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CSH VIM i' IPGC$B5 a n d  SAJLT 

(AMENDMENT) BUX

THE W m t& k  OF s t a t e  in  t h e
MINISTRY o r  ttN A N C B  m * t  K. R. 
GANESH): H r. Chairman, Sir, I  rite to 
ftkowfe* that the Bill further to amend the 
Central Excises and Salt Act, 1944, be 
taken into consideration.

Clause 2 of the BUI seeks to substitute 
section 4 relating to valuation. Correct 
valuation of the foods is important for 
purposes of Central Excise le«y where the 
goods cany an ad valorem rate of duty. 
There has been a progressive shift from the 
specific dudes in favour of ad valorem 
levies. Presently, of the 123 items In the 
Central Excise Tariff, over 72 per cent are 
subject to ad valorem rates of duty.

The definition of value contained in the 
existing Section 4 was incorporated in the 
Act, in the year 1955. Its operation has 
been presenting certain practical difficul-
ties, some of which have got highlighted 
in a recent judgement of the Supreme 
Court The use of the expression 'capable 
of being sold’ in Cause (a) of the existing 
Section introduces a  notional concept of 
value and sometimes creates difficulties, 
tven tn bona fide transactions goods of like 
kind and quality may be sold genuinely 
at different prices to different classes of 
buyers; however, in view of this expres-
sion they will all have to be assessed at 
the same price. This part of the defini-
tion does not take into account the price 
at which the goods under assessment are 
actually sold by the manufacturer, but looks 
to the price of the goods of like kind and 
quality in the wholesale market. It also 
tends to ignore the genuine contract of 
sale entered in advance for delivery of the 
contracted goods at the time of removal, 
The existing definition further provides 
that if a wholesale market does not exist 
at the place of manufacture then the 
wholesale cash {nice at the nearest place 
where such market exists will be the basis 
o f assessment. This implies that even the 
freight for transportation of the goods from

the factory to  such market would not be 
excluded for purposes of assessment.

Clause (b) of the current definition is 
residuary in nature and comes into opera* 
tion only when wholesale cash price envi-
saged in Clause (a) is not ascertainable. 
This clause again provides for assessment 
of the goods at the price at which an article 
of like kind and quality is sold or is capa-
ble of being sold by the assessee a t the 
place of manufacture or, failing that, at 
any other place nearest thereto. The ex-
planation appended to this definition pro-
vides for deduction from the assessable 
value only of the trade discount an4 of 
excise duty payable on such goods. But 
there are several other types of post-manu-
facture levies, such as sales-tax, octroi 
etc., for exclusion of which no specific 
stipulation has been made. Further, the 
definition does not dearly provide for 
assessment o f  goods which are not capable 
of being marketed, such as some types of 
office machines which are not sold but are 
only hired out.

H ie definition of value contained In Sec-
tion 4 as modelled on Section 30 of the 
Sea Customs Act of 1878. The concept 
embodied in the said Section 30 has since 
been given up even on the Customs side 
when the Customs Act of 1962 replaced 
the Sea Customs Act of 1878. We have 
now tried to revise the definition a t  *value* 
having regard to the changing needs of die 
expanding trade and industry and the 
growing complexities of the Central Excise 
tariff and tried to make it more precise 
and explicit so that the concerned trade 
and industry is left in no doubt as to its 
obligations under the law in regard to 
valuation, and the Central Excise officers 
who have to enforce the law clearly under-
stand the valuation provision and are able 
to effectively enforce it. Our aim has been 
two-fold, namely (i) to have an Objective 
test for valuation, providing, as far as prac-
ticable, for assessment of the excisable 
goods which are subject to ad valorem 
rates of duty at their transaction value, 
except in areas where there can be scope 
for manipulation, such as the sales to or

’“Moved with the recommendation of the President. 
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through related persons; and (ii) to make 
specific stipulations in the section itself 
with respect to situations frequently encoun-
tered in the sphere of valuation so as to 
reduce the scope for disputes and ambi-
guity.

According to Clause 2 of this Bill the 
assessable value will be the price a t which 
the excisable goods are ordinarily sold by 
the assessee to an independent buyer in 
the course of wholesale trade; and diffe-
rent prices charged to different classes of 
buyers, such as industrial consumers, Go-
vernment etc. would be acceptable for pui- 
poses of assessment. Where the goods are 
generally not sold, except to or through a 
related person such as a subsidiary, dis-
tributor or a relative, the assessable value 
of the goods so sold will be the price at 
which such related person sells such goods 
to an independent dealer. The underlying 
idea is that the duty should be assessed on 

tf the basis of the price in the first trans-
action with an independent dealer, ignor-
ing for this purpose the related intermedia-
ries, if any. Where prices are controlled 
and goods are sold at a price fixed under 
any law, that price will be the basis of 
assessment for the goods so sold. We are 
also making specific stipulations in the 
provision itself with respect to such ele-
ments as trade discounts, taxes, freight, 
cost of packing etc., with a view to clarify-
ing the situations in which they will be 
included or excluded for purposes of deter-
mining the assessable value.

To cope with the situations which will 
not be covered, by the main definition, 
power is being taken, on the lines of the 
corresponding provision in the Customs Act 
of 1962, to make rules to determine for 
purposes of assesment, the nearest ascert-
ainable equivalent to the value as defined 
in this provision. Such rules will be pub-
lished and will also be laid before 
Parliament.

While drafting this provision, we have 
kept in view not only the practical diffi-
culties experienced in the working of the

existing provision and -the judi&al pronoun-
cements made in this regard from time to 
time, hut also the poind made in the evi-
dence tendered with regard to  the subject 
of valuation before the Select Committee 
which considered the Central Excises Bill 
of 1969. The further advantage of this 
amending Bill would be that the
Department as welt as the con-
cerned trade and industry will
have the benefit of the practical work-
ing of the new provision, so that adjust-
ments, should any become necessary in the 
light of the experience gained, can be made 
in this provision before it is included in 
the comprehensive Central Excises Rill 
which would come up before Parliament 
in due course soon.

The next important provision of the Bill 
is Clause 5 which seeks to substitute sec-
tion 40. Sub-section (2) of the existing 
section 40 has been recently interpreted by 
the Supreme Court to mean that the protec-
tion envisaged therein is not confined to 
Government or Government servants, and 
applies to prosecutions of all individuals, 
with the result that no prosecution or other 
proceedings can be initiated even against 
an offender after expiry of six months 
from the date of the offence. This was 
not intended. Accordingly, it is proposed 
to amend this provision on the lines of 
the corresponding provision contained in 
Section 155 of the Customs Act, 1962, with 
a view to mkking the intention clear.

With these words, Sir, I move.

MR. CHAIRMAN: Motion m oved:

‘T hat the Bill further to amend the 
Central Excises and Salt Act, 1944, 
be taken into consideration.”

SHRI SOMNATH CHATTERJEE 
(Burdwan): The Central Excises and
Salt Act was first enacted in 1944, and 
since then there have been several amend-
ments from time to time. We find that 
m 1963, a committee was constituted, 
called the Central Excise Reorganisation 
Committee to go into the whole matter 
and to suggest methods for improving



277 CentrtdExCises & VAISAKHA 17,1805 (SAKA) Salt (Arndt.) Bill 278

the, functioning of the Central Excise 
Department and also lo r enacting a  pro-
per tew. But there has been no think-
ing on the part of the Government or 
the Ministry to, bring about overall 
changes to remove the defects in the 
1044 Act. This is why this type of piece* 
jmeal legislation is being brought for-
ward which creates more problems to be 
.solved than solves problems which are 
already there. The main justification for 
the present amending Bill is to undo a 
•decision of the Supreme Court in the 
case A. K. Roy and another vs. Voltas 
Ltd. This decision followed an old 
Privy Council decision, and in the mean-
time there Were several decisions by the 
various High Courts in India which 
came to contrary findings.

I agree with the hon. Minister that 
the law should be settled. But the ques-
tion is whether by the amendments now 
proposed the uncertainties in the law are 
being removed or whether further ambi-
guities and uncertainties are being creat-
ed. It appears that there is a near-bank 
ruptcy in the thinking process of the 
Ministry or of the Legislative Depart-
ment, I do not know which. The main 
difficulty which has been faced or felt 
by all the courts and also by the officers 
concerned is the determination of what 
is known as the wholesale price. Under 
the previous Act. it was called the whole-
sale cash price. Now, the wholesale price 
concept is being still maintained under 
the section concerned without any guide-
line for deciding how this wholesale price 
is to be ascertained.

If we see the Bill we find the words:

. . goods are ordinarily sold by the 
assesses to a buyer in the course of 
wholesale trade for delivery...”.

Without any guidelines, and without 
any principles being laid down about 
what wholesale trade should be, it is diffi-
cult to determine what should be treated 
for the purpose of valuation to be the 
wholesale trade or what should be treated

to be the wholesale price. Nothing is in-
dicated in the Bill, and the position re-
mains as Vague as it was before, leaving 
it to the courts again to  decide these 
ambiguous provisions in the law.

Again, the word ‘ordinarily’ has crept 
in without any indication in the statute 
as to what the word would mean. Also, 
in the proposed proviso, reference is 
made to the normal practice. This will 
again open up an inquiry into an un-
charted field in regard to  what the nor-
mal practice in respect of a particular 
transaction means. This means that the 
previous ambiguities which were there 
and the difficulties which the courts felt 
in properly construing the already exist-
ing provisions still continue.

Again, take, for instance, the proviso 
and especially clause (ii) thereof. We 
find there that notwithstanding anything 
contained in clause (iii) of the proviso, 
the price to be taken into account is:

“. . . the price or the maximum price, as 
the case may be, so fixed under any 
particular law.”.

Then we find the phrase:

“. . . in relation to the goods so sold, 
be deemed to be the normal price 
thereof.”

Now, in respect of a transaction, if the 
goods are sold at a particular price, 
supposing there is a maximum controlled 
price, then what is the basis on which it 
is to be valued ? That is not indicated. 
Problems are raised here, but no solution 
is indicated.

Then, in clause (iii) of the proviso, 
we find:

. . . .  where the assessee so arranges 
that the goods are generally not sold 
by him in the course of the whole-
sale trade . .

Again, we are getting into difficulties. 
The concept of ‘related person' has been 
introduced here. I quite agree that that 
is the proper approach that transactions
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between related persons should not pro 
vide the guideline o r should not be 
accepted as the basis for valuation. But 
what will happen when there are those 
transactions between related persons ? 
Nothing is indicated.

Then there is definite objection to sub-
clause (b), page 2 where it says:

“where the normal price of such goods 
is not ascertainable for the reason that 
such goods are not sold or for any 
other reason, the nearest ascertain-
able equivalent thereof determined 
in such manner as may be prescrib-
ed...”.

This is very important. Why should 
Parliament give up its right to decide a 
very important aspect of taxing legisla-
tion ? We do not know what will be the 
prescription. We do not know what are 
the rules which will be laid down. It 
may be that they will come before Par-
liament, but in matters of taxation, it 
should not be left to delegated authority 
to fix the rate or the basis for ascertain-
ment of the quantum of the tax. This is 
a matter which I would request the hon. 
Minister to take into consideration.

Similarly excessive delegation is pro-
vided in cl. 3(ia) which says that rules 
will be prescribed to define and specify 
the kinds of trade discount to be exclud-
ed. No guidelines, nothing, has been in-
dicated in this Bill as to what would be 
the nature of the trade discount and it is 
left completely to the executive authority 
by means of delegated power to fix the 
rates of trade discount. This means that 
uncertainty will be there. Not only that. 
I strongly object to Parliament giving up 
its power to decide the basis of taxation 
or the rate of taxation. It is only Parlia-
ment which should decide; it should not 
be left to delegated authority.

Then I  come to cl. 5 dealing with 
sec. 40. Previously it was provided that 
no suit, prosecution etc. shall be institut-
ed after the expiration of six months.

Now what is being done is that dotfbfe 
protection is sought to  be given to 
Government It is said ihat not o&y 
have the proceedings to be instituted with-
in three months from the a&rual of 
such case but a  month’s previous notice 
has also to be given. Why thfc double 
protection for Govemtnfent ? I f  some-
body has acted wrongly o r illegally, why 
this double protection for the officer or 
the Government when the ordinary peo-
ple do not enjoy this protection ? Here 
we have got our objection.

So far as the working of the Central 
Excise Department is concerned, the 
Committee of 1963 has made various 
suggestions. 1 wish to refer to the report 
of the Comptroller and Auditor General 
of India for 1971-72 on the functioning of 
this department. It has been said that 
for various reasons, the real amount of 
excise duty is not realised. They are 
under-assessment due to incorrect classi-
fication, incorrect refunds being granted, 
under-assessment due to adoption of in-
correct rate, under-assessment in respect 
of various items of goods, levy of lower 
rate of duty etc. All these have been 
indicated

*
But this is the trouble with piecemeal 

amendment. Various important sugges-
tions made by one of the highest consti-
tutional authorities in the country, 
namely, the Comptroller and Auditor 
General of India, are not taken note of. 
You bring a piece of piecemeal legisla-
tion to avoid only temporary difficulties. 
This ad hoc basis of legislation should be 
changed. This does not solve the pro-
blem; it only creates problems.

There are other points which have 
been indicated here, namely, irregular 
concession of duties being given, avoid-
ance of duty on the basis of incorrect 
exemptions which are granted etc. These 
matters are not at all considered and 
dealt with in the amending Bill, although 
this report was already there when this 
Bill was drafted.
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■duties, it makes a  pathetic reading. It 
shows clearly how this department is 
functioning. The total of the demands 
outstanding without recovery on 31 
March, 1972 was Rs. 51,68.75 lakhs. I 
am reading from the report for 1971*72, 
page 33, where It says that die outstand-
ing demands were over Rs. 50,00 
lakhs, and the break-up has been given. 
Some of them are pending for more than 
one year. Why should there be so much 
of outstanding, and what is the Govern-
ment doing ?

Then there have been remissions and 
wnte-offs to the extent of Rs. 10,99,621. 
It Is amazing. Some of the assessees 
have left India and there are assessees 
who ate ahve but are incapable of pay* 
mg the duty. What is being done to plug 
the loopholes so far as the tax evasion 
is concerned7 I do not know whether 
you have ever seen these figures. It 
appears that the total value of goods seiz-
ed during one year was more than Rs. 
163 lakhs. Out of that the total value 

of goods confiscated was only Rs. 
60,28,793. So far as one-fourth of 
the goods are concerned, what has hap-
pened to it 7 It was neither confiscated 
nor sold because the price that was re-
covered out of the goods sold after con-
fiscation was only Rs. 73,000 What has 
happened to the Rs. 1 crore worth of 
goods which have been seized? This is 
very important, because, under the Con-
stitution of India, the proceeds from the 
Central excise duty will go to the divi-
sible pool, and the States get their share 
on the basis of the Finance Commission’s 
recommendations and the law that we 
pass on that basis. The States are losing 
a vita) amount, a considerable amount of 
their share of these excise duties because 
of the defective working of this depart-
ment and the loopholes in the law. No 
estimate is being made. Once a Supreme 
Court decision is given, yon bring a Bill, 
and when another decision comes you 
'w il bring another Bill! A real, co-ordi- 
ftatod approach is not being made for 
the purpose of removing these defects.

ambiguities and uncertainties in this 
respect

Therefore, I  request the hon. Munster 
—** I  have no t been able to give amend-
ments to this Bill—to take into consi-
deration these matters, and apply his 
mind to bang out a totally new law with 
regard to the central excise that will 
avoid the defects and ambiguities and 
really help in assessing and collecting the 
central excise duties and not allowing 
the big fishes to go out of the net.

SHRI Y. S. MAHAJAN (Buldana): 
Mr. Chairman, Sir, I  rise to support the 
Central Excises and Salt (Amendment) 
Bill brought forward by the hon. Minis-
ter of State for Finance. These taxes 
are the most important forms of commo-
dity taxation in our country. They yield 
more than 50 per cent of the tax re* 
sources of the Central Government. In 
1970-71, out of Rs. 3,620 crores o f  tax 
revenue, these taxes alone yielded 
Rs. 2,081 crores.

At present there are about 90 and odd 
items in the excise tariff schedule, and 
though this number is large, there are 
three main groups, namely, petroleum 
products, tobacco and tobacco products 
and textiles, which contribute about 65 
per cent of the total tax revenue. These 
excise duties, apart from yielding reve-
nue, have also certain regulatory pur-
poses to fulfil. Under the Central Ex-
cises and Salt Act, 1944, which is amend-
ed every year by the Finance Act, the 
basic excise duties are levied and they 
yield about 90 per cent of the total 
excise revenue.

These taxes are collected on an ad 
valorem basis, that is, they are levied 
according to the value of the article. 
The determination of the value of an
article is there, which is the most im-
portant problem from the administrative 
as welt as fiscal points of v im .  But 
certain difficulties .were encountered in 
determining the value of an article as
revealed by the Supreme Court judg-
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ment in the VoUas case, and these amend- 
menda have been brought forward to 
remove those difficulties in determining 
the value of the articles. This Bill, 
therefore, propose to amend section 4 to 
ensure that the exaseable goods are 
assessed at the transaction value. An 
hon. Member on the other side just now 
that instead of solving the problem, more 
problems would be added. 1 believe that 
the Bill will go a long way in enabling 
officers concerned to determine the cha-
racter and value of the commodity be-
cause the Bill says that the value should 
be the wholesale price fixed at the place 
of removal of the commodity at the time 
of the contract. The time and the place 
of removal thus enable one to fix the 
price more or less correctly.

The Bill says further that this price 
will not be accepted where there is mani-
pulation of values to or through related 
person*. The amendment gives a clear 
definition of assessee, place of removal, 
packing, wholesale trade, etc The amend-
ment to section 37 lays down that the 
rules shall define or specify the kinds of 
tride discount which should be excluded 
from the value of articles in section 4 
and the conditions and the circumstances 
under which such discount is granted 
Clause 40 provides thfe normal pro-
tection to Government servants who act 
under the Act or who contemplate taking 
action tinder tjie A ct

There is one lacuna and I hope the 
hon Minister will pay attention to it. The 
sccond part of this clause says that no 
case or prosecution will lie against the 
Central Government, the officers of the 
Central Government and the State Gov-
ernment. It does not specify the officers 
of the State Government. Even the 
State Governments have to act through 
their officers and the imt'mmity should 
be extended to the officers Of the State 
Government also. Wifh these vtords 1 
commend the Bill for the acceptance of 
the House.
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SHRI C. M. STEPHEN (Muvattu- 
puzha): Mr. Chairman, Sir, I have three 
points on which I want to  seek clariilca-- 
tions. In clause 4(1) (a ), the Minister 
has given notice of an amendment. The 
original draft of the amendment reads 
like this:

“Where the assessee and the buyer
have no interest, directly or In-
directly",

That is now sought to be substituted with 
the words:

“Where the buyer is not a related per-
son'’

I» for one, am not able to understand 
why this new concept must come in.
Would it not be safer to Set the old
phrase remain? The essence of the
matter is that the seller and the buyer 
have no interests in the matter of the 
transaction.



287 Central Excises &

[Shri C. M. Stephen]

The question whether a person is relat-
ed or not is only one of the methods
by which you can determine the fictional
extent of the interest and buyer and
seller might be having. What has actually
happened is, persons who will be having
interests between them are left free and
whatever is shown in the transaction is
accepted as the correct thing. But I may
be having a brother with whom I may be
at loggerheads. If a transaction gets
through between us, merely because he is
my brother, that is discounted. So far as
the definition of 'related person' is con-
cerned, husband and wife is understand-
able, member of a Hindu Undivided Family
is understandable. But the definition as per
section 6 of the Companies Act is also
included which means three generations
including my son, son's son, daughter,
daughter's son, their wives and husbands,
my father, father's father, their children,
sister, brother, their husband and wife-
the entire circle comes in. It is not possi-
ble under the present social conditions
that people will keep such intimate relation-
ship to the second and third generation.
Merely because you happen to be hav-
ing some blood relationship, how can you
cast the net and say that these transac-
tions must be presumed to be benami?
Would not the original draft of the amend-
ment have been more sensible and rea-
sonable? Why remove that, keep those
shady transactions free and bring in this
notional concept of having interest be-
cause they are blood relations?

. Under section 4(1) (a), the price is to
be determined at the figure at which tran-
saction takes place between persons who
are not related. That is the leading sen-
tence. If that is the leading sentence, then
the proviso should _not take into account
transactions conducted between related
persons. It is a question of interpretation.
You could bring the whole thing under

. sub-clause (b), whereas .under section
4(1) (a), proviso (iii) a new sort of defi-
nition comes in. I cannot at all under-
stand it. Under this proviso (iii) two types
of transactions are contemplated; First is
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"where the assessee so arranges that
the goods are generally not sold by
him in the course of wholesale
trade except to or through a related
person."

In that case you say,

"the normal price of the goods sold by
the assessee to or through such re-
lated person shall be deemed to be
the price at which they are' ordinarily
sold by the related person in the
course of wholesale trade at the time
of removal."

So, if I am selling my goods to a related
person, the price will be determined at the
figure at which the buyer will be selling
it in the course of wholesale transaction
to another dealer, provided that dealer is
not a related person.

Then you come to the second clause
"provided the buyer is a related person".
Then you say that if the buyer is a rela-
ted person, then the price at which that
related person will sell to the retail dealer
will be taken into account. I am not able
to understand the distinction that is
sought to be made out. The concept is
that I sell my goods to a related person
and the related person sells the goods to
a dealer. Where the dealer buying from me
is not a related person, then the price at
which the related person sells it to the
dealer would be the price. But
if the dealer buys from the related
person as a related person, then the price
will be determined at the amou-nt at which
that related person will sell to another re-
tail dealer, that is to say, the price at
which the related person is selling. What
exactly is the distinction that is drawn
between the two, I am not able to under-
stand. This is a point on which I am seek-
ing clarification. If you analyse the whole
thing, you will come to this that the price
at which the related person purchases
from me, irrespective of that, the price
at which he will sell to somebody else
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wfll be Uw price at which It has to be 
determined. Why have thto circumlo-
cutory definition and wording ? A 
person wfm buys from me can ad! to two 
types of persons. If  the person who buys 
from me Is not a related person, that will 
he taken as the price. But if he is a  rela-
ted person, then the price will be the 
price at which he sells to the retail 
dealer, I am not able to understftnd this 
distinction.

I am afraid this fiction of “a related 
person being actually interested”, a related 
person to the extent of the definition 
given m the company law being really 
interested in this sort of transaction is 
rather too much of a fiction and that need 
not be imported into this legislation.

These are the submissions that I wanted 
to make and 1 would like to have some 
clarifications on the points I have raised.

'SHRI J. MATHA GOWDER (Nil* 
giris) : Mr. Chairman, Sir, I rise to sav 
a few words on The Central Excises and 
Salt (Amendment) Bill, 1973. This amen-
ding legislation has been introduced be-
fore this House in order to overcome the 
various difficulties experienced in the 
working of the Central Excises and Salt 
Act, 1944.

1 have no hesitation in saying that this 
Bill seeks to plug some of the loopholes 
contained in the principal Act. As you are 
aware, Sir, the central excise contributes 
a  mojor share in the tax revenues of the 
Central Government B ut the manufac-
turers and the producers take advantage of 
the loopholes in the Central Excise Act 
for their personal benefits. As was pointed 
out by the hon. Member who preceded 
me, there is large scale evasion of central 
excise, running to several crores of rupees. 
This is made possible by the loopholes 
and deficiencies contained in the A c t The 
manufacturers and the producers are 
-able to  circumvent the legal provisions 
with tbs qssista&e of legal experts who

are on their pay-roll. On the one hand 
the Government are deprived of their tax 
revenue and on the other the consumers 
ate made to pay exorbitant prices* You 
know, Sir that the consumers have 
neither the legal knowledge to  set right 
the wrongs done to them nor they have 
resources enough to engage legal experts 
to fight fosr diem. The blame for this un-
fortunate situation rests squarely on the 
shoulders of the Central Government for 
formulating legislation with all kinds of 
defects and loopholes

One Mr. A. K. Roy and his friend 
took the issue to the Supreme Court 
against Voltas Limited. This manufac-
turer was selling a small percentage of 
the production through a distributor and 
the rest directly to the consumers at a 
much higher price. The Court in its 
judgment held that the sale to the distri- 
butor constituted transactions in the whole-
sale market and therefore the entire pro* 
duction should be assessed on the basis 
of the price charged to the distributor. 
The Supreme Court has given its judg-
ment in favour of the producer and imme-
diately the Government have rushed to 
this House for amending the principal 
Act. It is regrettable that the Government 
do not spontaneously take up such amend-
ments. That Is because they do not hava 
either the machinery to look into the im-
plementation of the Acts or the existing 
machinery does not take active interest to 
study such questions. I need not say 
that this case of Voltas is not just a soli-
tary case. I am sure that there must be 
innumerable such cases on account of 
which the Government would he losing 
heavily the excise revenue.

If you look at the Statement of Ob-
jects and Reasons, you will find the 
statement that the Government propose 
to suitably substitute the section to make 
the intention clear in the Central Excise 
Act, on the lines of the corresponding 
provision contained m the Customs Act, 
1962, This means that similar provisions In 
the Customs Act passed In 1962 are dear

•The original speech was delivered in Tamil.
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and specific. It is normally expected of the 
Government that, when they formulate 
legislation, they should bear in ijtfnd 
such similar provisions in the other Acts 
also and in case those Acts need amend-
ments they should he brought forward. 
Here, 11 years after passing the customs 
Act, the Government have come to realise 
the need for amending the Central Ex* 
cue and Salt Act and substituting a sec-
tion on the lines provided for m the Cus-
toms Act. I wonder whether the hon. 
Minister of State will nave anything 
substantial to clarify this inordinate delay. 
As I pointed out earlier, such delays are 
also exploited by the producers and the 
manufacturers for their personal benefits.

Before I conclude, 1 would refer to 
another important issue This Bill is en-
titled The Central Excises and Salt (Amend-
ment) Bill, 1973. The principal Act is 
entitled The Central Excises and Salt Act, 
1944 I want to point out to you that the 
word *8811' is there in this legislation. 1 
make bold to say that the Government 
should in fact be ashamed to have bait 
Act in this independent country Ihe 
father of our nation, Mahatma Gandhi, 
staged salt satyagraha very successfully 
against the British Imperialists. His strong 
faith in this movement was that the wit, 
which was the common man's food item, 
should be exempted fiom any tux. Ihe 
entire nation stood as one man behind 
him in this movement The salt satyagraha 
movement was one of the strongest wea-
pons used by the father of our Nation 
In our Independence Movement The 
ruling party which owes its power and 
prestige to him and which does not hesi-
tate to swear by his ideals should exempt 
salt from any tax. The hon. Minister of 
State in the Ministry of Finance, Shri 
Ganesh, might not be aware of this be-
cause he was then a member of the Com-
munist Party. Now that he is a Minister of 
the Central Government run by the Cong-
ress Party, he should see that the salt is im-
mediately exempted from any taxation 
proposal of the Government. I would 
say that the memory of Mahatma Gandhi

seed not be honoured by having a 8a) 
Ghat. The truest memorial to r him would 
be to xeraove the excise duly salt forth-
with. That would be giving life to  life 
long-cherished dream. The , Government 
should not hesitate to honour him by re-
moving tax from all kinds of taxation laws 
of the country.

1 would conclude by saying that the 
Government are not serving any public 
purpose by bringing forward sttch piece 
meal legislations in a half-hearted manner 
and in a huff because of the judgments 
given by the Supreme Court or by some 
othei Court. They should bring forward 
a comprehensive legislation plugging all 
the loopholes in the Central Excise Act 
Then only they will be able to put an end 
to large-scale evasion of excise duty by 
the producers and the manufacturers in 
the country.

With these words 1 conclude.

SHRI K R. GANESH : Mr. Chairman, 
Sir, 1 am thankful to the hon. Members 
who have taken part in this brief debate. 
This amendment Bill, as has been pointed 
out by hon Members themselves, is a  
\ery short Bill comprising about four 
Clauses. Sir, the House is aware that a 
comprehensive Bill on Central excise is 
under preparation. Actually, there was. 
another Bill which had gone through the 
Select Committee, but, which lapsed be-
cause of the dissolution of the Fourth 
Lok Sabha Now, it is the intention of the 
Government to bung forward this comp-
rehensive Bill as early as possible, so that 
the Central excise law may be brought in 
conformity with the needs and require-
ments of the country and in line with the 
expanding tax structure that we have now 
in our country.

Sir, there are a few points about which
I wish to take the House into confidence. 
As has been pointed out by hon. Mem-
bers, as a result of certain judicial pro-
nouncements, the question of valuation 
became difficult both for the trade as 
well as for the valuation officers.' lit the 
existing provision, the notional concept'of 
value was there, the wholesale cadi prifce
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at which goods are sold or we capable 
of being sold, was the 'wording used 
there. This meant that even if the goods 
are sold at four different prices, even 
though the prices may be genuinely 
different in various sectors, the officers 
had to make the assessment on the bases 
of one price only; we could not v/ihie the 
goods on the precise transaction value* at 
which the goods were sold. This 
amending Bill seeks to remove 
this difficulty. In genuine cases, 
it will be possible to accept transaction 
value of the goods at which the goods are 
sold,

IS Hw.

At the same time, steps are being 
taken to ensure that prices to “related 
persons” will not be accepted at the face 
value. The “related persons” have been 
defined in the Bill itself. In relation to 
them, we will not accept the price.

Many loopholes were there. The dea-
lers/manufacturers will sell about 10 
per cent to their distributors at a lower 
price and 90 per cent at higher prices. As 
a result of the phraseology of the Act, 
what happened was that 10 per cent price 
was to be accepted.

In regard to the point that Shri Stephen 
raised, the need for the amendment was 
only to bring in harmony between clause 
4(1) (a) and the definition of “related 
persons” as is given in the Bill. The price 
to "related persons" will be discarded. 
However if the price to an independent 
dealer is the same, the assessment will be 
made on the same price. If the sales, 
generally, are to “related persons" only, 
the assessment will be on the basis of 
price charged by the “related person" to 
an independent person.

Some points were made by Shri Som- 
nath Chatterjce. He pointed out about 
notional concept. This is being eliminated. 
The provision now, is, as t  indicated ear-
lier to make assessment on the basis of 
the price at which goods a rt sold in the

course of wholesale trade, it is as precise 
for the purpose of valuation as could be 
possible.

As the hon. Members know, the valua-
tion is a very complicated process. It 
cannot be easily settled in one Section of 
the law. The expression “wholesale trade’* 
has now been defined in the Bill itself 
and the precise definition is given in the 
Bin itself.

About clause (d) on p. 2 of the Bill, 
this is an ordinary rule-making power to 
attend to situations where the goods are 
not sold, that is cases of captive consump-
tion where the goods are used by the 
manufacturers themselves for their own 
purposes or where the goods are generally 
given on hire.

As far as clause (5) is concerned, thi* 
wording has been taken from the Cus-
toms Act, 1962. It is precisely the same. 
There is no ambiguity about it.

Shri Mahajan raised some particular 
point. 1 think, a proper reading of this 
clause will indicate that the State Gov-
ernment is not involved. The officers of the 
Central Government as well as the State 
Governments have been given protection 
under this clause.

There are other very general points 
which the hon. Members have raised, tbat 
is, about the working of the Central Ex-
cise Department, about arrears and vari-
ous other things. As the House is aware, 
the Central Excise Department has been 
an expanding Department. The resour-
ces mobilised are from Rs. 7.6 crores in 
1937-38 to an estimated Rs. 2623.68 
crores in 1973*74. The bulk of the resour-
ces that are mobilised in this country are 
done by the Central Excise Department. 
Out of this, arrears amount to Rs. 69.39 
crores as on 1-3-1973.

Arrears are there, but if " you see the total 
collection that is made by the Central 
Excise Department, you wilt find that these 
arrears constitute a  very insignificant part o f
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the total collection that is made. These 
arrears are also locked up in court cases. 
Out of 69.99 crores, in court cases there 
are Rs. 18.26 crores; in revision applica-
tions Rs. 3.75 crores; in appeals with the 
Board Rs. 1.19 crores; in appeals with 
Appellate Collectors Rs. 18.98 crores; in 
adjudication with Collectors and Assis-
tant Collectors, Rs. 3.13 crores. lik e  that 
it indicates that an amount of Rs. 53.41 
crores, i.e. about 77 per cent of the total 
arrears, is locked up in disputed asses-
sments. Only an amount of Rs. 15.98 
crores or 23 per cent of the arrears can be 
treated as effective arrears for which ap-
propriate action is already being taken by 
tiie Collcctojs and various procedures 
have already Ken gone through.

As regards the question of leakage, and 
other factors, as far as Central excise is 
concerned, the problem is much simpler 
than that on the direct taxes side because 
the goods can be taken out only after pay-
ment cf duty However, this is constantly 
engaging the attention of the Government, 
A Committee to review the working of 
the Self Removal Procedure under the 
Chairmanship of Shri Venkatappiah was 
set up and it is completing the final stage 
o f its report. In the interim report they 
have recommended that the Self Removal 
Procedure on matches is not the appro-
priate procedure and, therefore, the phy-
sical control was reimposed on matches 
from October 1972, and further steps are 
being taken to see that decisions are taken 
on the question of banderols and other 
things.

figures of arrears I  have given doot indi-
cate that this tlhqpartaeat is doing Its 
best, whatever is possible.

I  have already indicated that a  comp-
rehensive Bill will be brought before par* 
liament, so that the working o£ Central 
Excise Department could be farther im-
proved as well as the complex requirements 
of the very expanding taxation system 
could be dealt with.

With these words, 1 commend the Bill. 
MR. CHAIRAMAN: H ie question is :

“That the Bill further to amend the Cen-
tral Excises and Salt Act, 1944 he 
taken into consideration."

The motion was adopted.

CLAUSE 2— (Substitution of new sec-
tion for section 4)

MR. CHAIRMAN : Thera is one
amendment to Clause 2 by Government 
Is the Minister moving that?

SHRI K. R. GANESH : Yes. Sir. I 
beg to move :

pages 1 and 2, lines 17 and 1 respecti-
vely,—

for “where the assessee and the buyer 
have no interest, directly or indirectly, 
in the business of each other”

substitute “where the buyer is not a 
related person" (1)

I have already, in reply to Mr. Ste-
phen’s question, described this amend-
ment. Still I will explain again.

Another Committee with Shri B. Siva- As I  have explained in my remarks on 
raman, Member, Planning Commission, the motion for the consideration of the 
has been set up in respect of tobacco Bill, our intention is to provide, as far as 
which is the only commodity which is not practicable, for assessment of the excisable 
covered by the Self Removal Procedure, foods which are subject to ad valorem

rate of duty, a t their transaction value, 
We are conscious of the fact that the except where the sales are to o r  through 

whole structure of Ac organisation of Cen- related persons. Clause (a) of the pro- 
tral Excise has got to be geared up to the posed sub-section ( l )  of Section 4  en- 
task, but the immensity of the task of visages the price at which goods are or* 
collecting about Rs. 2,600 crores and the dinarily sold to an independent buyer.
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This provision should not, therefore, apply 
to the sales to a related person. The ob-
ject o f the amendment which I have 
taoved is to make this intention dear be-
yond doubt

MR. CHAIRMAN; I am now putting

pages 1 and 2, lines 17 and 1 respec- 
tively,—

for “where the assessee and the buyer 
have no interest, directly or in-
directly, in the business of each other"

substitute “where the buyer is not a 
t elated person’* (1)

The motion was adopted.

MR. CHAIRMAN: The question is:

“that Clause 2, as amended, stands part 
of the B ill”

The motion wa.\ adopted.

Clause 2, as amended, was added to the 
Bill

MR. CHAIRMAN : 1 am now putting 
all the other clauses to the vote of the 
House. There are no amendments. The 
question is:

‘‘That clauses 3 to 5 and 1, the En-
acting Formula and the Title stand part 
of the Bill.”

The motion was adopted.

Clauses 3 to  5, and 1, the Enacting For-
mula and the Title were added to the 

Bill

SHRI K. R. GANESH : Sir, I beg to 
move:

“that ihe Bill, as amended be passed.”

MR. CHAIRMAN: The question is:
“That the BiU, as amended, be passed.”

The motion was adopted.

RESOLUTIONS RE, RAILWAY 
CONVENTION COMMITTEE

MR. CHAIRMAN: Item Nos. 12, 13 
and 14 will be discussed together. Shri 
Qareshi.

THE DEPUTY MINISTER IN THE 
MINISTRY OF RAILWAYS (SHRI 
MOHD. SHAFI OURESHI): Sir, 1 beg 
to move the following Resolution :

(1) “That this House approves the re-
commendations made in paras 1.2 
and 1.3 of the Sixth Report on 
‘Rate of Dividend for 1969-70 and
1970-71 and other Ancillary Matters' 
of the Committee appointed to re-
view the rate of dividend payable 
by the Railway Undertaking to Gene-
ral Revenues as well as other Ancilla 
ry Matters in connection with the 
Railway Finance vis-a-vis the Gene-
ral Finance which was presented to  
Parliament on 30th April, 1973, and 
that this House further directs that 
the action taken by Government on 
the other recommendations made in 
this Report as well as in the Second, 
Third, Fourth and Fifth Reports of 
the Committee should be reported to 
the next Parliamentary Committee 
which may be appointed to review 
similar matters.”

I beg to move the following Resolu-
tion:—

(2) “That this House do resolve that 
a Parliamentary Committee consist-
ing of 12 members of this House, to 
be nominated by the Speaker, be 
appointed to review the rate of 
dividend which is at present payable 
by the Railway Undertaking to Gene-
ral Revenues as well as other ancil-
lary matters in connection with the 
Railway Finance vis-a-vis the Gene-
ral Finance and make recommenda-
tions thereon.”


