

1.8 

Ministry of Finap-ce 
(Department of Rev-
enue-and Insur~nce) 

-do-

3 

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

Conclusions/Recommendations 

4 
-------- --

The Committee hope that final replies in regard to recommenda-
tions/observations to which interim replies have been furnished will 
be submitted to them expeditiously after getting them vetted by 
Audit. 

The Committee had suggested in paragraph 1.25 of their Hlth 
Report (4th"Lok Sabha) relating to Excise that Government's power 
to modify the statutory Excise tariff should be regulaied oy well-
defined criteria which should, if possible, De written into the Central 
Excise Bill then before Parliament. While replying -that it was not 
possible to write down, in specific terms, well defined criteria, in 
the Central Excise Bill, on the basis of which exemption notifications 
should be issued, Government stated that an attempt would however 
be made to work out some broad categories which would provide 
necessary guidelines for consideration of cases for granting exemp-
tion front duty. The Committee have subsequently recommend in 
paragraph 1.9 of their 31st' Action Taken Report (Fifth Lok Sabha) 
that the broad prinCiples regulating the power of Executive to modify 

~ 
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