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INTRODUCTION 

1, 111c Chairman of thc Puhlic Accounts Committee, as authorised by 
the Comniittec, d o  present on their behalf this Nincty Fifth Report on the 
Action Taken by Government on the recommendations of the Pub!ic 
AccountsCommiltee contained in their Scventy-Second Report (Fourth Lok 
Sabhr.) relating to  Customs and Union Excise. 

2. On 7th JzI~.'. 1969, an "Action Taken" Sub-Committee was appomt- 
ed to ~crutinisc 1l:c rcplics rccci~cd from Go~crl iment  in pursuance of the 
icconm;cndatior~s n a d c  by thc Committcc in their- car!icr Repor:s . The 
~ ~ ~ l ~ - C r n i m i l t c c  uns consliiutcd wilh the folloa 1:g R4embcrs : 

I .  Shri N.R.M. Sw;rmy Convener 
2. S h ~ i  1I.N. Mukcrjee . 
3. Shri K.M. Koushik i 
4. Shri Tayappa h r i  Sonnvmc ) hlc rnbe~s  
5. Prof. Shanti Kothar~  
6. Shrimati Surhila Rohntgi. J 

3.  Thc draft Report war considcrcd and adopted by the Sub-corn- 
nilitec at thcir sitrins held o n  27th Deccmbcr, 1969 and fina1:y adopted by 
tire Public Accounl~  Committce on 22rid January. 1970. 

4. For fatilily of rcferencc, the main conclusions/rccommendations 
<if the Cornmiltee have been printed in thick typc in the body of the Report. 
A <tatenlent showing the summary of thc maln recommendations/Observa- 
Irons of the Committce is appended to the Report (Appendix). 

5. The Committee place on rccord their appreciation of the assistance 
rendercd t o  them in this matter by the Comptrollcr and Auditor Gencral 
of India. 

ATAL BTHART VAJPAYEE, 
Chairman, 

Public Accou~zts Committee. 



REPORT 

This Rcport of the Comrnittcc deals with action taken by Govzrumnt 
.,on the rccommendations of the Public Accounts Cornrnittee contained in 
their Seventy-Second Report (Fourth Lok Sabhn) on Customs and Union 
Eucire, which was pescntcd to Lok Sabha on the 30th April, 19G9. 

1.2. Actiori takcn notes on all the 42 rccommendations contained in 
the Report haw been rcx ivd .  'Tl~csc havc hecn categorised under the 
following head5 : 

S. Nos. 1, 2, 3, 4, 5, 8, 9, 10, 11, 12, 14. 15. 16. 17, 19, 22, 27. 33, 
36, 37, 39. 40. 31, arid 42. 

S .  Nos. 6, I?, 20. 2 I .  23. 31, 28, 29, 30, 32. 34, 35 and 3s. 

"Thc Co~nrni~tcc t ~ ~ ~ s l  th;\l, in  the intcrcat ol'erpurt pi.onl~tii,)ii. Cio~crn- 
rlicnt will gi\v co~l~inuous attention to thc ~lucstion of c~tcnding tlic 
scopz ofdrawb;\ii,\. It would a l ~ ~  ilclp thr: causc dcxporr  promalion 
if Govcrnrnzl~t could cnsurc tliat the procedures for pdymcnts are so 
slre:mlincd ns to m:lk paymcnt of drawbacks amounts to exporters 
possible within two weeks of thc delivery of export manifests, as 
suggested by ihc 1)rawback Enquiry Committee." 



1.5. In a reply dated 17-9-1969 to these observations, the Department 
of Revenue and Insurance have stated : 

"In regard to extension of the scope of drawback, the Government of 
India have accepted recommendation (No. 4) of the Draw Back Inquiry 
Committee report that the normal policy should be to allow drawback 
on all commodities, while reserving the right to notify any goods which 
would not be entitled to drawback. The guidelines contained in re- 
commendation No. 3 of the Drawback Enquiry Committee for denial 
of drawback, viz.: 

(i) where it appears that the goods are likely to be smuggled back 
into India ; 

(ii) where the amount of drawback is negligible ; and 

(iii) where it would not otherwise be in the public interest to allow 
draw back in respect of a particular commodity ; 
have also been agreed to. 

So far settlement of claims within two weeks is concerned,the recom- 
mendation of the Drawback Enquiry Committee in this regard has 
been considered by the Government and it has been decided that draw- 
back claims should be finalised within one month from the date of 
submission of the relevant export manifest. Instructions have already 
been issued to the field formations impressing upon them the need to 
settle drawback claims expeditiously. The procedures in the Custom 
Houses for scrutiny of claims and payment of drawback are constantly 
under review in consultation with the Collectors with a vlew to 
streamlining the same so as to rcmove the bottlenecks that create 
holdups and result in delays. The recommendations of the Public 
Accounts Committee have also been brought to their notice. 

Since the number of drawback claims are increasing day by day with 
the present emphasis on export, a constant watch is being kept on 
staffing position for periodical review." 

1.6. In reply to a question from the Committee whether any pro- 
gramme for extension of scope of drawbacks to commodities not now 
eligible for that has been drawn up in the light of Government's acceptance 
of the recommendation, the Department of Revenue have stated in anote 
dated 16-12-1969 as follows : 

"Under the existingpro vision of the Customs Act, 1962, the Government 
may by a notification in the official 'gazette directt hat drawback shall 
be allowed in respect of goods of any class or description manufactured in 
India using d u Q r d  materials. A large number of manufactured goods 
eligible to such rawback of duty on the use of duty paid materials 
are already covered under the existing notifications. New products 
and appropriate rates of drawback are notified after due enquiry on 



receipt of a pplications from exporters and manufacturing concerns 
interested in the exports of the products."d 

1.7. The Committee are glad to observe that Government have accepted 
in principle that drawbacks should normally be allowed on all commodities, 
The Committee trust that Government would draw up a programme for speedy 
extension of the scope of drawback to commodities not now eligible for it. 
The country is embarking on a massive export programme during the Fourth 
Plan period which envisages the growth of exports at a compound rate of 7 
percent annually. I t  is, therefore essential that maximum inducements be. 
provided to the exports expeditiously. 

1.8. The Committee note that Government have decided that claims for 
drawback should be paid within one month of the submission of the relevant 
manifest. The Government could consider whether a provision similar to 
Sections 243 and 244 of the Incomctax Act could not be introduced in the 
Cusfoms Act for allowing interest on belated payment of draw-back claims. 
Bhis would ensure that vexatious delays to exporters are eliminated and that 
all drawbacks claims are setlled expedllinusly. It may be an advantage, in 
fact, if there was a procedure for fbe Collccfor in each Customs House to keep 
himself posted with a11 cases of ciain~s not settlcd within one month, so that a 
continuous watch on the position could be Lept. 

suo motu Refund of Trrx excc>s.r-collcc!e~!-Para 1 . 4  ( S .  No. 7). 

1.9. In para 1.44 of their Seventy-Second Report (Fourth Lok Sabha), 
the Committee made the following observations about refunds arising out 
of over-assessn~enls of duty : 

&<The Committee regret to observe that crawler-mounted cranes 
which, in terms of the Board's ruling of February, 1963, should have 
been assessed as machinery were wrongly assessed as conveyance. 
In the result the importer had to pay an extra tax of Rs. 73,905. 
The error was not rectified even when the matter came up in appeal 
to  the Appellate Collector. It also escaped the notice of the Internal 
Audit Department which had checked the claim at three stages-the 
internal assessment, claim rejection stage and the appellate stage. 
The Committee would like to point out that over-assessments are 
quite as objectionable as under-assessments. Government should, 
therefore, take the earliest opportunity to  repair such ommissions, 
if necessary, by acting suo mow under section 131 of the Act". 

1.10. In their reply dated 27-10-1969, the Department of Revenue and 
Insurance have stated as follows: 

"This case is of an exceptional nature and normally such over- 
assessment should not have escaped detection at the appellate stage. 
Even in this case if the importers had chosen t o  come up in revision 
petition, the over-assessment would have been rectified. 



Sub-section (3) of Section 131 of the Customs Act, 1961 provides 
,necessary legal authority for the course of action suggested by the 
Public Accounts Committee. However, it is felt that initiating suo 
nlotu action for refunding amounts collected on over-assessment, even 
though the concerned party fails to avail of the normal legal remedy, 
would to some extent render the provision for seeking revision redun- 
dant. I t  may not also be possible. nor does it seem desirable for 
the Government to provide for a machinery to go into all cases 
where appeals have been rejected so as to find out the probable 
cases of wrong decision involving over-aswmient. 

In this case the assessment had bccn made as early as in 1964 
and the importers, the U.P. State Electricity Board. must have already 
taken the incidence of duty in their costing specially as they did not 
pursue the remedy open to them of filing a revision application. In 
the circumstances keeping in view the observations of the Public 
Accounts Committee in para 2.91 of the 72nd Report, the Government 
do not propose to exercise their powers under Section 131 (3)  
of th- Customs Act, 1962." 

1.1 1. Audit haw offered the following comment> on the Ministry's 
weply above: 

"The Government is competent to decide to invokc or not. Section 131 
(3) of the Customs Act, 1962. ***The arguments containcd in para 
2 of the proposed reply to the Public Accounts Committee were al- 
ready before the Committee before it gave its recommendation vide 
evidence summnrised in para 1.42 on pagc 14 of the 72nd Report. 
In fact, the Finance Secretary had stated that basic justice niust be 
done and that once a palpable over-collection cam- tointotice of Go- 
vernment the Government should be ready to part with it. The refe- 
rence to recommendation of the P.A.C. in para 2.91 of its Report as 
a justification for not resorting to the powers vested undcr section 
131(3) of the Customs Act. 1962 in the case cited is not strictly apposite. 
The recommendation in  paragraph 2.91 of thc Report related to a 
case where the Government gave retrospective cxemption to patent 
and proprietary medicines after the duty levied originally had possibly 
been passed on by the manufacturers to possibly a large number of 
consumers. In that context, the Committee pointed out that by 
the retrospective exemption. the manufacturers would have got an 
unmerited advantage. Tn the case referred to in paragraph 1.44 of 
the P.A.C. Report, the assessee is an Electricity Board in public sector 
and it is highlj doubtful whethcr the incidence of the wrongly lcvicd 
higher duty on cranes imported for erecting machinery and 
plant would have been passed on to the rclevant consumsrs in the 
same manner, as in the case of the medicines, even assuming that the 
excess duty may be of an order large enough to affect the determi- 
nation of the Electricity Tariff. Therefore, a legitimate distinction 
could be drawn between cases where refund is authorised to manu- 
facturers who would more or less certainly pass on the duty to the 

.consumeps and other cases. " 



1.12 The Committee are of the opinion that Government should in 
-appropriate cases refund ex- 00- suo muto whenever 0ver-asm.q- 
mmb specifically come to their notice. TBe law no doabt provides1 legal 
remedies to the parties who are o v e r - d ,  bnt the law a h  provides that 
Government can make ref& volantariIy. Failare of a party to seek legal 
remedies, either throngh inadvertence or igwrace, need not, therefore, 
predode Government from exercisiag their powers mder the law. The Com- 
mittee appreciate that it may not be pwsIble for Government to set up an 
elaborate machinery to gb into all cases of assessment, but where an over- 
assessment does come to notlee, Government shmld make a refmd vo111n- 
tarily, without waiting for the party, to come np before them with a revhion 
-appUcptioa. 

AdjuJiration proceedin~s inlrespert of seized conveyances- 

Para 1.69 (S. No. 9) 

1.13 In para 1.69 of their Seventy-Second Report (Fourth Lok Sabha) 
the Public Accounts Committee had drawn attention to the need to speed 
up adjudication proceeding relating to seized conveyances. The Com- 
-mittee made the following observations in this regard: 

"The Committee note from thc information furnished to them that 
out of 201 cars seized by the various Customs Houses, adjudication 
proceedings arc in progrcss in respect of 117 cars. The Committee 
find that adjudication proceedings in respect of 20 cars have been in 
progress for a year or more. In the case of launches, adjudication 
proceedings are in progress in respect of 26 out of 55 launches which 
were seized in different Custom Houses. The Committee would like 
Government to examine how best the proceedings could be speeded 
up. The Committee would also Iikc action to be taken expeditiously 
for the dispcsal of 14 cars and 6 launches which are awaiting auction. 
Instructions should also be issued to the Costoms Houses to ensure 
that the auction takes place soon after the confiscation proceedings 
are completed and the time allowed to parties for initiating legal pro- 
ceedings expires." 

1.14 In an Action Taken note dated 22-10-1969, the Department of 
!Revenue and Insurance have replied to the foregoing observations as under! 

"The question regarding speeding up of the adjudication proceedings 
in the pending cases referred to by the Committee has been carefully 
examined and necessary instructions issued to the Custom Houses1 
Collectorates of Central Excise concerned rid: letter F.No. 14'4'69- 
LCI(i) dated 17-10-1969. 

Instructions have also been issued to the Collectors of Customs and 
the Central Excise concerned to take action ex cditiously for the P disposal of all the cars and launches which are stil awaiting auction, 
vide letter F.No. 14:4/69-LC1 (ii) dated 17-10-1969. 



Instructions have also been issued to the various Custom Hot~esJ' 
Collectorates of Central Excise asking them to ensure that auction 
should take place soon after the confiscation proceedings are complet- 
ed and the time allowed to the importerlexporter concerned for initiat- 
ing legal proceedings against the confiscation,prder expires, vide letter- 
F. No. 14!4!69-LC1 (iii) dated 10-17-1969. 

1.15 The Committee observe that adjudication proceedings are still in 
progress in respect of 53 cars seized between January, 1%7 and July, 1968 
and 19 launches seized between July, 1967 and July, 1968. Considering 
that the time-limit for finalisiq confiscation proceedings as laid down in the 
instructions of Government is ooe month, the position must be deemed nn- 
satisfactory. In  fact, Government themselves are of the view that adjudi- 
cation proceedings "have been considerably delayed". The Committee trust 
that Government will ensure that the proceedings are quickly finalised. 

It will also be necessary for Government to keep a watch on the disposal 
of all the vehicles in lespect of which confiscation proceedings are finalied 
so that their disposal could take place as soon as possible after the comple- 
tion of the proceedings. 

Incorrect accomtal of excisable finished products and conseqtrent loss of 
revenue-Para 2.58 (S.  No. 21) 

1.16 In para 2.58, the Committee referred to a case where a factoiy 
revised its returns regarding consumption of raw materials without re- 
vising the figures of output. According to Audit, the failure of the Ex- 
cise authorities to check the output of the factory, in the light of the revis- 
ed returns, led to a loss of revenue of Rs. 69,021. The Committee made the 
following observations : 

"The Committee note that the return regarding raw materials con- 
sumed for production during the quarter ending March, 1964 was 
revised by the factory in this case within four months of the submis- 
sion of the original return in April, 1964. The revised return showed 
an increase of nearly 2.5ths in consumption but the Department did 
not ascertain at that stage whether the original figures of production 
reported by the factory were correct and whether the factory was 
liable to pay extra duty. After Audit drew the attention of the De 
partment to this matter in April, 1966, the Department raised a de- 
mand for additional duty amounting to Rs. 69,021 in May, 1967, 
against which the party has gone in appeal. The Committee would 
like to be apprised of the outcome of the appeal. The Committee 
would also like Government to investigate whether any steps w m  
taken by the Department when the party reported increased consump- 
tion of raw materials in his factory to verify if there had been a con- 
sequential increase in output and liability of the fac:ory to duty." 

1.17 In their reply dated 29-11-1969, the Department of Revenue and 
Insurance have stated as under: 

"The appeal was rejected by the Collector. The party has since filed 
a revision application which is now under the consideration of Go- 
vernment of India. 



When the party reported increased consumption of raw materials 
for the quarter ending March, 1964, the matter had been brought to 
the notice of the Superintendent of Central Excise concerned in No- 
vember, 1964, by the Resident Inspector. The Superintendent caused 
certain investigations in the matter. The Inspector of Central Excise 
who was deputed to enquire into the case, submitted his report by a 
letter dated 27-5-1965, in which he expressed the view that on the basis 
of the average figures of consumption of the raw materials, the quan- 
tity of Soda Ash produced out of the same should be about 1,272 tons 
more than what was shown by the manufacturer. It has been report- 
ed that after further consideration of the case, the Superintendent of 
Central Excise concerned closed the case in November, 1965 since he 
felt that there was no documentary evidence against the licensee. 
The question whether the Superintendent was justified in closing the 
case will be examined further after the party's revision application is 
decided by the Government of India." 

1.18 The Committee observe that investigation made by Inspector of 
Central Excise into this case on the basis of revised returns of consumption 
of raw materials in the factory gave him grounds to believe that the factory 
had produced more Soda Ash than it reported to the Excise authorities. On 
this basis, the factory became liable to pay extra excise duty. However, the 
Superintendent of Central Excise did not consider the case fit to be pursued 
further. Government have stated that the question whether the Superinten- 
dent was justified in clwing the case would be examined after the revision 
application is disposed of. The Committee trust that the matter will be 
examined expeditiously and appropriate action initiated thereafter. 

t m s  of Revenue due 10 a1lowit1.e disount on excise du!y 
included in all-inclusive prices- 

Paras 2.68-2.73 (S.  Nos. 22-23). 

1.19 In paras 2.61 to 2.67 of their Seventy-Second Report (Fourth Lok 
Sabha), the Public Accounts Committee examined the question of deter- 
mination of assessable value of commodities where a question of trade dis- 
count was involved. Audit had reported that, in  case of patent and proprie- 
tary medicines, where the assessment of value was being done with reference 
to the manufacturers price-lists, the value had been determined after allowing 
the discount on cum-duty prices, wi hout first deducting the duty-element 
from the prices. In the result thsre was loss of revenue, as assessable values 
got depressed. The Colnmittec made the following observations in this con- 
text : 

"A more important point arising out of this case relates to the ra- 
tionalisation of procedure for determining the assessable value of com- 
modities, where such value is worked out backwards from market prices, 
which include the duty element. It would obviously be necessary to 
.ensure that in such cases the element of discount is applied only after 
deducting from the market prices for element of  duty." 

"The Committee note that, ac~ording to the view expressed by the 
Ministry of Law, an extension of the principle to other commodities, 
the value of which is determined under section 4 of the Central Excises 
ani I Salt Act, 1944, is not legally feasible." 



"The Committee were informed in evidence that Government proposed 
to bring forward a comprehensive Bill to amend the existing Central Excise 
Law in which provisions relating to valuation were likely to undergo a materiar 
change. The Committee would like the Ministry of Finance to examine 
in consultation with the Ministry of Law, whether, at the time of bringing 
forward the proposed Bill, the relevant section could be so framed as to allow 
for the extension of the principle to other commodities." 

1.20 In their reply dated 15-1 1-1969. the Department of Revenue 
and Insurance have stated as follows: 

"The principle has already been extended to patent or proprietary 
medicines. The only other commodity in respect of which similar ad hoe 
discount procedure is obtaining is plastics. It has been decided to extent 
to plastics the principle of deducting duty element from all inclusive pric- 
es of plastics before allowing discounts. The relevant notification No. 
166 62-C.E. dated 1-9-62 relating to plastics is being amended accordin- 
gly. 
The Bill to consolidate and amend the law relating to Central duties of 

excise has since been introduced in the Lok Sabha on 4-8-69 and referred to 
the Select Committee of the Lok Sabha. Valuation provisions are contained 
in clause 10 of the Bill. The clause provides for valuation on the basis of 
the 'normal price', that is to say, the price which the article would fetch on 
a sale in the open market between the buyer and the seller independent of 
each other. 

As desired by the Committee, the Ministry of Law is being consulted and 
the Committee would be informed of the out come or thc co.~sul+ration." 

1.21 The Committee consider it essential to rationalhe the procedure 
for determination of assessable value of commodities, so that anomalies of the 
kind pointed out by them in para 2.68 of the Seventy-Second Report (Fourth 
Lok Sabha) may be eliminated. The Committee note that the Ministry of 
Law is being consulted by Covenunwt in this regard. The Committee hope 
tJmt Government will, on the basis of legal advice, ensure that clasuse 10 of the 
Cenbal Excise Bill is suitably amended, if necessary, so that the procedure for 
dehmination of assessable value is put on a satisfactory footing. 

ReJund oJ Excise Duty excess collected- 
Paras 2.90-2.92 (!?. Nos. 25-26). 

1.22 In paras 2.82-2.87 of the Seventy-Second Report (Fourth Lok 
Sabha), the Committee had examined a case where excise duty erroneously 
collected on patent and proprietary medicines. were refunded to the manufac- 
turers. However, the benefit of refund was not passed on by the manufac- 
turers in a large number of cases to the consumers from whom the duty had 
been collected. In paras 2.90-2.92, the Committee observed : 

"The Committee also note that out of the amount of Rs. 54,939 
collected by the manufacturers from customers in the form of excise 
duty, only an amount of Rs. 6,717 had so far been refunded to the cus- 
tomers, leaving a balance of Rs. 48,221. The manufxlurcrs had stated 
that it may not be possible to locate the customers to whom the balance 
of refund is due. It appears inequitable that while the burden of excise 
duty should have been borne by customers, the benefit of refund should! 
accrue to manufacturers." 



T h e  Committee would like to stress that every effort should be made - 
by Government to assess excise duty as accurately as possible ab initio. 
The incidence of the duty ultimately devolves on the consumer and it may not 
be always possible tc  locate the consumer, if,following an over-assessment, 
Government decide to refund the mounts recovered in excess. In such 
cases a third party gets a fortuitous benefit out of the refund made." 

"The Committee note that the Ministry of Finance are at present exami- 
ning, in consultation with the Ministry of Law, the question whether excess 
collection of this nature should not more approptiately form part cf the 
Government revenues. The Committee would like to be apprised of the results, 
of the examination. If it is legally permissible to retain such excess collec- 
tions, Government could with advantage consider making the funds availa- 
ble in this regard to a Government research organisation working for the 
benefit of Industry and the public." 

1.23 In thcir reply dated 28- 11- 1969, the Department of Revenue and 
Insurance havc, irtrcr trlirr, statcd as follows: 

"The Committee's observation that every eKort should be made 
to assess excise duty as accurately as possible ab itiirio has also been noted 
and action has also been taken to make suitable administrative arrange- 
ments to ensure accurate assessments. In this connection, it may be 
pointed out that the work of initially determining the tariff classifica- 
tion and rate of duty, which was done earlier by officers of the rank of 
inspcctors and sub-inspectors of Central Excise, has now been entrusted 
to gazetted officcrs of the rank cf Superintendent of Central Excise. 
All factories working under the self-removal procedure hake to file a 
classification list before the Superintendent showing the description 
of the goods, their tariff classification and the rate of duty applicable. 
This list is scrutinised by the Superi::tendent and after his approkal a 
copy is given to the factory concerned for determination of duty on the 
goods removed in accordance with the approved list. 

The Ministry agrees in principlc with the Committee's observation that 
it is inequitable that while the burden of excise duty should have been borne 
by customers, the benefit of rcfund should accrue to manufacturers. The 
Ministry has examined the matter in consultation with the Ministry of Law 
in order to find whether this inequity could be removed. In this connection, 
the following t\vo issues were referred to the Ministry of Law for advice: 

(1) Whether it is possible to make a provision in the Customs and Cen- 
rd Excise Acts refusing the grant of refund arising out of wrong 
assessment unless the claimant ensures to the satisfaction of the 
department that the amount refunded would be passed on to the 
ultimate consumer of the goods in question. 

(2) Keeping in view the administrative difficulties involved in re- 
funding the amount collected in excess to the ultimate consumers 
or recovering from them the amounts short collected, whether it  
could be provided in law that where assessments have been made 
as a result of an established practice, there should be no refund of 
excess levy or recovery of short levy. The idea behind this sugges- 
tlon was that the manufacturers should neither get an unintended 
tmefit nor suffer an unintended hardship. 



Ministry of Law have advised that : 
$(a) It is legally open to Parliament to  make a provision, somewhat 

on the lines of section 14A of the Orissa Sales Tax Act and section 
23-B of the Rajasthan Sales Tax Act, to the effect that refund 
of the excess collection can be claimed only by the person from 
whom the manufacturer'importer has actually realised it; 

'(b) I+ is not legally feasiblo to deny the refund of any amount collec- 
ted in excess of what has been prescribed by law; any p r o e m  
denying such refund on the ground of established practlce 1s ha- 
ble to be struck down as not only arbitrary but unreasonable. 

A provision on the lines of section 14-A of the Orissa Sales Tax Act 
.or section 23-B of Rajasthan Sales Tax Act would hardly meet the point which 
the PAC has in view . The manufacturer has transactions directly with the 
consumers only in limited types of cases-either in the case of producer goods 
which he sells directly to other processors or in the case of sales to Govern- 
ment bodies, DGS&D etc. In a large majority of cases, where the common 
man is concerncd, the distributive trade intervenes between the manufac- 
turer and the ultimate consumer. A provision like the one in Orissa and 
Rajasthan Sales Tax Acts would enable the selling agents, wholesalers or re- 
.tailen to get the refund instead of the manufactuser getting it. It would be 
no consolation to the Government or to the common man if instead of the 
manufacturer the distributive trade makes a fortuitous profit. 

Besides, there are formidable administrativc difficulties in refunding the 
amounts to the actual consumers. It is not easy to locate the numerous ulti- 
mate consumers of the goods who have borne the incidence of the excise 
payment; apart from the practical difficulties of locating them. the adminis- 
trative cost of refunding small amounts to each of the numerous consumers 
would be quite disproportionate to the amount of refund involved. Even 
the precise amount to be refunded to each consumer is difficult to work out. 
The situation in the case of excise duty is quite different from the one obtai- 
ning in the case of sales tax. In thc case of sales tax, the transactions are 
as between the dealer and the consumer and thc amount of sales tax paid 
is distinctly shown on the cash memo. In the case of excise duty, the goods 
after clearance from the factory may lose identity because of subsequent pro- 
cessing or may be traded in through a chain transaction. At the stage of 
sale to ultimate consumer. it may not be possible in n m:ijor~ty of the cases 
t o  separate the duty element from the consumer price. 

There is yet another aspect to be considered. Assunling that we may 
make a provision in the law that the excess collection should be retained by 
thc Government and made over to the research organisations, the amounts 
that could be so made available would gradually dwindle as no manufactu- 
rer would have any incentive for making and establishing a claim for 
refund. Where the research work is necessary, a better course would be that 
the Government should continue to provide for it from out of Consolidated 
Fund of India. 

Finally, the Ministry has to reckon with the possibility that if the sugges- 
'tion to refuse refunds to the manufacturers in respect of higher duties errone- 
ously paid is accepted, it may put enormous powers in the hands of assess- 
.ing officers at comparatively lower level which might lead to corruption and 



harassment of th: assessees. NO assessee would like to pay higher duty in the 
first instance and then rib% consequential refund being refused if at a later 
itage it is decided that lower rate of duty was actually payable. 

Considering all the foregoing factors, the Ministry, while appreciating 
and in principle agreeing with the Committee's observation that a third 
party should not get a fortuitous benefit out of the refunds made, has comc 
to the tentative conclusion that it is administratively impracticable to ins~st 
on refunds of excise duty being passed on to the actual consumcrs and in dc- 
hult  thereof to appropriate the refund5 and spend it for industrial research. 
Since in any case the acceptance of thc recommendation would involve a 
\tatutory change in the C e n t ~ l i  t . \ i~>~  Law and the Central Excise Bill is 
:l[rc.ad! bef\~rc the Select Committee of the Lok Sabha. thc Ministry would 
like to place thc Cornmittcc's suggestion bcfore thc Select Committcc so thal 
the latter can go into the matter further in consultation with thc trade and 
111d ..try and if neccssary suggest a suitable provision for inclusion in the 
Rill." 

1.24 The Coinmittce note thc follnwmg views cxpresscd by Audit on thc 
i.;\u,:\ r:~i\crl in  the forcgoinp: reply of the Department of Revenue: 

"Section 14-A and 23-8 of Orissa and Rajasthan Sales Tax Acts 
respectively do not appear to bc relevant in the context of thc recommen- 
dations of the Publrc Accounts Committcc as thcsc sections providc 
i'or the refund of tax to thoce persons from whom the dcxlers I-ecovercd 
1 he tax. 

It would hc bcttcr if Government cnuld consider the provision? 
contained in section ?7( I )  of Bombcy Sales Tax Act, 1959 as according 
t i )  this scctio ?. Government would ft'l-fcit the tax collected in excess bv 
:I dcalsr in contravention of the prcn11uk81:\ of the Sales Tax Act. Fur- 
!her there is no provision in this law :'!,;- the refund of thc ta l  so collcc- 
rcd i n  cscr.s\ ;lnd forf'ei[:.ti to Ciovcrn*ncnt and cnnscqucntlv thcrc would 
hcnnrisk of the niant~f:icturer or the distributi\c tr:idc c t t ing  
gr:ituitous bcricfit." 

1.25 The Committee would like Government to consider whether, as 
sugqested by Audit, it would be possiblc to incorpxate a suitable provision n 
the Central Excise Bill on the iines of Section 37(1) of the Bombay Sales Tax 
Act, so that Trade does not get forutuitous benefit of excess collectionr of tax 
realived from the consumers. 

1 .X In para 2.105. the Committee r;liccd the question of competetm 
of the Executive to convert an rtd vcrlorprti rate of duty lixed by Parliament 
inlo a specific duty. The Committee made the following obwvations: 

"Thc Committcc note t1i:~t in excrcisc of their executive nn\rrr% 
Government changcd n n  oti ralor'wl duty fixed by Parliament Ink) ~i 

specific duty. Subsequently when the rate of ad ra /o ren~  duty was en- 
hanced by Parliament (from 20 per cent to 30 per c-nt). thc specificrate 
of duty earlicr fix& by Government remained unchanged. During the co- 
urse of evidence the Commi~tcc wcre informed that the question-whether 

3105 (Aii)LS-2. 



Government had necessary powers to convert an ad valorent duty fixed' 
under the statute into a specific duty by notification was k i n g  referred 
to the Attorney General for opinion. As an important qaestton of prin- 
ciple is involved, the Committee would like to be apprised of the opi- 
nion of the Attorney General on this issue." 

1.27. In their reply dated 28-1 1-1969. the Departmeht of Revenue and 
lnsurance have stated : 

"Observations of the Public Accounts Committee have been noted 
and necessary action has been initiated to refer the matter to the Attor- 
ney General for his opinion." 

1.28. This case involves an important question namely whether the Execu- 
tive has power to convert an ad valorsm duty fixed under a statute into a specific 
duty. More than a year has elapsed since the Committee were informed that 
the matter was being referred to the Attorney General for opinion. The Com- 
mittee regret to note this tardiness in the Department. They desire that it should 
be referred to the Attorney General witi~out any further delay. 

Intc~rnal Audit Organisation for Ctwtrd Excise- 
Purr1 2.123 (S .  Ao. 29) 

1.29. 111 paras 3.1 10-2. 121. the Committee had considered a case in 
which wrong clacsificn:ion of postcr paper resulted in an under-assessment 
of Rs. 5.86 lakhs in seven Collectorates. By the time the mistake was 
detected, the demand could not be raised in most of the cases because of h i -  
tation. 

1.30. Commenting upon the case. the Committee made. i r i~er  dia, 
the following observations i n  para 2.113: 

"Another disquieting feature of the case is that most of the omissions 
in classificatii~ns came to notice only after Audit pointcd them out. 
This indicatcs that the internal checks cxercised in the C'cntral E~c i sc  
Department are not very cllcctive. The Committcc have repeatcdly 
drawn attention to the inadequacy of the Internal Audit Organisation 
in the Central Excisc Department. In  paras 3.27-3.28 of their 24th 
Report (Fourth Lok Sabha). the Committcc ( 1967-68) desired that 
Government should take an early decision on thc qucstion of setting u p  
an independent Directorate of Intcrnal Audi.t which would bc common 
to all Revenue Departnxnts or alternatively a scparatc Directoratc of 
Internal Audit for Central Excise. 

The Committee would like early action to bc taken on this suggestion." 

1.31. In their reply dated 27-10-1969. the Department of Revenue and 
Insurance ~ a v c  > t~ ted  as f~llows: 

"The Scheme formulated in 1965 for setting up an independent 
Directorate of Audit had to be deferred on grounds of economy. The 
'Self Removal Procedure' Scheme has been made applicable to all 
the commodities (except unmanufactured tobacco) liable to Central 
Excise duty with effect from 1-8-1969 As a result of this major reform 
in the system of excise control the scope and functions of the Internal 



Audit Organisation may have to be redefined and will be fixli  cd after 
the 'Self Removal Procedure' Scheme has functioned for some time. 
The Staff Inspection Unit in the Department of Expenditure is worki:g 
on the composition of Audit parties." 
1.32. In their successive reports, the Public Accounts Committee have 

drawn attention to the inadequacy of the Internal Audit Organisation in the 
Central Excise Department. The introduction of the 'Self Removal Proce- 
dure' lends added importance to the need for a vigilant Internal Audit. The 
Committee trust that Government will take necessary steps to strengthen the 
Organisation not only in terms of numbers but also in respect of quality of 
work, by streamlining its functions and procedures. The Committee would 
like to watch the effectivenes of Internal Audit's performance through future 
Audit Reports. 

1.33. I n  para 2.137, theCcmmittcc had drawn attention to the fact thnt 
ccrtliin varieties of controlled cloth assessed at conccssional rates of duty 
hac! been diverted for industrial use, resulting in an abuse of the concession 
which was intended to benefit the common man. Thc Conimittce observed: 

"The Committee observe thac the intention under!ying t!ie Gov- 
ernment Nutific:~tion of February, 1965 was to gitt a concession (50 
per ce~lt reduction i n  b 2 . k  excise duty) on ccrtain varieties of cantrolled 
cli~th which were 1)cing used by the common mar.. This concession was. 
howe\.cr. abused hy diversion of fahl-ics asso;scd at concessional rates of 
duty to industrial uscs. In the result, these fabrics escaped duty to the 
tunc of RI. YY.!97. Thc Committee would like the Ministries of' Indus- 
trial D~.vclop:nat ,  Intcr~ial I'radc and Company Alhirs and Finance to 
go into the working of the scheme and take stc;.s to ensure thnt the fah- 

. . ' .  ,isicsscd t,> duty :it concessiond rates are not di\.crted to industrial 
use. 

I . .  In their rqdy d:~ted 28-10-1969. the Ministry of Fi %ante (Depart- 
:net11 of' Rrvcnt~e and 1nsur:incc) stated thnt the ahovc aspect has been exa- 
mined by them i I co:lwltation with the Mir.istry o f  Foreign Trade and Supply 
who wcrc ct):~cerne(I with the eilforcemcnt of Tclrtilc Control Orders. The 
factual position was as follows: 

"It w ~ . i  with a \.icw tn providc a check qains t  diversion of thosr. 
co!itrl~llc,i vrtrictir\ of  cntt,\:l hbric.; which IIIT whjected to prefcrenhl 
rate\ of Central Excise dut,, for production of indlrstrial goods that ac 
tion was Lukzii by the Textile Commissioner to i suc  :I circular letter No. 
CC Tech Fol 15 dated the.37th February. 1965. In t l i~s circular letter 
thc composite mills were .$irccted that controlled catcgorics of cloth 
which arc be~ng further p r ~ a x s s d  for any industrial purpose are not 
0 h.: p r ix - s  .!mp:j : ~ i i t l  ea'11 piec<. of s ~ ~ c h  clo h to b: drlivcrcd lor: 

indust .' u ,e has to be clearly marked 'For industrial use only-not 
for sale'. 

The question as to what further measures c d d  be taken to prevent the 
above type of diversio.1 has been carefully examined. The Ministry of Com- 
merce (now Fareign Trade and Supply) are of the view that in thc absence 
of any control over t$e distribution of cotton fabrics it would bc exceedingly 



difficult to prevent any diversion whatsoever. In~ioduction of any such con)rol, 
that Ministry are of the view, would entail a very complex and expensive 
enforcement machinery in respect of the vast textile trade spread all over the 
country. Such a step is also not considered by them to be worthwhile in view 
of the fact that 3 of 5 types of controlled fabrics, namely. 'saree', 'dhoti' 
and 'shirting' could hardly be used for industrial purposes. 

The feasibilitv of preventing such diversion by making a suitable pro- 
vision in the notification prescribing preferential rates of duty for control- 
led varieties of cotton fabrics has also been examined. Such a provision 
even if made has not been considcred to be enforceable for the fallowing 
reasons : 

(i) The rates of duty prescribed for cotton fabrics are leviable on thc 
basis of the form in which the goods are presented for clearance. 

;ii) If the rates of duty are made dependent on the end use of cotton 
fabrics it would require follow up the duty-paid clearances, 
which is not practicable. 

,... 
j111) Even if the rate of duty is made dependent on the end use and even 

if the controlled varieties of cotton fk~brics cleared on payment 
of concessionnl rates of duty ar t  eventually found to sonle later 
stage to be used for industrial purpose it would be difficult to dc- 
cidc as to who w c ~ ~ l d  be liable to pay the due amount of duty. 
This diff~culty will arise because  he nyanufacturcr ceases to have 
any control after thc goods have passed out of his h:~nds and thc 
indudrial ubcr will plead that the question of his being liable to 
pay dut!. on the goods rn:~nuf:~ctured by sumrunc else docs not 
arise. 

On account of the above cunsid:rations. it has nut been possible to do 
'mything mire than to draw the attcnliun of the Central Excise Oflicers to 
thc Teutiic Conlmissitrner'~ circular rcferred to above and to caution them 
to be vigiiant that fabrics marked fur 'lnduslrial usc ilnly-not for sale' 
are not allowed the benetit of concessional rates of duty." 

1.35. The Committee are not happy that Government are unable to evolve 
a procedure to check abuse of duty concessions on controlled cloth. They 
hope that Central Excise O:ficers would keep a vigilant watch, so that 
diversion of controlled fabrics assessed at concessional rates to industrial use 
is prevented and differential duty chargcd where such diversions come to notice. 

Cbsure of Spinning Millr --Prim 2.169 ( S. No. 30) 

1.36. Drawing attention to the closarc ai' a na ,nxr  oi  sjt.t,lr.l: n~il ls  
in the country.  he Public Accounts Committee had ca l ld  for an cxa- 
mination of the tarifl' structure on cloth. In prlra 2.169 of thz Sevenly- 
Second Report (Fourth Lok Sabhal, the Committee obscrvcd a.; foil ows: 

"The Committee arc con,::rn:i ovzr thc closurc of :I\ many as 28 
spin ling mills in different plrts of the ~~~~~~~y. Yarn pro1u:tio n has 
in consequcncc bstn progreiiively coming dow,~.  th: projuction,  
which was 961.8 million K g .  in 136.1.. slump?d to 835.5 million K gs. 
in 1967. While the Committc: wcognis: thst tn: clo;,.lr: of mills 
ha5 been the result of a vari-ty or factors an3 tha! it misat be di ffic ult 



to assess the extent to  which this situation.was caused by the growing 
burden of the duty on yarn, they d o  feel that the matter needs serious 
and immediate attention. The Committee note that Government 
are at present examiniiig in detail the question whether thc existing 
structure of tariff on cotton fabrics needs any change. The Com- 
mittee would like to be apprised of thc result of the examination and 
the action taken." 

1.37. In  their reply dated 30-10-1969, the Ministry of Finance have 
stated as follows: 

"The tariB structure on cotton yarn and cotton fabrics was examined 
in detail at the time of 1969 Budget and the following changes were 
introduced with effect from 1-3-1969: 

(a) Cotton fabrics : 

ti) L c ~ y  of a 1 z~alorcni duty at 15"; subsequently reduced to 74 y , ,  
ad rulorcrn in rcspect of cheaper v'triet~es manufactured bv the 
mill sector and to two-third of the effectwe rate in res,,,L~ of 
fabrics produccd on powerlooms in lieu of specific rate5 of duty 
on certain selected and casilv identifiable varieties of fabrics of 
morc soph~st~cated nature such as (1)  su~ting: (2) tussors; (3) gaber- 
dine; (4) tapestry; (5) carduroy, etc., whcre the incidence of duty 
earlier was low. 

(ii) Levy of a printing surcharge at 5 paise per squarc metrc on super- 
fine and fine fabrics and 1.5 paise per squarc metre on medium-A 
and non-controlled categories of medium-B and coarse fabrics. 

(iii) Abolition of prcy stage fabrrc duty of 2.5 paise per squarr 
metre and reduction of 5 puke pcr square metre in processing 
surcharge on mcdiurn-A fabrics. 

(iv) Abolition of grey stage fabric duty of 1.5 paise per square metre 
in the cnsc of non-controlled category of nwdium-R and onc paise 
per square metre in the case of non-controlled category of coarse 
fabrics and reduction of 5 paise per square metre in prc~sssing 
surcharge of these fabrics. 

(v) Rationalisation of duty structure on fcnts: and 

(vi) Ihubling of compoundcd rates of duty on powerloom fabrics. 

(b)  Conon yarn: 

(i) hank yarn normal!,, used hr hmidhorns 

(1 )  duty on yarn of counts 34 N.F. to 40 N.F. (higher fine va- 
riety) which was 40 paise per Kg. was wholly exempted: 

(2) duty on yar*. nf counts 40 N.F. to 51 N.F. (lower super-fine 
variety) which was 65 paise per Kg. was reduced to 40 paise 
per Kg. 



(ii) yarn 'in other ,forms' normally used by powerlooms; hosiery cfc. 
(1) differential between 'sized' and 'unsized' yarn was abolished. 

though the duty on unsiled yarn of some counts in th: fine 
and superfine categories was increased; 

(2) further relief of 3 paise. 5 paise per Kg. respectively was 
granted with effect from 29-4-69 on yarn normally used for 
weaving coarse. medium-B and medium-A fabrics. 

(iii) yarn consumed 1 ~ .  composite mills 
Reduction in the coppounded duty by 2 paise per square metre 
in the case of superfine and fine fabrics. 

These measures were expected to stimulate the offtake of fabrics and 
yarn both from the mill as well as the decentralised sectors of the cotton 
textile industry." 

1.38. The Committee observe that changes have been made in the tariff 
structure on cotton yarn m d  fabrics with effect from 1-3-1969 with a view to 
stimulating the offtake of fabrics and yam both from the mills and decentra- 
lised sectors of the cotton textile industry. They trust that this will improve 
the position of the spinning mills in the country. The Committee further 
trust that Government will take from time to time such measures as become 
necessary for the rehabilitation of the spinning milli in the country. 



C H A P T E R  I1 

%ECOMMENDATLONSlOBSERVATIONS T H A T  HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Remmmeadation 

"The Committee trust that, in the interest of export promotion. 
Government will give continuous attention to the question of  extending 
,the scope of drawbacks. It would also help the cause of  export promo- 
tion if Government could ensure that the procedures for payments are s o  
streamlined a s  t o  make payment of drawback amounts t o  exporters pos- 
sible within two weeks of delivery of export manifest, as  suggested by 
Drawback Enquiry Committee." 

(S. No. 1 of-Paragraph 1.9) 

Action Taken 

In regard t o  extension of the scope of drawback, the Government of 
India have accepted recommendation (No.  4) of the Drawback Enquiry 
Committee report that the normal policy should be t o  allow drawback 
on all commodities. while reserving the right t o  notify any goods which 
would not be entitled t o  drawback. The guidelines contained in recom- 
mendation No. 3 of the Drawback Enquiry Committee for denial of draw- 
back ziz. 

( i )  where it appears that the goods are likely to  b: smuggled back 
into India; 

( i i )  where the amount of d r a w b x k  is negligible: and 
( i i i )  where it would n ~ t  otherwise b- in th? public interest t o  allow 

draw 'nrk  i:i res?xt  of a particular commzdity; 

have also been agreed to. 

S o  far settlement of claims within two wecks is concerned, the recom- 
mendation of the Drawback Enquiry Committee in this regard has been 
considered by the Government and it has been decided that drawback 
claims should be finalised within one month from the date  of wbmission 
of the relevant export manifest. Instructions have already been issued 
t o  the field formations impressing upon them the need t o  settle drawback 
e l s i n s  -xpoditiously. The procedures in  the  Cus tom Houses for scrutiny 
of claims dnd payment of  drawback are  constantly under review in con- 
sultstion with the Collectors-with a view t o  streamlining the same so  a s  
t 9  remove the  b>t  lcnecks tha t  create h o l u p  and result in delays. The 
recommendations of the  Public Accounts Committee have also been brought 
to their notices. 



Since the number of drawback claims are increasing day by day with, 
the present emphasis on cxport. a constant watch is being kept on staffing. 
position for periodical rcvisw. 

This has been vetted by Audit. 

[Ministry of Finance (Deptt. of Revenue) 0.M: F. No. 7,'41169-coord. 
dated 19 -9- 19691. 

Further Information desired by the Action taken Sub-Committee 

Please state- 
whetlici. any programme for extension of scopc of drawbacks 
to commod~ties not now eligible, therefore has bcen dnwn up 
i-1 th - light of Gnvcmmcni '~ acccptrir-cc of the recommcndatioa; 
and 

ahcn the cktcnsion of drawback to other commodities be comp- 
leted. 

Government's Reply 

Under thc existing provision of the Customs Act, 1962, the Gov<r.l- 
ment may. b: a notification ill  the Official Gazette direct that dl-awb:::.k 
shall be allowed in respect of goods of any class or description manufac- 
tured in India using duty paid materials. A large number of manufactured 
goods eligible 13 such drawback of duty on the use of duty paid IIW~L'; .LIIS 
are already covered under thc existing notifications. New products and 
appropriate ratcs of drawback arc notified after i~.: c.rlq:.'l-y on receipt 
of applications from exporters and ~nanufacturing conczrns ~ntrrestcd in 
the exports of thc products. Copies of Press note datcd 2-4 69 and Public 
notices in this connection issued by the Custom Houses a5 1-cr instructions 
issued hy this Ministry arc enclosed. 

(O.M.F. No. Misc 93 69 -DBK dated 12-12-1969] 

PRESS NOTE ISSUED BY THE MINISTRY OF FIYANCE. 
DPPARTMENT OF KEVENUE & INSURANCE ON 2 4 l9u9 

The Union Govcl-nnwnt has decided to simplify and strcamline the 
procedures relating to the determination of thc rates of drawback and the 
processing of the claims and making payments. The Government had 
set-up an inter-ministerial Enquiry Committee of officials in this connec- 
tion. Thc Drawback Enquiry Committee comprehensively reviewcd 
the legal, procedural and administrative arrangcmcnts for thc working 
of the custoins and central excise duty drawback system. Their reconlmen- 
dations have been considered and most of the recommendations have 
been accepted. Representatives of the trade who are concerned with cx- 
ports were also consulted. 

The procedures for calculating the drawback rates will now be simple. 
Instead of the earlier detailed nleticulous calculations, drawbacks, in a 
large majority of cases wculd be determined for an industry as a whole 
cn thc basis of tne ratlo that the duty, paid on the materials contained in 
the manufactured product bears to the export value of such product. Where; 



it is more convenient, the duty incidence would be determined with re- 
ference to the average proportions in which the raw materials are generally 
Used in the industry, the value being derived from statistical data. 

A major simplification achieved is that the information which would 
be required from the manufacturers'industries would be mainly about the 
raw materials generally used in the manufacture of the export products 
and the manufilc:r~l-ersiindustries would not have to furnish volllminous 
information as required at  present. 

If, in isolated cases, the rates determined in accordance with these 
procedures are lower by mGre than 25"O of the duty incidence borne by 
p;lrticular manufacturers the matter would be reinvest~gated and appro- 
prlate reliefs would be afforded. 

Among the more important recommendationt, accepted, is the pro- 
posal that drawback shculd be allowed on consumable stores and cnm- 
pment partr of machinery progressively and complctcly consurned within 
relatively short pcriods durlng the process of manufacture of the export 
goods. Steps to amend the Customs Act add the Central Excisc Act with 
a view to provide for the proposed additional benefit lo the cxport trade 
will be taken. 

The ratcs of import o r  Central Excisc duties prevailing immediately 
aftcr thc introduction of the Finance Bill. or  its enactment, will be ndnptcd 
for the purpose of detcrmining the drawback due and the Drawback rate> 
will be rcvicwcd to take account of any changes. Thc revised rate 
will come in'o effect thrcc months after presenlation of the budget i l l  
which the changes are mlde. 

Thcre is to bc a Dircctos of Drawback in the Ministry of Finance, 
Rc\enuc Department at Dclhi for detcrnmining the rates at which draw- 
back is to be paid. A standing Committee under the Chairmansliip of 
the Director of Drawback with represcntativcs of the Dircctx of Export 
Assistance, the Comptrullcr and Auditor General, Techanical Develop- 
mcnt, will formulate the principles that should govcrn rate fixation, uithin 
the broad frame work of Government's policy. The Committee will 
also sort out any problems that might arise in the course of drawback rate 
fixation. 

It ha5 also been decided that customs drawback and central rxciw 
rebate will be disbursed by one authority, that is, the Collector of Customs. 
The procedure in this behalf will be further streamlined so that, as far as 
puisible, claims are settled a month of the receipt of the relevant h p , '  
manifest. 

While reserving the right to exclude any goods, the normal policy of 
the Government would be to allow drawback on all export goods manu- 
factured with customs and central excise duty paid materials. Dra\v- 
back may be denied wherever it appears that (i) the goods arc likdy to be 
smuggled back to India, (ii) the amount of drawback payable is negli- 
gible compared with labour for determining thc same or  (iii) where it 
would not otherwise be in the public interest to allow drawback in respect 
of a particular commodity. 



The Directorate of Drawback would review the schedule of items 
with regard to which the drawback is now being given on exports and 
would take early steps to make the list more exhaustive. For this purpose 
a suitable public notice will be issued by the Director of Drawback for the 
information of the intending evporters manufacturers inviting applica- 
tions from them for fixation of drawback rates in respect of such commo- 
dities no at present included in the current list. 

Steps will also be taken to revise the current rates of drawback in ac- 
cordance with the new methods proposed to be adopted. The rates of 
drawback fixed earli-r will continue to remain in force till they are revised. 

MOST 1MMEDlATE 

GOVERNMENT O F  INDIA 
MINISTRY OF FINANCE 

DEPARTMENT OF REVENUE AND INSURANCE, NEW DELHI. 
rhc 26th A p d .  196316. Vnisakha, 1891 

From 
Shri M. Ramachandran. 
Director (Drawback) 

To 
All the Collectors of Customs 
All the Collectors of Central Excise 

Sir, 
Subject:-The Customs and Central Excise Duties Export Drawback 

(General) Rules, 1960-Filing of statements 1 to V-Ques- 
tion regarding. 

The manufacturers'exporters desirous of fixation of rates of drawback 
for their products are generally submitling data in statements I to V, in 
duplicate, to the various Cu~tom Houses and Central Excise Collectorates' 
direct, under whose jurisdic.;~.~ Lie faclory IS situated, for verification of 
of the data. 

I t  has been decided that with effect from 15.5.69 all manufacturers/ 
exporters may submit the data in the revised proforma enclosed, in tri- 
plicate, direct to the Ministry of Finance (Department of Revenue & Insu- 
rance), New Delhi and the verification of the data need not be initiated 
by the Collectorate unless so desired by the Ministry. 

A public notice may kindly be issued under intimation to the Ministry. 

Yours faithfully, 

Sd 1- (M. Ramachandran) 
Director (Drawback) 



Co y, with 20 spare copies forwarded to the Director (Export Assis- 
tance), Rinistry of Foreign Trade and Supply, New Delhi for information 
and with the request that suitable intimation to the Export Promotion 
Councils may be issued. 

For Director (Drawback) 

PROFORMA 

......................................................... I .  Name & Address of .  
................................................................ manufacturer. 

2 .  (a) Description of Export Product. ............................................ 
with complete specification, if any. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

(b) Corresponding Serial No. 
in Vol. 11. Section I1 of 
the import Trade Contrvl. ............................................... 
Policv (for Repd. Expor- 
ters) April, 1969- March. 

.--,A IYIU. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3. F.O.B. crport value per unit* .................................................. 
4 D t s c r ~ p t ~ o n  of mater~ala'componentb used rn the manufacture ~n the followmg 

fc rrndt:- 
- - -  - -  -- -- - . . -p --- -- 

SI. Description of Material Quantity used in the manufacture of---- 
ho. 

unit* of the export prodwt, with complete spwi- 
tication if any. 

1 
I -- - - -- 

IMPORTED INDIGENOUS - -- I-- --- ' Quantity I C.1.F." / Quantity 
value/Pur- : , Ex-factory+* 
chase pri- ; 1 prix(ex- 

' ces. clud~nq 
C. E. duty 
if any pur. 
chase price , 

Palce -- 
Date 

*indicate No.. pieces, weight. measurement or  other 
convenient unit. 

-*Stirke out whichever is not applicable. 



2 : 

Recommendation 

I t  is nearly fiw years since the Public Accounts Committee urged 
Government to strengthen and improve the working of the Internal Audit 
Organisation. This has not yet been done. The Committee desire that 
the reorganisation scheme be finalised and impelemented without further 
delay. 

[S. No. 2-paragraph 1 .I31 
Action Taken 

Following the recommendations of the Customs Study Team, the 
question of rcorganising the Internal Audit Department of the Customs 
Houses was examined and orders implementing the dccisions taken thereon 
have been issued in March, 1969 (A copy of the order is enclosed). 

2. Under the new sct-up of the lnternal Audit Department, the audit 
of calculstions has now been entrusted to a higher level of primary w o r k c ~ ~  
(Upper Division ClcrLs). Thc number of Upper Division Clerks for 
auditing the documcnts has also been increased. 37 additional posts sf 
Upper Division Clerks and 19 posts of Upper Division Clerks in lieu of 
19 posts of Lower Division Clerks have been created. With a view to 
improving the efficiency of audit. Appraisers have been inducted at  the 
technical supervisory levels. For this purpose, 13 posts of Apprasers have 
been created. 

Sd - 
(M.G. Abml) 
Join1 S C C T L I L I ) J .  

[Ministry of Finance (Deptt of Revenue) O.M.F. No. 7 41,'69-coord. 
dated 11.8.19691 ---- 

F.No. 2,'55 68-Ad. I V  
GOVERNMENT OF lNDlA 
MlNlSTRY OF FIUAVCE 

DEPARTMENT OF REVEh i L b INSURANCL 

New Delhi, dated the 1st March, 1969 
From 

Shri T. Ramaswamy, 
Under Secretary to the Government of India. 

The Collector of Customs, 
Bombay Calcuth 'M adras. 

Sir, 
Subject:-Customs Department-Strengthening of the Internal Audit 

Department. 

In pursuance of the recommendations Nos. 121 and 123 (paras 8.32 
and 8.33 respectively of Part 11 of the Report) of the Customs Study Team, 



the question of strengthening the Internal Audit set-up in the Cus om 
Houses has been examined and it has been decided that the lntzinal Audit 
Department should be reorganised with the complement of staff as de- 
i h d  below :- 

- - -- - - . . - -. . -- - -- 
S. POSTS CUSTOM HOUSE 
No. -- ---- 

BOMBAY CALCUTTA MADRA 

. Officc Supcrintendcnt 1 1 ! 
3. Dzputy Office Supxin- 

tcndent . . 7 5 3 

-I. llppcr Divicisn C!crk 97 64 40 

5.  L:)wcr Division Clerk 13 11  7 

2.  With a view to achieving this target, I am directed t.) say t ln t  the 
PI 2,ilcnt is plcxed to sanctiorl:- 

( a )  the crc:ltion of 13 lcrnpxary poiti of Appraisers and 56 tempo- 
rary p.1st5 ,~f  Upjxr Division Clxks (:is indicsted in c ~ l u m n s  ( 3 )  
and (4) respectively of the Table below) on the uwal scales of pay 
and allowances ; 

i b )  the nbalition of 19 tc-nmrary p x t s  of L:)wc~ Division Clerks as 
indicated in co1u:nn ( 5 )  of the Table bclnw; 

( c )  the p x t s  of Lower Division Clcrks indicxte,l in Column (5) o f  
rhc table below h d l  stmd aholishcd with effect l'mm the date(s) 
;I correspondin? number (1s p ~ ) i t i  in the praclc nl' Uppcr Division 
Clcrks as indicated in Column (,-I) are filled. I the c.tse of Cal- 
c ~ t t x  C L I S ~ . . I ~ ~  HJJS':. the one L'Yc.%C P ~ i t  of l o w ~ ~  Divisinn Clerk 
sliall staild ab.>iishcl witil effect from the date t!le post 01' t!:c Last 
Upper Division Clcrk ;is indicated in Column (4) of thc table bc- 
low is lillcd: 

TABLE 
- 

-- - 
Tota! : 13 56 I9 

-. 
~ - .  -. . - -  - - . .. -- - 

1. Th.2 ~ r - I : 7 . l i l ~ r e  in\qIv:j sll:, I!.! h' ,11:: !'r,>.n within th.: jr , lnt  t.3 h- s.in;tioned 
I(,r voul .'., t.1 . I  Ilouse f ~ i  the year 1969-7;) 



4. This issueswith theconcurrenceof theMinistry ofFinance(l3epartmcnt of Expendi. 
ture), ~idctheir U.O.ho. 519, F k;0&9.dafcdtht31d February. 1969. 

5. Further instructions regarding deployment or thestaff will issue shortl~. 
Yortrs jairlrjrtlly 
( 7. Ra117as 11.un7.1') 

i/~r(lcr Sccre~ar~ .  lo t l e  GOPC~IIIIIPIII  (11 I d  N.  

Recommendation 

The Committee notc that demands amounting to Rs. 2.12 lakhs rais- 
ed in six cases towards countervailing duty on components and accessories 
of a n  ice making plant have not yet been received. In four other cases 
demands could not bc raised due to limitation. The Coin~nittee note 
that the question whether ice making plant and other refrigerating and ail;- 
conditioning machinery attract countervailing duty is under the cons-  
deration of Go\ernment. As the matter was raised by Audit in June. 1965 
the Committee arc not able to appreciate why a decision has not yet been 
taken in the matter. The Committee need hardly stress that Gnvernn~ent  
should issue necessary instructions in the matter in consultation \\ith thc 
h4inistry of Law and Comptroller and Auditor General of India without 
further delay. 

The Committee notc t!u( the Custom HOUSC is being asked by the 
Board in this case to fix responsibility for the ornission to circulate certain 
instructions issued by the Board in October. 1962, They would like to  
be informed of  the action in the matter. The Committee would also like 
a fool proof procedurc to be evolved whereby important instructions are  
brought promptly to the notice of  a11 those entrusted with the duty of ap- 
praising goods for custon~s duty. 

( S .  Nos. 3-4 paragraph 1.19- 1.20) 

Action Taken 

I .  A decision has since becn takcn in consultation \vith the hli~~~h!r! 
of Law and the ofice of thc Co:nptroller : ~ n d  Auditor Gcncral. A r.,p> 
of the Tariff rulilig issued on thc subjcct is crdosed for the inforrn;~t~,ln 
of the Committee. 

2. The Collector of Customs & Ccntrd Excisc in charge of the 
concerned Custom House has becn instructed to fix responsibility fi)r the 
omission to circulate the instructions of October. 1962. His  I-cport re- 
garding the action takcn i i  still : ~ w ~ i t c d .  The Committee ail1 ' : i.lformed 
of the x t i o n  txken in the matter as soon as possible. 

3. The Directorate of Inspection, Cubtorn, and Central Excise have 
evoived a revised procedure, in consultation with thc major Custom Housch, 
to  ensure that all important instructions are brouglit promptly 10 the notice 
of the concerned staff. This will ensure, in addltioa to uniforniity in pro- 
cedure, the prompt receipt of ali important orders and instructions by those 
entrusted with the duty of appraising goods for assessing then1 to customs 
duty. 

(Ministry of Finance (Deptt. of Revenue) O.M. No. 2'18 69-CUS (TU) 
dated 11.10.1969 



F. NO. 2118169-CUS (TU) 
F. NO. 15124169-CUS(TU) (Vol. Ill) 

CENTRAL BOARD O F  EXCISE AND CUSTOMS 
New Delhi, the 30th September, 1969 

From, 
T'.S. Swaminathan, 

Under Secretary, 

The Collector 0" Cus+o-ns, 
Bombay 'Calcutta Madras. 

The Collector cE Cu,tom, and Central Excise, 
Cochin. 

Sir. 
The question of classitication of Refrigerating machinery. Cold Storage 

Plan~s, Icc making Plants cic., which are not sold or cffered for sale as 
rcady asscnibled units for purposes of lcavy of countervailing duty, has 
hew f~lrt ' ler  exa:l~ined by the Hoard in consultation with the Ministry of 
Law and the Oifice of the C,)m,~troller and Audit;>r Gxera l  of Indi:~. 

7, In view of 111, wol-di, g4 oI'st!h- i:cm, (1) anci (21 o!'!t~.m 124 c-ef'hc 
Central Excise Tarifl; duty nppcars to be attracted only on Refrigerators. 
Refrigerating appliances. Air-conditioners and Air conditioning appliance. 
which are ordinarily sold or u f k ~ c d  for sale as read! assembled units. Thc 
wclrds "rcady assomhlcd units" occurring in item 29A A.E.T. %upport 
this. Central Airconditi,~ning Plant:., Cold Stor~ige Plants. Ice Mxking 
Plants etc.. consist of a series of' mnchincs and other cquipnie!it wl>icli 
are situated at din'errnt piaces u:d cnnnected with cach other to form the 
complcre cquipmcnt. Sucli pl:tnts may he sold complete but arc not 
ordin:irily sold or uffercd li>r L I I C  ;I\ ready ashenthled unirs. Thcsc arc 
erected at site and many of (he equipnlent would have to he tailored to 
individual rcquircmcnt. Such plants would not thercfcre be classiliahlc 
under sub-items ( 1 )  and (-2) r.>Eiicm 29.4 C.E.7'. ITurthcr, if t l ~ c  aft:rcsaid 
interpretation cf the TarilT i~cln  is not considered and if rcfrigcrat~ng and 
air-conditioning plants are also talien as co~crcd by the hub-item ( I  I and 
( 2 ) .  then the cxprcssion, "which ;ire ordinarily sold or ofired for sale as 
ready assembled unit," occurring i n  t ' l t  sub-items would bc redxndant. 
This, therefore, would not bc a proper interpretation. 

3. Sub.iten1 (3) to item 29A of the Central Excise Tariff refers to parts 
of machinery and appliances and complete plants which cannot be consi- 
dered as "parts of machinerys' would not be classifiable under sub-item 
(3) to item 29A C.E.T. also. 



4. The Bmrd accordingly c3lsiJ:rs that complete Refrigerating and 
Aircmditioning plants which are not ordinarily sold, as ready assembled 
units but have to be erected at site, would be outside the purview of item 
29A C.E.T. and that no countervailing duty would be leviable on them. 

5. The Board's instructions contained in letter No. 14 30'62-CUS. 
d ~ t c d  the 23rd OctoSer, 1962 is mdified to the extent indicated above. 

Yours faithfully, 
Sd - 

C o p  to all others as pel 'Gerreral List'. 

Further Information desired by ?h: Action-Taken Sub-Committee 

I. The procedux \vc,~~ld apply to ;ill notifications. instructions and 
order5 with a revrnuc angle. issucd !y :he (lo\crnment : ~ n d  rhc Board. noti- 
iicntion or order5 relating t c )  prohibitinin. drawhack and ::ny other pro- 
cedural matter concerning ap;xiisc.tncnt ol'g:wlh. and other order.; specially 
mrkcd by the Collector. 

2. The procedure elnisagcs action i n  three htagcs .cia. 

( ; I )  lmlndiate circulaiion of ;I limited number of copies to thc 
oficers or staff directly concerned iil the implementation, o 
hc subjoctmat~cr of ccmrnunic:~tion : 

( b )  Full circulaticm indudinp issue of puhlic notices, whcrc called 
for ; ar:d. 

3. In ~ h c  firs slage. the  dak receiveti after perusal by the Collector or 
the Additional Collector will be sortcd out for ,:,,.2~ &ling those which would 
CAI for action under this procecurc. Extra copics of these communications 



will be taken out immediately by the Superintendent of the correspondence 
Department. Such 'action copies' will be assigned a serial number and 
distributed to the concerned officers and staff and acknowledgements taken. 
The Section will maintain a suitable register for this purpose. The distri- 
bution will be done on the same day of the receipt of the communication. 
However, if the dak is received after 4 p.m., the circulation of the 'action 
copies' will be completed by the forenoon of the next day. 

To facilitate identification of the specific officers or staff concerned with 
the implementation, suitable lists will be prepared and maintained in the 
section. In respect of orders meant for the air-port staff, the communica- 
tion will be read over the telephone and the 'action copy' forwarded later. 

4. After arranging for immediate circulation as above, the section will 
see to the issue of public notices, wherever called for, and the copies will be 
distributed to all officers and the concerned staff in the Custom House. Ac- 
tion in  this respect will be completed within 48 hours of the receipt of the 
clrders in the custom house. 

5. As for the third stage regarding implementation, the officers con- 
cerned such as Appraisers, Principal Appraisers etc., shall study the impli- 
cations of the orders and make a report to the Assistant Collector-in-charge 
indicating whether the orders have been implemented or not. This report 
~hould rcach the Assistant Collector-in-charge within seven days of the 
receipt of the order in the custom house. The Assistant Collector, in his 
turn. will maintain a suitable watch personally on the basis of his copy and 
anv dou bts and/or clarifications needed or difficulties involved in implemcn- 
tation will be reported to the Additional Collector/Collector and his orders 
taken within ten days of thc rcceipt of the original communication in the 
cuktom house. 

6. Copy of thc detailed procedure is annexed. 

[Ministry of Financc (Deptt. of Revenue) F. No. 1,18'69-CUS. (T.U.) 
datcd 17-11-1969]. 

PROCEDURE 

SU~~]@CT :- Exemption Norificariotls, Tariff, Rulings, Norificarions and 
Order imposing Prohibitiotis, Rcscrictions, Baggage and Drawback 
Notifications-Procedure for immrdiatc circulation amggst the 
s tag direcrlv conccrncJ wirh them. 

With a view to rationalise and streamline the various procedures now 
in  vogue for the receipt of important orders/instructions of Government 

5 of TndialBoard, their immediate circulation, issuance of Publc Notices 
1 thereon and implementation thereof, the following streamlined procedure, 

which inter alia specifically provides for time limits within which such ins- 



tructionslorders should be circulated to the Officers directly collcerned with- 
them and their acknowledgements taken is detailed below for mmedlate 
implementation by all concerned. 

2. A11 the notifications. instructions and orders issued by the Govern- 
ment and theBoard concerning the following subjcctsw~ll be covered by 
these instructions : 

1. Amendment of Indian Customs Tariff. 
2. Tariff' Rulings. 
3. Notific:~tions undcr Section 25(1) of the Customs Act, 1962. 
4. Anicndmcnts to the Central Excise Tariff. 
5. Tariff Rulings on Countervailing Duty. 
6. Central Excise Exemption Notifications. 
7. Notifications under Section 1 1  of the Custonlc Act. 1962. 
8. Notifications under Section 75 of the Customs Act, 1962. 
9. Procedural orders and other cxecutive instructions of the Board,' 

Government of India conccrning. appraisement of goods to  Customs 
Duty : and 

10. Any other iten1 \vhich thc Collector of Custonls mxy like to add t ,r  
this list. 

Action on the above instructions will be in three stages 

(a) immediate circulation of a limited number of copies to the officers 
immediately conccrncd with the subject mattcr of the communica- 
tion ; 

(b) full circulation including iswc of Public Notices ; and 
(c) implementation. 

3. Soon after the dak is received back in the Corresponding Depart- 
ment after its pcrusal by the Collector and thc Additional Collectors of 
Customs. the Correspondence Superintendent will sort out the orders of 
the above types. If sufficient nunlbcr of coplies haw not been receiv~d, 
he will make arrangements to take out six to cight typed copies thereof. 
He will maintain a master register of all such .&action copies" taken and assign 
to then1 a running serial number. The immediate circulation copies will 
be distributed to the officers concerned perso~lally and the initials of the 
officer concerned or his steno obtained on the master copy referred to above. 
This immediate circulation must be iri~wriab!~~ complc,ted ~ h c  same day. If, 
howevcr, the dak is received by in the Correspondence Department 
after 4 P.M., the circulation should be completed by the forenoon of the 
following working day. 



4. The following will be the officers to whom these immediate circu- 
lation action copies will be distributed : 

-- . - - - -. - - - - - - - - - -. . - . . .- 

TariR Ruling amendment to the ~ U S -  I Notifications un- Drawback ' Concerning 
tomsTariff.Excmptlon Notifications, I derS. 11 & others ( notifications ' Baggage 
procedural ordefs all concerning imposing prohibi- , 1 tions restriction , 

Imports ' Exports ; 
& 

! ' - - - -  
1 2 I 3 4 --- .- 5 - -- ----- 

I I 
A.C.A. concer- ; A. C .  A. concer- I A. C. P. 1 A. C. A.C.P. 
ned.A.C. Aud~ t  ned. A. C. Ex- A.C.A.I. ' Drawback 1 A.C. Audit 

P.A. of the group ' Ports ifany. A.C. , A.C. Audit. I A.C. Audit C.1. Baggag- 
concerned. Ap- I Audit P.P.A. , Appraiser : Inspector 

praiser (3) concer-, P.A. 01' the . P.A. (Air Freight)., mcharge 
ncd P.A. Air kxporr Group P.AsSheds!(Docks) of Draw- 4 P.A. (Air 
Unit P. P. A. 1. concerned. A -  Chief Inspector , back. Mink- Unit) 
A.C.P. 1 praisers concerned , Baggage Inspec- / tcriaf Super- : A.C. 

P. A .  (P.A.D.) tor. Airport Ins- ; v~sory head (Air Pool) 
A.C.A. 1. pector. ; incharge of ; Airport ln- 
A.C.P. i Drawback. , spector. 

I A.C.A.l: . A.C.P. I 

In case of airport staff. the conlmunication should be read over the phone 
and the distribution copy forwarded formally in transit book and its acknow- 
ledgement removed and pasted on thc immediate circulation copy master 
register. 

5. After arranging for immediate circulation as above, the Corres- 
pondence Superintendent will submit draft Public Notices to the Assistant 
Collectors concerned through the Departments concerned. All these draft 
public notices will then be routed through Assistant Collector, lnternal 
Audit Departnicnt to the Collector of Customs/Additional Collector of 
Customs for approval. The Superintendent Correspondence will have the 
approved draft Public Notices stencilled and cyclostyled early. The stensil 
will also be sent to  the Publication Branch for incorporating the Public 
Notices in the daily lists of the day following the day of the receipt of the 
notifications/orders in thc Custom House. The cyclostyled copies of the 
Public Notices will be distributed to  thc staffconcerned in the Custom House 
also. For this circulation, the distribution list shown in the Annexures 
I,II, 111, IV and V as the case may be, will be adopted. The final circulation 
0 the staff should be completed within 48 hours of the receipt of the order 

~n the Custom House. 



Implementation 

6. On receipt from the Superintendent Correspondence of a copy 
of the order/notification in the Group/Section, the AppraiserlPrincipal 
Appraiser as well as the staff concerned shall immediately study its implica- 
tions and make a report thereon to the Assistant Collector concerned. 
This report should also include a compliance report that the Group/Depart- 
ment has started implementing the provisions of the Governmentls/Board's 
order/Notification/inst~ctions. This report should reach the Assistant 
Collector concerned within seven days of the receipt of the orderlnotification 
in the Custom House. The Assistant Collector should ensure this by 
maintaining a suitable watch personally on the basis of his copy. If there 
is any doubt regarding the interpretation or any other difficulty in under- 
standing or implementing the same, the report should be put up immediately 
by the Assistant Collector (concerned) to the Additional Collector/Collector 
for orders. In his report, he should bring out clearly, the doubts felt, diffi- 
culties anticipated and the line of action proposed to be taken in the matter. 
In case the orders of the Additional Collector/Collector is deemed necessary 
it should be obtained within 10 days of the receipt of the orders/notifications 
in the Custom House. 

ANNEXURE I 

Orders, Notijications, Zrzstruccions Concc~ning [he Impour Goods 

Signature in token 
or receipt 

- - - - 

Additional Collector'Deputy LCollector 
A.C.A. 1 . . 
A.C.A. 2 . 
A.C.A. 3 . 
A.C.A. 4 . . 
A.C.A. 5 
A.C. Air Freight . 
A.C. Postal Appraising . 
A. C. Audit . 
A.C. Air Pool . . 
P.A. 1 . 
P.A. 2 . 
P.A. 3 . 
P.A. 4 . 

P.A. 5 . 
P.A. G . 

P.R.O. 
Enquiry Officer 
A.C. Prev. 1 
A.C. Prcv. 2 
C.I. 
Case Files 
A.C. Imports 
Superintendent Appraising 
Supdt. Audit 
Supdt. Exports 
Appraisers 
Appellate Collector. 



Signatue in token 
of receipt 

P.A. 7 . 
P.A. 8 . 
P.A. 10 - 
P.A. 11 . 
P.A. 12 . 
P.A. Air Unit . 
P.A. Exports . 
P.A. Docks. . 

-- -- . - - -- 

Orders, Notifications, Instrucrions Concerning the Export Goods 

Signature in token 
of receipt 

Additional Collector/Deputy Collector 
A.C.A. 1 . 
A.C.A. 2 . 
A.C.A. 3 . 
A.C.A. 4 . 
A.C.A. 5: . 
A.C. Air Frieght . 
A.C. Postal Appraising . . 
A.C. Audit . 
A.C. Air Pool . 
P.A. 1 . 
P.A. 2 . 
P.A. 3 . 
P.A. 4 . 
P.A. 5 . 
P.A. 6 . 
P.A. 7 . 
P.A. 8 . 
P.A. 9 . 
P.A. 10 . 

P.R.O. 
Enquiry Officer 
A.C. Prev.1. 
A.C. Prev. 2 
C.I. 
Case Files 
A.C. Imports 
Superintendent Appraising 
Supdt. Audit 
Supdt. Exports 
Appraisers 
Appellate Collector 



-- -- - L -- -- -- 
Signature in taken 
of rcceipt 

-. -- -. -. . ~ . -. - .. - . - 
P.A. 11 . . . 
P.A. 12 . . 
P.A. Air unit : . . 
P.A. Exports . . . 
P.A. Docks. . . 
-. . - -. - - - . -- . - . - . . - - . --- 

ANNEXURE I11 
O r d m ,  Instrucrions, Notificariot~s Regarding Prohibirions,'Restricrions 

.- - - -- - - -- - .- - . -. - .- - - - 
Sinature in token Signature in  token 
of receipt of receipt 

- - - - ---- -- - . - - .--. . 
Additional Collector P. . . P.A. Docks 
Additional 'Dy. Collector Appraising. P.P.A. 
A.C.P. 1 . P.A. Air,Unit 
A.C.P. 2 . Chief Inspector 
A.C.A. 1 . Baggage Inspector 
A.C.A. ? . Airport Inspector 
A.C.A. 3 . Suptd. Export. 
A.C.A. 4 . Supdt. Imports. 
A.C.A. 5 . Supdt. Audit. 
A.C. Imports . . P.R.0 
A.C. Exports . . E.O. 
A.C. .Air Pool . . Appellate Collector 
A.C. Audit . . 
P.A. Imports concerned. . . . - . - - - - - -- - ---.--- . - - - . - . - - .- - 

ANNEXURE 1V 

DRAWBACK 
- - . - -. . - - -- - - - - - - -- - - - - - . -. - - - . - -- - - - 
Signature in  token Signoture in token 

of receipt of receipt 
.--- -----. -- 

A.C. Drawback . P.R.O. 
A.C. Exports E.O. 
A.C. Audit CASE FILES (P) 
A. C .  P. Appellate Collector 
Appraiscr Dbk. 1 . ... 
Appraiser Dbk. 2 . .., 
Appraiser Dbk. 3 . . . 
Appraiser Dbk. 4 . . . 
Supdt. Drawback. . . . 
Supdt. Exports. . . . 
Supdt. Audit . . 
P. A. Exports. . . 
Supdt. Sheds. . ... 
P.A. Air Unit . . . 
P. P. A- , . . . ----.-..-.- -.. . . - . . . 



Addl. Collector P. 
A.C.P. 
A.C. Raggage 
A.C. Airpool 
A.C. Audit 
C.1. 
Baggage Inspector 
Airport lnspector 
P.P.A. 
P.A. Air Unit 
Case files . 
Supdt. Audit 
Appeal Unit . . 

Appellate Collector. . 
- - - - -. - -- - - - - - - - - - - -- 

The Committee are di\tressed ; ~ t  the manner in which the Calcutta 
Custom House acted in this case. During the period May. 1963 to March, 
1966. Audit pointed out no lesr, than 17 times that the practice of non-levy 
of countervailing duty on spirit and oil soluble coaltar colours was not in 
conformity with the law. The Custom House, however. persisted in the 
non-levy of the countervailingduty on the ground that this was the establish- 
ed practice. It is unfortunate that this established practice continued till 
March. 1966 when the Collector decided that it was not in conformity with 
thc law. 

It is hardly necessary for t h t  Commiltcc to s:lj th:lt evcry 'estnblishd 
practice', whatever its basis, has to be in conformity with the law, and should 
cease as soon as it becomes inconsistent with any legal provision. The 
Committee note that suitable instructions in the matter l~nve h x n  issued by 
the Ministry of Finance to  the Collector of Customs. They trust that the 
Board will ensure that these instructions arc strictly complicd with. 

[S. No. 5 -Paragraphs 1.28 and 1.29.1 



The observations of the Committee have been noted and revised insrruc- 
tions to  the collectors have been issued in line with their observat~ons. 
A copy of the instructions issued is enclosed. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. F. No. 2/19/69' 
CUSflU) dated 24-12-1969]. 

CENTRAL BOARD OF EXCISE AND CUSTOMS 

New Delhi, The 6th October. 1969 

From : 
T.S. Swaminathan, 
Under Secretary, 

To 
All Collectors of Customs. 
All Collectors of Central Excise. 
The Collector of Customs and Central Excise. 

Cochin.'Delhi.' 
The Deputy C~rlieclor of Cusloms. 

Goa 'Bhuhneshwar. 
The Assistant Collector of Customs. 

Yishakhapatnam!Kandla. 

Sir, 
Please refer to the Ministry's letter F. No. 2OtW68-Cus. I, dated the 

28th September. 1968 forwarding the procedure followed in caws w h m  
established practice of assessment appears to be at variance with the law. 

3. The rqly to the P.A.C. was in response to a paragraph in the 
Audit Report (Clvil) on Revenue Receipts, 1968 about wrong assessment 
on account of established practice in regard to the assessment of synthcthic 
organic dye-stuff in a Custom House. The P A C .  have since considerod 
that audit report haw madc further ohscrvations in its 72nd Rcport, extmcts 
of which are cncltrd.* It  will appear therefrom that because 
of wrong reports giicn by the Custom H o w  laboratory a practice was 
established not to countcnailing duty. The B a r d  desire that in 
cases where because of wrong facts an cstablishod practice  develop^, it 
should be changed imrncdiatclv the incorrect practicc rs brought to li@t 
either by the audit or by the officers of the Custom House, witlrout waittng 
for the Board's prior approval, nnd conscqucntial action for refund or 

- -.-. -,----- --.-----.------. . - 
*So!  Printed. 
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recovery ofduty:initiatcd, s u b k t  to  the time limit prescribed under Section. 
27 and 28, C.A. 

Yours faithfully, 

(T. S. Swaminathan) 
Under Secretary, Central Board of Excise and Cwom s. 

End : One 
Copy to  all as per Departmental List. 

(T.S. Swaminathan) 
Under Secretary. Central Board of Excise and Customs. 

The Committec consider 11 regrettable that some of the seized 
vehicles sliould have been garaged with a garage owner without entering 
,,,to a written agrecmcnt f ~ r  this purpose. When a dispute arose with the 
garage owner ahout the rent to he paid for garaging. the garage owner re- 
f11scd to release the cars. two of u hich had been auctioned in the m e 3 n ~ h i l ~ .  
AS ;I rcsult, thc Custonn H o u ~  uas  not able to hand over posscrsion of 
t h w  cars to the hiddcrs. When the cars were subscquentl) sold after the 
se~ticment of the dispute. thcy fctchcd Rs. 6,800 Icss. 

The Committee note that instructions haw now hccn issued by the 
xiinistry impressing upon the Custom Houses the need to entcr into written 
agreements for thc garaging of vehicles. The Committee trust that these 
:nstructions will be strictly con~plied with. 

(S. No. R-Pamprapt~ 1.67) 

In rcccipt of the Committct's report. all the Custonl Houscs'Cnl- 
Imtorata of Central Excisc wcre specificail. askcd to state whcther thc 
instructions issued by this I)rp;~rtmcnt on tbc sbovc subject were being 
strictly followed by dl of them. Thc reports received from them indicate 
that erccpt in one cnsc. wllcre the Bombay Custom Housc had found it 
necrssary to enguge n firm of' private ~on tmcto r s  for garaging scizcd'confis- 
c:~tcd vehiclcg in thcir prcmiscs, lhcrc has been nu occasiori in any other 
('urtom Houses or  Central Exckc Collectorates to cnter into any agreement 
~ i t h  i~ private party for garaging scittdiconfiscatd vehicles in their premises. 
The Bombay Custom Houlrc has nlrcndy cntcrcd inlo a written agccmcnt 
wth the party csnccrncd and other fm-mations havc nlsa sutcd  that the 
instrucliono issued by this Ministry on this subject will k strictly followcd 
h! all of them as and when tmasions far garagin~ such vchiclcs in the prc- 
nkcs  of private panics arisc in futurc. 
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2. This has been vetted by thc Audit. 

JMinistry of Finance ( Department of Revenue and Insurance) 0.M. 
F. No. 1.1'3169-L.C.I. dated 17-10-69.1 

The Comrnittcu: note from thc information furnished 1 0  them that of 
201 cars seized by the v;lrious Custom Houses. adjudication proceedings arc 
in progress in rcspru-t of 117 cars. The Committee find that adjudication 
proceedings in respcct of 20 crlrs ha\c been in progcss for ii year or more. 
In the case of launches. adjudication proceedings are in prclgress in respect 
of 16 out of 5 5  launches which wcrz seized in dificrent Custom Houses. 
The Comm11tcc would likc C,nvcrnmcnt to examine how best thc prcxeeding 
could he swcded up. Thc Committee wrould also like action t o  bc t;~kcn 

editiousl! fc>r the disposil of 14 cars and 6 lnunchcs which are awaiting 
:*tion. Instructions should vlro be issurd to the Curmrn Houses to ensure 
;hat the auction take5 place soon after the confi~cation prcxtedinp arc 
rompletad and the time allowd to partie. f c v  initiating ie_osl proceedings 
expires. 

,Y (s. Yo. 9.- P.ir;~grapll I .6?) 

! I  t i  i I I f t h k d ~ d ~ t i  prwccdinps 
I n  pending u c e r  rrf:r:d : . $  ?.\ thc C:inmittcc ha5 hccn ~3r~f 'u l l )  
rnincJ and ncce\\:rry I I I * ! ~ ! I < ( I ~ ~ I I +  I'~\ucCI to the Cu\lcrm J i i ~ v ~  C'crl l~~,lmtcs 

Ccn~rs; F_y~i \ ; '  ct~n;.:;id r1.iL. icl!:'r f'. x.r 14 J 60-LClrl j  cfrrtccf 
)~-i0.196~) !~-,r;-; cr l i l i \ i ; 'J ,  



IMME DIA TE 
F. No. 14 4.69-L.C.14) 

Government of India 
Ministry of Finance 

(Department of Revenue & Insurance) 
New Dclhi. the 17th October, 1969. 

From 
The Under Secretary to thc Govt. of India. 

To 
The Collector of Customs, 

Bombay. 
The Collector of Central Excise. 

Bombay Baroda Madras. 

subject! Carc and Inunchcs pcizcd by Department-Suggestion for expedi- 
tious finalisation of adjudication proceedings-Para 1.69 of PAC 
(1968-69) (Fourth Lok Sabha) Scvcnty-Scwnd Report. 

Sir, 
I dirwtod to invite a reference to para 1.69 of Public Accounts 

Committee ( l%8-69K Fourt h Lokpabha)-Seventy-!Second Report forwarded 
w you under this Mtnistry's lettcr of even number dated the 25th June, 1969. 
on the above subject and to say that the Committee have emphasised the 
need for spcdna;-up of the adjudication proceedings in the u i e  of all the 
cars and launches sctud by the Department whcre such proceedings are still 
pcnd~ng. Govcrnmcnt have ~~rcfu l lv  examined the rcp&ts made b:\ you indi- 
cdttng the position of thc nut,tanding cases upto 30th June. 1969. I t  is ob- 
ssrbcd that djudlutron prmcdinp\ hrtvc yet to bc lindis~d ~n a large nurn- 
bcr of ca,a pcrhining to your  Cu\tom\ tdausc Collectorstc. I t  is also ob- 
served 11131 thew cases nrc mostly pcnd~ns tor want of replies from the parties 
conccrnd to the S h o ~  Causc Sotrccs issucd by the Ihpartment or for perso- 
rinl hearings asked fo r  by thc partic,. I L ~  the p r ~ ~ s J ~ n g s  have bwn cansider- 
:~bly delaycd. 11 1% n m i a r y  that ttlrsc mrc\ Aiuld be findiscd cxpcditi- 
~usly: Two \t.~tcrncnts showing p.irticuhr\ of  the cirs and the launchr, in 
questton arc cnclosd for vour informatwn ilnd n~xcssary action. A 
:cparl showing thc rcsults iichwvcd upto thc cnd of November, 1969 may 
bcfurnihhcd r,) this Dcpmtncn! hy the 15th Dscmhcr. IUb9 .it the latest. 

2.  rllc rsoclpc of thts lettcr my p l r ~ c  bc .1zL11aw lcdylf . i t  an s.irl? 
J J ~ C  

'l.our. f . l l t i l f~ i l> ,  
\ P . L  K~pwr)  

[ ~ , i ,  r 5 ' .  t r  :JF 1 , , I  rr. (;,* : InJu 
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List of Vehicles tn which a~+udication proceedings are stiU pendSrg 
on 30. 6. 1969. 

S. Custom House] Particulars of Vehicle Date of Remarks 
No. Collectorate Seizure 

n- - 
1. C.C., Bombay 
2. d o -  
3. do- 
4. do- 
5. do- 
6. do- 
7. do- 
8. d o -  
9. -do- 

10. do- 
l l .  40- 
12. d o -  
13. do- 
14. d o -  
15. C.C, Madras 
16. do- 
17. CC., Cochin 
18. C.C., Go3 

19. C.C.E., Bombay 
20. do- 
21. do- 
22. do- 
23. do- 
24. do -  
25. -do- 
26. do- 
27. do- 
28. 40- 
29. do- 

30. C.C.E., Baroda 
31. -do- 
32. do- 
33. do- 
34. -do- 

DLI-9167 Fiat 
DU-5997 Ambassador 
MRT-7767 Ambassador 
GJC-3470 Ambassador 
MR.4-96-42 Ambassador 
MRZ-5078 Fiat 
hlRR-4714 Ambassador 
hi RX-5 105 Ambassador 
M RZ-7653 Hindustan 
MRA-8798 Ambassador 
hWJ-1032 Flat 
MU-6576 Amb;lssrrdor 
DLI-506 Flat 
MRZ-2186 Ambassador 
MSR-8th Ambassador 
MSR-4556 1 Fiat 
CAR VOLKSWAGON 
Car Volkswgon GDA 

1996 
M Rim-6803 Ambassador 
MRY-7954 Ambassador 
BMR-7989 
BMS-39Whcv. 
M RS-8 IOS-Chev. 
USN-3772 Ambassador 
MRW-5J27 Ambassador 
M U 7 8 6 3  Ambassador 
MRC-664s Ambasador 
BMC- 1 I5 1 Land Master 
PI'S1699 Standard 

Heroled 
GJC-3% P o h n  
BML-8 10Q Landmaster 
GTC-2858 Rcnaulr. 
GJC-1175 Studhaher 
BMC-3867 Chcv. 



S1. Custom House, Particulars of Date o Remarks 
No Collectorate Vchicle Seiire 

36. do-  
3 7 .  do-  
3 8 .  40- 
39. do -  
40. d o -  
41. d o -  
42. d o -  
4 3 .  C.C.E., Delhi 
a. C.C.E., Madras 
4 a(>- 
4 0 d o -  
4- do -  
4% 40- 
1". C.C.E., Poona 

C.C.C., W'csI &npal. 
Calcutta 

< I  C.,C.K., P . l l l t ~ t  

BMY-63 18 Ford 
MRC-4530 Plymouth 
MDE-6264 Fht 
RJN-310 Fiat 

GJB-9494 Ambassador 
M RA-7046 Ambassador 
6149 Plymouth 
GJB-2061 Voxol 
PNA-9993 
MSY-5999 Fiat 
MYO-377 Ambassador 
M RZ-7224 Fiat 
MPO-5676 Ambassador 
MDP-1644 Amhakdor 
hfPF-340 Ambawdor 



S1. Custom House P,articuLrs of L~unche D.1te of Rrmrhs 
No Collectorates seizure 

- - -  --- - - -  
12 C.C.E.!Barndo MFV-Juljoyti-VRL- 9.1 68 

1241 
-do- Lampmshad-MSC- 

UBR-1360 15 1 68 
do-  Dhansagar S. V- 

UBR-389 b 6.68 
-do- M I  -Danyadolat 21 2 67 
-do- MI-V-Bag~cha 11 1 67 
-do- La\rnlpasa 7 6 68 
-do- M S I  -&\en 28 7.68 
-dn- F V--4hrnad1 20 2.68 

- -  - - - - -. -- - 
lllXlEDMl E 

F. No. 14 4 69-L.C.1 (il) 
Government of Ind~a 
Min~stry of Frnance 

(Dcpartmcnt of Rcbcnuc & Insurance) 

Setr Delhi, the 17th October. 1969. 
From 

The C.nder Sr~rctarj  to the Ciovt. of India. 
To 

The Collector of Customs, 
Bombd) . 
The Collector of Central Excrse. 
Baroda Iklhl Madras Rombay. , 

Subject: Cars and Lunches awaiting auction-Racumrncndot~on nude in 
para 1.69 of the P..4.C. (1968-69) (Fourth Lok Sabha)-Sevcnty- 
Second R q r t .  

Sir, 
I am directed to invite a rcfercntc to para 1.69 of ~ h c  PAC (1968-69) 

(Fourth Lok Sabhaj-72nd Repon forwarded to you under this Ministry's 
letter of even number d a t d  the 25th June. 1969 on the above subject and to 
say that the Committce have urgcd  hat actlon sllould be lnlren eapcditwusl! 
for the disposal of all the can and hunches, which arc awiiit~ag auctton. 
1 am accordrngly dlrectad to enclose a 11s: of thc a n  and laurtchn rcfencd 
to by the PAC ~ h i c h  %ere still pending for dlspusal ;rs on 304-1969. You 
are requested to l o o k  into these c a s e  pe~~nr t l l y  and to ensure their cxpcdi- 
tious disposal. A rcpc;rt indicating the results achievcd in thc matlcr to the 
end of November, 1969 may kindly br fumlihod to thc I3cpartmnt by the 
15th December. 1969. 

2 .  The receipt of this lclrcr m y  please be acknowlcJ;crl ar 
date 



List of Cars tnvaItlng auction as mentioned in the Puhlic Accn~mts Cam- 
mitree Report 

_._ _. -^__ ___ ._ _ ________ _ _____ __ - -- - - --- 
SI. Custom Housc 
NO. C ~ l l ~ ~ t ~ r i i t ~ .  

. _ -  . I-----__ 
I C.C., Bombay 
3 - -do- 
3 C.C.E.. Barodn 
4 C.C.E.. Dcltii 
5 -do- 
t, C.C.E. Madras 

Particulars of vchicles 

- - -- - - -- - 
ClTROEN GE-103-166 

ClTROEN iSC-54 
BYM-5602 DESOTTO 

R BW-478 Dupling Card 
ARX-254 Baxhsll 
U HY-Z2RI 4mhassador 

Whether auctioned 
or not 

-_ I I.-__.-- -- 
Not yet auctioned. 

do- 
-do- 
-do- 
-do- 
-do- 

1 Cwtorn Houw Pi~rlicular\ of I ~ i ~ t n c h  Ii'hzthcr :tuctioned 
\ . I .  C O ~ ~ C C I V I ~ ~ C  o r  not. 

I am dlteclcd to lnvitc a mfcrcncs 1,) para 1.M of thc Publrc .+Iccounts 
(-<'mmlflcc (196WyFourth Lak S,,hhnc-Suvcnt~-Serwnd Rcprrrt f o w ~ r d c d  



.to you under this Ministry's letter of even number dated the 25th June. 
1969 on the above subject and to say that one of the suggestions made by the 
Committee in that para is that auctions of confiscated goods should take 
place soon after the confiscation p r o d i n g s  are completed and the time 
allowed to'the importer exporter concerned for initiating legal proceedings 
against the confiscation order expires. Government have accepted the recom- 
mendation made by the Public Accounts Committee on this point and you 
are raquested to take suitable steps to ensure implementation of these ins- 
tructions by the mncerned Olficers in your C~llcctorate~%ustom House. 

2. The receipt of this letter mdy please be ncknowldged at an early 
a date. 

Yours faithfully. 

Sd (P. K. Kapoor) 
Under Secretary to the Govt. of India. 

in the Public Accounts Committee's renurks contained in  pan  1.69 
of the 7% Rcport total seized cars ha\.c melitioried as 201 md  seized 
launches as %.The number of c:trs slid Lr~u:~clics awaiting adjudication 
proceedings is shown as 117 and 26 xspi .c t i~sl \ .  Thc number of cars and 
launchcs :i\\;iiting auction h:ts brcr me1 riorcr ti 3 s  14 nl;d 6 respectively. 
It is, however. seen from tlic cnclostlrz\ to t!lc proposed reply thtlt 
instructions have beer1 issucJ o:ily in respect of . ' I  53 cirs : t r d  19 launc- 
hts  3s aw;i.ring adjuilicatio - proccriii:;~~ a d  i i  6 c:m a ~ r i  5 launches 
a, awaiting aucrion. The Mmi i r ry  is rcqucstcd to zlar!fy' suitably. in 
the proposed reply, rhe reasons for the d~ffr.r~ncc. 

Another point that the Commi,tce rioticc is rhar 43 of th3: scired 
cars have bren r~leascd :o partics o ; bail or cr:.;urio:~ of ;i ironti, thc 
cornmitree would also like it  to h? :.xamincd uhshcr  other st1r 4 whiclcs 
in  th: custody of Cusrorcs Houses could bc rrlcascd to t h  parri:~. 
p J i n g  finalisation of legal proce;dings, subject of coursc :o  Govcrn- 
ment's ir?tercs!s being adcqua!cly pro~ccrcc!. This might hclp to rrliriimisc 
Probl .ms cou faced by the cus:om\ h o u w  in  thc m:~ttcr of rhc mnintcn- 
anc and upkeep of such vehicles. 

IS. No. 10-Paragraph 1.701 

In accordance with the rocommendations of the CommiUuc. nocarsav 
instructions have been ~srucd to the COlIectori of Customs and Centml Ex- 
cise. Copeis of these instmct~onr are tnclowl. 

2 Thir has been vetted by the Audit. 
[Ministry of Finance (Department of Rcvenue O.M. NO. P. NO. 1!3'69-- 
LC11 dated 26-11-1969] 



43 
D.O.F. NO. 22 32 67-LC11 

MEMBER CENTRAL BOARD OF EXCISE AND CUSTOMS 
New Delhi the 18th February. 1969. 

29th Magha, 1890 (5) 
My dcar 

Subject:-Release of sci7cul convcvnnccs pending adiutlication on deposit 
of cash secur~ty h lnk  guarantee in l cu thereof Ftdelity 
insurance g u , ~ r m t c c  hond 1ssuct1 hy L.1 C. .~:ld tts sub~idrnr tc~ .  

From Ihc statcnycnt~ furni\!ic 1 hy vou some timi. hack re!;:lriling tho 
riitrnbcr of vchiclci pc~idiricr tiL,pc,c:tl. I find tlwt t t ~ c  number was quite 
i~i : , l~.  Onc of' tlic rcak .c ,  ~ ' > I I -  ,t,:~.~i~~i!lI,iti,)r~ of' 1$1r;:c 1111:nhcr <-I!' \ c i x d  
v ~ ! ~ I c ! c ~  I >  pt1.11;1p> 1/11: t , ! : '  t i>, t t  \< lh i r  o ~ l i ~ c r .  :ir 11%): ~ I I I ; !  f ~ ~ ! I ~ > ~ i i i ~ ' , :  t!lt 
i : ~ \ t r ~ t c t ~ < ~ : ~ \  f o r  ~ I I C  pr t , , .~  , t , > v , t i  rc-l,-:i,c of c o ~ ~ v c y : i n ~ c ,  Iixhie i t >  CO!I!~C.I- 
:!,1:1 t o  t !~c  s)nri::\ p.:;~ ~t ! * , :  I :,., I , , ,  I):!,:n;i 1.1 ,>f V.:~I~<.:I,:\ ,'vi!+ :he 
.!:;?.lr!:ll?.lf lL'.t.! 1 )  ~l,;:.''i ! I - ! < ,  > ( t  ,1 '1,1 '1 . ! l l - ~ l i l ~ . '  , ~ f  ~ ~ ~ : > : ~ l d i t t l i ~  ihy %'.I>' 
:: L. ~2 .\;I ' :;I !;'~[::I,!:I:: .- i.-:?ci Y I  ! *-!',.:, r,> x r l r  I ; !  )'5j:,:; >.I;  ;:?J 
. :t:l\m !>,, 1'. \.(.., I:.,;::)! I!) 1 1 1  , 2 :. , : ! > z >  <,vi.t?r: :J$ILI c \ n d : r  3r+ 
,. . . ,  l : ?  I !  r2!<1.: ,,f ::I: ,.,:: :;: 1. !,-.:,v : , 1: I ; y t d ~ , :  !I;: ci:~~:-!-l\c~ltLl 
, I  !* . I  ! , L ' I ~ I  1;) ) ?  :'I: p..,) :: 1:) ,l: 9.;:: I \ :.. v > I . i , ~  i ',: I . I ~  g )  Tl::ri < t i :  - - ....,<,! . . , i ~ , ) ! : ! ~ l  < I ; \ : ; .  r~!:,~,,: , * f  I + :  V:-II:~;, ! t 1 . 1  : I , . V Y T .  ir: :K::-I:, b.1 
, ! i l l?\! : : j  I , , .  ; > I : % ,  ,!1:,! r>>-:?l !-!I.. !,:.l: ,>: b:!..:. ' , , x , v ~ l , ; l  [-:j:l,: I, 

, , , ,  , , b. , , : , I  1 ~ .  ~;i , i r , . i~  ..: , ) . I :  I !.;-: :,: i*, F: : , 8 . :  , v  t : ,  : i . : . ,  > i--! ,I.' :'I.: .,; : I,;,: 
., < :I.. ..; ,:![:?: [ :. 1 .  ,, I;,;: ,' .,;.;: 9 . .  ,,;.j:r: . * I , .  ~ .- , : l i - . : !  > l + . i ,  ,.:.: . I ! -  
. .  - . I  
, . . . . ; .; I., ;1 !:-: I ! - : ! .  . : j  ':. L:::lc-i; :.I: : b > . t  . . !  : I :  ; i : : i : :  .:, 1- 
:, . L.: ?: . I :  I ,  h .  . 9 . ., , ; e., ,  i ,, >: '>: : ,.: , i:r:,l t ,  \. I I<.- i ' . i l : . ~ ~  ; I :  

! :,t\! : ; ,  i !  11;: :- b 8 . L  ,< :  2 /: ,? .,: ~ :. 
l Y c  : s  ! .+ I ti.! ,. : :. : ,  3: ,.,,. :',: ~ . ~ h , : i  ,:.-,.I: :.. i i . l . ~ k  , 1r;r.v , I ?  

,,,\ i ,.. , :~. ! , I , ! . : , 1 ,.., . I ),.; .. \ : -  .. :, ,.. ! 1 , : : L  I L.):,,,] 
+ .  . . , . . . , , I  ! : ;>~, '  ' ,  1 : ,,, , , , , , . . , ,' : : : , : . .  , . : .. ... . . , I 1  .' >:::I: \ . -  

* ; :. L ' I~::::,,;. I..!: .I ;, I . : , : .  ,. : .. : i , .  \ ,;: I ,  ;I::, , I .  : I !  1.1:Ll ,., ).i,.i 
, .:.! t ~ ;  :.:!'lr;.l:: t I :;I: . :: ;,:.::.-> I: ;:is : :.;;:;: \: i r:1!i,;:1::1:; 

. .  , . ! 1.1 i.1,:: ' $ 1 ~  i~:?, I Y  . , ,.. . . -. , ,l.-.i 1 * ;i,i.. c i t  r;:: t .  t >,, t.1 ),I.L:!-;. 
I .  . . 
2 .:. 1 ,  U > . I . L ~ ! > .  .I :;'l:l:;t<% t , ~  5 I,.& J I I  c~..lt~?;!~.i!:~! :Prl;: 6.) ,::! .y2.fi~ ( 7 ;  

;1,2 . c l~ i t rc .  -r:l;, ~L.I,IC,:.." ,-.,:,I !,: .-.i~w, 



(DEPARTMENT' OF REYE'S VE & 1NSCJ RANCE) 

Sir. 



T h e  Committee would like t o  emphasise the need for  the  proper u p  
keep o f  seizcd vehicles while in the custody of  Custom Houses. Apart  
from the fact that a properly maintained vehicle would fetch a better price, 
the Committee would like t o  p i n t  out that in some case9 seized vchicles 
may h a w  to he restored to the original owners. In such an eventuality, 
the Dcpartmcnt is under an obligation to return the vehicle t o  thc owner 
in the s;~nic condition in which it waq seizcd. or. in the slternative. pay its 
n l u c .  I'hc Conimittcc notc that pursuant to  the recommendations of 
t l ~ c  Public Accounts Coninlittcc (196748) cont:tincd in para 1.45 of thcir 
24111 Report (Fo11rtli I-ok S;rbli;~). instruction, h:wc again been i w c d  by 
rlic hlinistry 10 !tic Custom t Iouw\  to  niakc ;cppropri:rte a r rangenic~i t~  for 
pr,)tL.cti!tr. tlic scizcc! 'c(wfisc;ltcd \uhiclcs from dctcs~nratiur, due to inclc- 
mcncic.; o f  u c ; ~ l l ~ ~ r .  Tllc C'oninrittw tri141 t!::~t ~ I I C - C  it:~tructinn\ will 
t ~ c  \tr;ctly cornpl~cd u.i~l: h> t1.c C u\ttlni tiouses. 

Action TnLen 

On rccclpt k)f 111c ( ' o n ~ n ~ ~ r t c c ' ~  rcplrr,  L I I ~ L I I ! I C .  uc rc  l?~ . i c i i  i b i t f :  ail 
t1.c ('r!\Ioni tiklt:\c, ( ' ~ ~ l l c c : ~ , : ,  :ch t ~ 1  ;v.c;rl.irn ul ;c~l :cr  It.:. i n \ t r ~ i a , u n >  
i<\uCt! I;)! pr4,pcr rn.l:nlc.r:.!r:ci. o f  tlic \svctP and ci,nfi\c,~tcd \;hicIc\ are  

1 1  I .  1 ! c ! ~ ; ~ ~ ~ ! t <  r;cc':\~d b? thc hfiniitr! in tI!k cctnncc- 
t i , , . ,  tndiL.<~tc !I:.i! t ! ,c  I J I \ I ~ , I ~ , ! I  ::, . I ~ C  ~ IL- : , I~  f~dit\rvcd by .ill. 
:, 'r111\ tli1\ ~ C C . ! I  V C I ~ C L !  t>y ti:: ; w i t .  

1 11c t h e r \ . t ~ t ~ m %  n~.i& bj  I ~ I C  ( t>fi~~rltt::: ti.\bc been \.irctuli! c u -  
rt~lrjctl i i r d  W I L I ~ I C  in\lruc11tttt\ I\\IILX~ t < ~  .dl t t~llcctib~% td C crl1r.11 E \ c i ~  
.~rl(l Cutam% r r h  Mlnt-irr\ t ~ f  I~~niirrc.c ( l lqmrtnlcnt  of Kcrrrruc 6 In*u- 
~ ~ ~ ~ ~ L ~ L ) I c I I c ~  f .  No IJ7 (+h l  C I j . i tcd thc \ I \ t  JuI! .  1*09, stop) of 
~h1e11 I \  C I I C I ~ .  



F.No. 14 7'69-L.C.I. 
GOVPRSMENT 01: INDIA 
MINISTRY OF FINANCE 

(DEPARTMENT OF REVENUE AND INSURANCE) 

hrcm D<.l/zi, rhc j r s r  J111\1, 1969. 
From, 

The Under Secretary to the Go\.t. of India. 
To. 

All Colicctnrl; of Customs. 
All Collc:!L~ri of Cc!ltr.il Excise. 

S - -  P C .  i 6 9  t !  Lok S.I!~I;I--~':~I~,I 1 .72 of the 
Sr.\-c.:lty Scc,,;l;l It-;, j!-:--S:jzcJ C;I!-h 11,t.i for tic;,,!rt mintal 
;vr ;w~ec-- \ \ -~,  t!ic.:- ill ord~;-.-Ob\~r\..:t~t>~i m:dc 17! 1 1 1 ~  Corn- 
i:?itrCc r.c;.w.i;:;g. 

Sir. 
I ~ : n  .I r::l:.i t.1 ,.,y :!I.,: i ; ~  ;>.,:.I 1 .-2 ,>!- i!~:ir St't':ii!y S::,>d R c p x t ,  

13: P;l ' .~i i~ ,\:: 3.1-1:, C t::l,ili~~:: ( I  ).) 4)-11 ( F , ) N : ~  L )i. S.ih!~,i) I I ; I \ , c  db- 
sei\.pd ;., f ,.it+..\. :- 

1 . .  ; , l i t  :I 1 : :  f ,  - : : . .i.';i f ~ ~ r : ; i ~ i i : J  h!. 
G ji.:iyl:ll::i: :').:; i:; ,,>:I,: L',;,:: -:'l:J <,,-. 'ii.:~: ,:..iLi i-.~: J~i>.k:.! ;I.: i ! . ~ I  
;>2r;7J.:.. r i 2  , ::..: 2.,j>,!~:! : d . ,  ; l . . i . ~ . . i . , ~ :  b: C,, .~LI;: , I  W!I! 
risk. ;\?>, Li.!:;li,!: ,:. ;tc:A:.:! 1.) I.!: 2 .:- r:..i!Ti:>; f r  ~ : n  \ I I ~ ? I  . . 
; 1 :  ; : :  : , L . . : 1 :  \ ' - - , .' .,I: pdr- 
3.:r:::. < l!l<::z:j, !:. c.: ,:I .! :chi,;[ . , . . . ~ ; : l J l < ! ~ l c l ~  1 )  : i  >;7::11, !!I< 
D::~L-:..~:~I: i <  ,>;.\,,:.- i : , ,:.:.I:: 1-1, ::-- I;> 8 . .  : .: c.ir. .i.!.,. (: KT,- 
1 : . . I <  ; \ : 1 : : :  I \ . i :  1 ! . I  ! , 1 s l 1  ! ., .IC 
>,l.:.i:l;c ~ 2 \ : ~ L ! . T i ~ ~ ~ l \ . -  

2 .  -r4?: i > b i ~ ~ i . ~ i t ~  T :,l: h,. t'>: P. I .C.  ! ~ . I I . C  IXSI ~ i i r c f ~ l l ~  c,,w\idx:J 
i ?  ::;: iig.it 0; tili. Sxpri.;n,- C.~ur:'. Ja.!:rtf;~:i:t in t!!c c.iic c)!" St;rlt e>f <1:1j,i- 
r t :  I-: r c  : r  Mo:?d. HJ~I Hu\\.l:;l . ~ f  I~ r r ig : :~ .d~~  . I . I ~  ~ . i . I : i t c~ i~~~ . l~  ~ . ~ u i r ; ~ ~ n e d  
in  m c  Cwtr,!; H ~xrd  h ~ f  Euc!\-. Xr Ccr3r$)rn\ Icticr. F . \  I .  -30 4; 64-L.C.I. 
aqd F.Vo. I 0 0:-.4d.ir. d a t ~ J  I ~ I C  15th April, l l ) ' b \  .!,I'.! t !~?  lO[!l h h ~ ,  
i + >  T L ' ~ ~ C C [ I I . C ~ ~ .  3'ld 11 h ; ~ \  b~':'n dc.:idd t!ut rc,i...l I I I ) I . :  i ire \hnuld be . , ,,:E.:n i t :  tnc sr:r:J L' 17, 2.3 ;L, I<) e;~,urc t i i :~ t  I I I C . ~ S  I <  11.) d~icrlc~r;iti~)n during 
1:i: ?:ri,d such car11 renuin in thc cu\tod!. t ~ f  t!~c I)cpartmcnt 2 1 d  Ihc cars 
shtlaid 11?t hc uscd ! b r  Dcpart~nerital purpu\rq. 'l'hc amount of care and 
pet!> I.cjYiLr>. if ail) ,  which 11l;iy he nrcnsar!, I;)r thc  proper maintcnnncc 
of' tilt wr .  during t ! ~ c  p-lrra~d of the seizurc, v.nuiJ he an ordinary adminis- 
tratike matter and \hould be decidd by thc Collector concernrd in his 
discrctlon. The queition regirding the occasional running of such cam 
for kesplng them ~n p o d  condition may also he decided by the Collcclors 
conccrrrccl In the clrcurnstancci of each ciirc. 

Yours faitlr~ully, 



Copy forwarded to :- 
I .  D.I. (C.C.E.) New DelhirD.R.I., New Delhi. 
2. CX. V Cus. II'Ad. V[L.C. 11 Tech. Coordination Section.? 
3. All other Customs and Central Excise Sections. 
4. P.S. to Chairman (E&C). 
5. 'PA.  to M(Cx-K) M (CUS). 
6. P A .  to DS(Cus) Ds(LC). 
7. OSD, Manual Bulletin. 

1.81 Thc Committee nlco note ihat out of the total oufstnridrn~ of Ks. 
20.53 lakhs in thc Collectorstc of Centril Exc~sc. I>ell~i, a s u m  of Rs. 9 
lilkhs was duo from mrtutn tiuvcr-na~crrt Ikp~rtments or Puhltc Sector 
U~ldertakings sucll had clurrcxf thctr ~n~pcbrts urldcr thc 'Note P:w' Pro- 



cedure. A part of it had been pending recovery for ovar five years. 'l'he 
Complittee need hardly point out that Government/Departments and, 
Public Sector Undertakings clearing their imports under the 'Note-Pass' 
procedure owe a special responsibdity for the expcnditious settlement of 
customs dues. The Committee trust that the Department and Under- 
takings. concerned will clear the outstandings without further delay. The 
Committee would like to watch the position through future Audit Reports. 

[S. No. 14-paragraph 1.81: 

Action Taken 

The latest position of the Customs duty assessed upto 3 1-3-67 but lying 
in arrears as an 31-8-1969. is given below:- 

(Rs. in lakhs) 
1. Demands arising out of CRAD & M D  

Objecrion 1.17 
2. Arrears of duty ~n Note &Pass Cases. r2.33 
3. Other Demands. 2.3 1 

2. It is thus clear that out of the arrears of Rs. 20.53 lakhs. only Rs. 5.81 
lakhs remain to be realised. Arrears of revenue on account of Note and 
Pass Casn have come down from about 9 lakhs to Rs. 7.33 lakhs. Further 
steps arc being taken to clear the arrears. 

3. Note Pass Concess~ons was withdrawn from all Government De- 
partments except for import on defence accounts. In respect of Ministry 
of Defence too, the conditions for the concessions have been made morc 
suingen t. 

[Ministry of Finance (Department of Revenue) F.No. 8 8 69-Cus VI 
dated 17.10.1969.] 

The Committee note that there werc a series of lapses In this case. Ip 
terms of a notification dated 1st March. 1959 issued by the Ministry of 
Finance, specified t y p  of flue cu rd  raw tobacco qualilitd for a conces- 
ionai rate of duty if thew were "not actually d" for the manufacturer 
of cigarettes. smoking mixture for piper and bidis. In this case the party 
concerned had clearly indicated while clearing tobacco from the godown 
between July and November, 1959 that these werc intended to be udcd in 
the manufacture of bidis. but still these were asseased at the conccssional 
rate. resulting in an under-aswsmcnt of Rs. 142713.67. Thc mistake came 
lo light in Februarv, 1960 when a sum of Rs. 8.441 couM have bee0 recoverod 
bad a wrrocc and proper demand been hued. The dcmrnd notica was 
issued af ta  a lap% of 14 days by whicb time u further amount of Rs.5,828.40 
had becamc timahmd. Wider, the notice was i u u d  under thr wroog 
~ule. ThmafLer a period of o m  a year and quarter was trkaa by rhc 



Department to issue the demand notice under the correct rule. But this 
nobce (dated 17th June, 1961 ) was vitiated because it rdirred to an earlier 
notice dated 1st February, 1960, which the High Court deciding the case 
held to have "clearly never bcen served" on the firm. 

It has been stated by Government that the notice dated 1st February, 
1960 war "actually issued". If this was so. it ia not clear why the letter was 
not produced in Court. This aspect needs to be thoroughly gone into by 
Government. The Committee note that disciplinary proceedings are 
under way against the ofic~als found at fault in this case. They would 
like to be appriscd of the action ultimately taken. 

IS. Nos. 15 and l&Paragraph\ 2.10 and 2.1 I ]  

A c t h  T a k a  

I t  is secn that in the hody ol'the writ petition filed by the party there 
was no mention of letter dated 1st February 1960. However. among thc 
documents enclosed with the petition there was a copy of party'* letter 
dated 21st June. 1961 wherein i t  had becn mentioned that "on going through 
our records wc find that lcttcr No. 288!6Odatcd 1st February, 1960, rcferred 
to by you in your letter under rcfcrcncc is not to bc found there. However. 
we submit our reply to your lettcr under reference taking for grdntcd that thc 
s;iid letter had becn sent to us." The affidavit filed h!. the Department in 
Dccemher. 1962 answered ndy points raised in the petition and thc necessity 
of  challenging party's contention of nonreceipt of letter was not felt at that 
tirnc. I n  any case the lcttcr could haw been produccd in the court as thc 
relevant records WCIC then ;~\iiilablc. In the ahwnce of thc relcvant rccordc 
now, which have since bcen de\troyed. i t  is not possible to indicate the exact 
rcssons for non-production of thc lcttcr hcforc the court and whether thc 
court had spccificnll> askcd for production of a copy of that lcttcr. 

A s  rcprd\ ~ h c  ~rctl~ln taken a p m t  dchultrng officer, thc p,wtinn iq 
as undc :- 

I n  1111 6 officer\ w r c  found rcspor~\iblr for wrong as,c.s,rncnt. issue of 
dcfcctive demand noticc and delaycd issue of rzvisd demand. Out of these 
two officers had already rctircd from scnicc and question of taking dis- 
ciplinx- action against them wa\ not considered. The disciplinary pro- 
cccdings nguinst the rcmainmp four othccrs 12 Inspectors and onc Supcrin- 
tcndcnt) haw since h e n  t ianl id.  Whilc thc concerned Superintendent 
has bccn ccnsurcd. the chargcs against thrcc Inspectors could not he subs- 
t:rntiiitcd and the). wcrc thercforc ewneratcd by the compelml authority. 

[Min~stry of Frnance ( I k p t t .  of Revcnuc) O.M. No. 15 8'69-CXIV 
datcd 29-10- 1969) 

Thc Comnuttcc trust thlrt lrficr thc propolsad Ccntrai lkk Bill is  
cnae~d, the proccdun relpudrng Foswssment prOCbOdPQ ,will be systc- 
mcrtiscd. The Cornmitlcc would like GovcrnmEol lo take d y  action to 

that tba Bill is introducad in Parliament. In thir CO-011 they wodd 
like to invite attention lo  their observ.ttions in para 1.39 of aC Thirty- 
Sixth Repon (Fourth Lok Slbhr). IS. No. 17--pcur 2181 



The Central Excises Bill. 1969 was introduced in the Lok Sabha on 4th- 
August, 1969. As regards the procedure for recovery of duties non-levied' 
or short levied suitable provision has been made in clause 109 of the Bill 
of which a copy is enclosed for reference. 

[Ministry of Finance (Department of Revenue) O.M. No. 7141169- 
Conrd. datcd 1-1 1-19691. 

Cbnr.w 109 of rhe Ciwtrd Excises Bill, 1969. 

(3) For the purposes of  sub-scction ( 1 ) .  thc enprcssion 'rclcvant drtc* 
mca n5,- 

( a )  i n  a caw whcrc dut? is not h i e d  thc date orr which the Ccntml 
Excise Officer n~akcc an order for the removal of the goods or, 
where the good3 have hcen removed such an order the 
date of detection of such removal; 

(br in a case whcre duly is provirion:k11y a s w d  under ~cclioo 22, the 
date of adjustment of duty a f w  the final assessment thcrcof; 



(c) in a case whare duty has been erroneously refunde3, the date of 
such refund; 

(d) in a cn& where the appellate authority referred to in section 94 
has referred any case back to the Central Excise Otficer under clause 
(b) of sub-section (2) of that scclion. the  date on which the order 
for such reference was passed by the appellate authority; 

(e) in any other case, the date of payment of the duty, fees or charges. 

"The Committee arc surprised that while issuing the relevant notifica- 
tim there should have been an omission to include Hcxane in the list of 
boiling points cntitlcd to the concession when i t  was Govern- 
ment's intention to charge Hex .nc a conccssion31 ratc cf duty ab inirio. 
Tllc Committee note that Ciovcrnrnent have since issucd a notitication in 
Scptcnibcr, 1966 Lo cx:cnd tile coi.rccssic~;;::l r i t e  spdically to Wcxanc and 
th;it Ciovernnicnt ha\ e also vcritlcc! tttll:~t t!:e prkc at which Hexane was soid 
earlier to users corresponded to the coi~ccssiunal ratc of duty. 

The Committee n.t~uld lrke to ~ t r c ) \  f t i c  for  t l i ~  utmost a r e  i n  the 
Issue natil;c;ttions s i l  that t l x )  yvli out the i:~icntlnr? of G:,vernment 

prccix and urwqu,v~ri~i tcrnls, Ic,~ving rru scope for doubt whatc\-cr." 

(Department of Revenue & Insumncc) 
Xcw Dclhi, dated the 3C)lh Scptcmbcr, 1%9 

The public Acmunts Com!ntcte: (196'3-69) t4th Lot Srbh.1) in thcrr 
Scventr.wcond report !lave o b r v a i  as follows:- 

"2.43, Tho Commttw would hkc lo stmar the a d  for thc utmost 
care in the b u e  o' notihations oo that they s p d  out the intcntrur~ of 
Government in pa#-~lo and uaequrvud terms, laving no sap for 
doubt whbvar. * 



IAU al8icarr,and Sactiom inthe Cantral BACW Wing of Ocnhal Board 
o f  Ex& & Custom are requested to make a note of the ohmations of the 
Public Accounts Committee and a& utmost aue in the issue of noti- 
Umtkm so that the intention of tbc Oovttaemcnt is brought out ckuly in 
dbe notific~tions. 

Mi- 

To 
All Officers and Sections 
in Central Excise Wig.  

The Committee regret that it took Govenuncnl nearly three yean to 
rectifv a defcctive m&re followed in the assessment of the value of wrterrt 
and Groprietary m-&cines for the purpose of levy of excise duty.. The 
m u r e  which was prescribed in a notibtion issued in May, 1962 
provided for the value af the medicines being basad on 
the prices indicatad in the manufacturers' price-list. For this 
p s c  the value as shown in the prialists was to bc 
d ~ ~ ~ ~ u n t e d  by a specified percentage. abatement being also given for the 
element of duty included in the prim. However, the discount was applied 
to prices without deducting the duty element, with the result that the aseessn- 
able value was depressed and the items were underass&. Besides cau- 
sing lass of revenue, this proccdure of applying the discount to cumduty 
instcad of exduty prices was also discriminatory, inasumuch as a m a n u b  
turer showing his prices exclusive of duty qualified for a lower discount tban 
a manufacturer showing his prias indusive of duty. Audit had in Septam- 
her, 1%3 pointed out to the D:partmcnt that the procedure of work i i  out 
discount as cumduty prices was defective. but it was not till March, 1966 
that Government amended the notification suitably. In the maanwhile 
Government last revenue to the tune of Rs. 3.03 lakbs in one Centrul Excisc 
Collectorate along. 

The Committee are not convinced by tbe reasons vca by Govcrnmcnt 
for the in -din8 the noti-tio.  ti^ i l l .  %icy hope ib.t steps 
will be takcn by Govcrnmcot to enurre tbat prompt action is initiated on 
suggestions made b! Audit which have substantial revenue impliationc 

[S. No. 22--p~o%raphs 2.68 & 269) 

[Ministry of Finma @cgmcnt rat hwnue) 0. M. No. P. 1Ya:"I141~6@-- 
C d . W l 5 - 1 1 - 1  J 



.Ipe Committee note that, due to lack of cosrdination between the 
lhcirt and CTuctoma Wfngr, eetsfP for ~untervailhg duty levid an an im- 
ported ingredient of a product was allawed in one cast while twcsdag ex- 
cise duty, even though the duty bad b m  refunded by the Customs autho- 
rities. The Committee observe that the r d u r e  for grant of refunds has 
since becn reorganid to avoid the poQsi&ity of such double refunds and 
that the CoUcctors of Contra1 Excise and Customs have been asW to  
review the position to ascertain wluttlaar there have been other instance6 
of such double refunds. The Committee would like to be apprised of the 
mults of this review. 

[S.No. 27- Paragraph 2 '98 of Raport] 

The reporls raxived from the Collectors of Central Excise and 
Customs show that there has ban  no othcr instance of such double re- 
fund. 

[Ministry of Financc {Department of Rcvenue,@.M. Na 22 18 68-CXVI, 
&tcd 1-1 1-19693 

Whilc thc Comm~ttec are preparcd to recognise lhat it might not haw 
been Governmtot'b intentton to Ic cxcw duty on tread rubber used for 
Ihr ~nanufacture of tyra, they m o l z r  that Guvrrnmcnt should have made 
thur inttnlion clear in acconiam with the prcscribod procedure b) isJuiDg 
an c~nlption nolificat~on rather than through uccutivc instructions. Tbe 
Committee note thc rrsrufance p e n  by Ihc Finance Socrtt~ry in evideace 
that all such exemptions arc now d c  b no t ih t~on  and them wouM 
br no rocurrcncc of wcb a kpw. The &rnmiW will watch the strict 
cornplulncc of tbac instructions through Audit Reports. 

IS. No. 33-Paragmph 2 '  l42j 

In this prrtiarlucrra -ti* iartructioor haw benlpiwn legal backing 
In NdiscUion Na SO~7-C.E. drkwl14.1967. 



GOVERNMINT OF INDIA 
MINISTRY OF FINANCE 

(DEPARTMENT OF REVENUE AND INSURANCE) 

1st April, 1967 
New Delhi, the 

1 l th ChaStrq 1889 (Soka) 

NOTIFICATJON 

CENTRAL EXCISES 

G.S.R. In exercise of the powers conferred by sub-rule (i) of  rule 8 
of the Central Excise Rules. 1944. thc Central Govcrnment hereby exempts 
rubber products falling under l:c:x No. 16-A of the First Schedule to the 
Central Excises and Salt Act. 1944 ( 1  of 1944). from the whole of the duty 
le\iable thereon. prov~dcd t l i : ;~  strch products arc used in the manufacture 
of new tyres within the factory itsclf. 

Sdl- 
(DAYA SAGAR), 

L'rr.!. Sc c, . filly to ri~ Gov .7 trm t ~ r  of lu ih 

(NO. 50'67-CE-F. NO. 24 3 67-CXII) 

The Cornmiltce arc concerned o w  the closure of as many 
as 28 spinning milk in dirfcrcni p r t s  of the country. Yarn 
production 1-.as in cocscqu~-cc hco:: procres~ iv~ l~  coming down; 
the production, uhich was 964-8 million Kg<. i n  19M, slumped t o  
896.5 million Kgs. in 1967. While thc Cornmiltee rccognjse that lhc 
closur~ of mills has been .the result of it variety of factors a : ~ d  that i t  m@t 
be difficult lo assess the extent to which this situatioa was caused by the 
growing burdcn of the duty on yarn. they do fccl that the matter n d s  
serious and immediate attention. Thc Committee note fhat Govt. are at 
present examining in detail the qucstion wheibcr the existi* structure of 
tariff on cotton fabrics needs any change. The Committee would like to be 
apprised of the result of the examination and the action taken. 

IS. No. 3bParagnrph 2'  1691 

The tariff structure on cotton yarn and cotton fabrics was cxamiacd in 
detail at tbc rime of 1969 Budget and the following c h a m  mfib introduced 
with effect from 1-3-1969;- 

(a) Cotton /dries 



mill sactor and t o  two-third of the effective rate in respect of 
fabrics produced on powerlooms in lieu of specific rates of 
duty on certain selccted and easily in&nti&blo varieties of 
fabrim of more sophistioated nature such as (1) witing, 
(2) tusson, (3) gaberdine, (4) tapestry, (5) carduroy, etc., 
where the incidence of duty earlier was low; 

(ii) levy of a rinting surcharge at 5 paise per square metre on super- 
fine and { ne fabrics and 2.5 paise per square metre on medium- 
A and non-controlled categories of medium-B a d  coarse 
fa brim ; 

(ii) abolition of grey stage fabric duty of 2 5 paise per square 
metre and reduction of 5 paise per square metre in processing 
surcharge on medium-A fabrics; 

(iv) nhnlition of grey stage fabric duty of 1 5 ~ a i s e  per rquare metre 
in the case of non-controllcd category of mcdium-B and one 
paisc per square metre in the case of non-controlled category 
of coarse fabricv and reduction of 5 paiw per square metre in 
processing surcharge of thew fabrics; 

(v) mtionalic:~tion of duty structure on fcnts: and 
(vi) doubling of compou!ldrd r ; m  of duty on powerloom fabrics. 

( I )  duty on yarn of counts 34 N.F. to -10 N.F. (higher finc variety) 
which was 40 pmrc per Kg. w;1\ H holly exempted; 

(2) d u t  on >am of counts 40 X.F. 51  S. 1'. (lower superfine 
vnrictp) w htch WIS 05 paiw per Kg. was reduced to U) psi% 
pcr Kg. 

(1) diffcrcnthl hctwccr~ '*ired' and 'unriud' yarn urii$ sholishcd, 
though thc duty on unsircd ysrn of wmc counts in the fine 
and supertinc catcgnrics u ur ~ncrc.iwtt : 

(2) funher rclicf of 3 paiir. 5 piiw pcr Kg. r~'~pectivcly was 
ntod G t h  cflcct from 29-4-1W on p r n  normnliy used 

or waving ccwrw. medium-B and mcdium-A f-tbrics. r= 
Reduction in the campaurrrld duty hy 2 wise per square mete  

in the caw af sujwrfinc and hnc fabrics. 

Thac mcawrrr wcre expected 4 0  cdmuletc thc olftakc of fabrics cad 
y m  botb From tbs miU as well as the daccnlmU foc1on of the cotton 
Iexlilc ind~l(ly. 

[Miaiury d Fiol## (lhpmm~~az crl RsvcMw) O.M. Na. 1 !W6&Cm 
c'ami 30-10-19893 



The Committee note that spocifUc rates of duty for widmi receiving eats- 
were prescribed by Gowmment, under a notification issued in Mar&,lW. 
n e s e  rates were to apply in lieu of the d valorem rates ptescribed in tha 
relevant tariff, if the manufacturers so elected. Government have taken the 
view that it was not ~ c e s s a r y  for the manufacture to exercise this option in 
writing. The Committee find the option for purposes of payment of duty 
on specific rates or advalorem rates were exercised in many Collectorates 
in writing while in others orally. While Government have maintained in a 
written note to the Committee that "it is not necessary that the option to 
pay duty at the specified rate mentioned therein should he exercisedin 
writing". they find that in December, 1967 specific instructions w c  issucd 
by the Central Board of Excise and Customs to the effect that "asses- 
ment of all wireless sets cleared by n manufacturer is to be done either 
on the basis of specific rates of duty or on ad valorem basis uniformly. 
The option as to the mode of assessment chosen should be exercised in 
writing from the manufacturer." 

The Committee. therefore, feel that thcrc is force i n  the vicw-point of 
Audit and that Government should issue clear instructions so as to avoid 
recurrence of such instances. 

Government have issucd instructions that option to pay duty on the 
rates specified in an exemption nutificrrlion. wherever necessary. should in- 

[Ministry of Finance (Department of Rcvcnuc. O.M. f. No. 7 4 1 169- 
coord. dated 14-10-19691 

It will be seen from the comments in the foregoing paragraphs that. 
apart from indkidual lapses and omissions, in a rrumber of cam 
concessions in duty or exemptions wcrc allowcd through executive 
instructions for the issue of which the slatulc docs not ddcgnte 
any authority. The Commitrre have been critical in their carlicr rcpon 
about the p r d u r c  adopted by Govanment in givin such cona~~kolvs 
througb executive instructions instad of by r krmal mtificotion 
1c.f. para 3.16 of the 24th Report (Fourth Loh Snhha)). The Committee 
trust that in future regular legal mans will be found to mcCt luch con- 
t iageacies. 

IS. No. 39- Pamgmph 3.1 J 



this Ministry is now invarhblg W n #  a notiAcation in the &cia1 gtwtte for 
grant of any oxamption undor Rule 8(1) of the Contra1 Excise Rules. 1944, 
and baa deddod to lay Wort the l ' d ammt  eU mtW&tion 
i s s d  * tb i~  Rde. A n ~ h  d in *=113: u w 
grantdi in She past through exscative instruction have dnca besn iegafarirsd 
by i s m  of f-I nodfications. Thm may still be some more such carbr. 
As and when any such a a ~ e  comas to  notice, a normal notitication will be 
issuad. 

[Ministry of Financc(Department of Revenue) O.M. No. F.7141169- 
Coord dated 1-1 1-1969) 

A review of the cases pointed out by Audit also reveals that in a 
number of cases the notifications have been interpreted diversely by 
Government and awzwing ofIlcrrs. The cmnmi+tce had drawn attention 
i n  this matter in their earlier reports (c.f. Para 3.120 of the Second 
Report (Fourth Lok Sabhn). The Committee trust that Government Wil l  
cnwre that notifications and orden are so drafted a3 to prcclude more 
th;in on interpretation. 

cS. No. %Paragraph 3 .2)  

Action takcn stnlcmcnr in rcspecf of para 3 120 of the Committee's 
Rtparl (Fourth Lok S3bha) has alrc,;dy been furnished to thc Committce. 
.\I1 notttiuitionr arc vetted hy thc Ministry of Law hcfort issue and since the 
Utni\try of Law arc rnponshlc for the correct draftmg of the notification, 
thci cncrcisc all necesutry a r c  to six that I I  is in order and reflects correctly 
thc term\ of the intendcd cxcmption. H'c haw noted the Committee's 
thwr~atmnjand ull possible carc ir bang ~ahcn  to ensurc that notifications 
and ordcrs arc fo draft4 as lo  prccludc more th.111 one ~nterpretation. 

[Minidry or Finitnce (Dcpartmcnt of Rc\cnuc) O.U. Ku.F 7'1:69- 
Cocml. dated 1-1 1- 1969) 

The Cornm~ttee hare on a numbr uf zlccasions bccn informed that 
(~(p\crnnwnt propose to introduce i~ comprehcnsivc B~ll in Farliamenl 
for ~mcndmcnt of the Ccntrol Etciw ;find Slrh Act. 1944, to owrconlc the 
shortcornin noticed in the workiag of thc Act. The Cornmiltcc note 
I t . .  the BE has k a n  under mmideracion of Government lor ihc p a t  
four  c a n .  The Committee feel that there should hc no further dehy in 
Ihls rcprd. 

(S. No. 41-Rurgr~lph 3.3) 

Tbc Ccatml h c h  Bill, 1- which ~ c h  to condidate and awad 
Ihc cxiotiq Csatni Bxdm t*w wm intraduced in LOlL &MU oa 4th August. 
'%9mdhukroraCwrsdtoths&abotCornmltbcdtbsLaltSPbh. 

IHiaitby al Fbwos (Dopuzms~ d RsMaPo) O.H. No. P. N0.7!4116PI' 
- - C o d .  &csd 1-1 I - I W ) .  



The Committee have not mado any rec~mmendations\obs~vatioar 
in regard to *ruin paragraphs d the Audit Report [ e l .  Prm. al() + 
331. They expect that the Department will nom+thblass, m conm Won 
with Au&t and the Ministry of Law, wherever necessary, take nccearsary 
remedial action in the light of discussions in the Committee. 

(S. No. 42.-Paragraph No. 3'4) 

Acttoa taken 
The Committee's observation has becn noted. 

(Ministry of Financc (Department of Revenue) 0. M. No. F. No. 
7 '41 '69- Coord. dated l5-i2-1969). 
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if raythiarg, bscolee more complicated. 

2 all thee factors. the Minkby ame to the tcnurrirv 

Cmtral Exhe law. Thin Bill is at prseat 
tbe Ldr Sbh. Tbe Ministry umld like to place tbe W A m M n t s  Corn- 
mitoas's Uyssrtiom before the ScW Committee so $ut tk, - Commit- 
tee could go mto tbe matter furtha in oonarhdJorr witb tho tndc and io- 

and if oaxrsary rerxlsnnmd makinq narrrr~r pr* in the SII 
oarrcaponding to Ruk 224(3) in mcb moddkd f+mn u it ~ry dean fit. 



The m s  o m  tbrt More trhin(y dwkiorm prior l@ 
c q i n b  should bo obtainad in aucr involving doubt m the mtttcr dl@ 
intapretation hr kan noted 

2. ~lhrthsPobr(IVUMQtbatavsye4Tortrhouldbemdetoucw 
~ d u l y u ~ u s p o a r b &  & L , i ~ h u . l r o  bscnnotad8ad 

takeabmdroruiLbb.dminirt~8rt~1pamtst0ayrs 
acmmo -IS. In thia amusc4ioa. it may be porntad out tht tbs 
wort Ocwiauy - tbs~d.mifiatlon8nd.odedduty*wliol 
w u  done dcr-of the ML of inspectors and a a & - i i d  
Ccntnl Excise, bu nor been entrusted to prctted o!Ears of tbe ML of 
SupsrtrtrsA.nt of Carrrrrl Exci8a. All fdories underthe sell- 
remanrlpmasQashrrrto6b r~htbaf'ethe Supsrirrt- 
showing* braiprioaoftbs podr,tkirluis ~ ~ u l d t h 4 d a  
ofdaty.ppliabh ThbIEabscmiddbyh 2 intsladentrard.n(* 
hu qtpmd a cmpy is dvsa  to tbe baary for dctwmioatioad 
duty on th @ removed ,a d o c  uilh rbe m s d  list. 



Miistry of Law have advised that- 

(a) It is legally open to Parliament to make a prodaim, 60mewM 
o n  the lines of section 14-A of the Orissa Sales Tax Act and section 23-B 
of the Rajastban Sales Tax Act, to the effect that refund of the cxm88 d l @ =  
tion can be claimed only by the petson from whom the m~ufadurecI 
importer has actually realised it; 

(b) It is not legally feasible to deny the refund of any amount collect- 
ed in excess of what has been bed by law; any provision denying such 
refund on the ground of =tab= pnctia is liable to be struck down as 
not only arbitrary but unreasonable. 

4. A provision on the lines of section 14-A of the Orissa Sales Tax 
Act or section 230  of Rajasthan Sales Tax Act would hardly meet the point 
which the P.A.C. has in view. The manufacturer has transactions directly 
with the consumm only in limited types of cases pither in the case of 
producer goods which he sells directly to other processors or In the cose of 
sales to Government bodies, D.G.S. & D. etc In a large majority dcasor, 
where the common man is concerned, the distributive trade ioLsrvene8 
between the manufacturer and the ultimate consumer. A proridon iike 
the one in Orissa and Rajasthan Sales Tax Acts would cnaMe the selling 
agents, wholesalers or retailerr to the refund instead oft he manufacturer 
sting it. It would be no &solation to the Government or to the 
common man if instead of the manufacturer the distributive trade mnkm 
a fortuitous profit. 

5. Besides, thhe are formidable administrative difficulties in dundin& 
the amounts to the actual consumers. It is not easy to loate the a u m c t o ~  
ultimate consumersof the goods who have borne the incidenceof the excite 
pawent ; apart from the practical difficuittes of locating them, the adminis- 
trative cost of refunding smallmnounts to arch of the numerous warurnrn 
would be quite disproportionate to the amount of refund involved. Evaa 
the prcclsc amount to be refunded to cacb consumer is di5cult to work 
out. The situation in the case of excise duty is quite different from the 
one obtaining in the case of sales tax. In tbe case of raks tax, the tmmw 
tions are be wbcn the dealer and the wnwmer and the amount of rrbr 
tax paid is diiinctly shown oa the cash wmo. In the aseof exdre duty, 
the goods after dcarana from the factory may lose idcnaty beauwe of sub* 
sequent proewin8 or may be traded in through a chain Uanrrtion. At tb0 
slagloi saklo ullin~rlc c mumet, i t  may not be possible in r majority d the 
ases to oepardte the duty  element from tbe wnsumer price. 

6. Thnc is yet another aspea to be considcrrd. Assumin8 that Wc 

Iwke .em vision in the law that the crwsa ooUsdion rhauld k Facrlnob 
by the overnmcnt and made over to the rcrcotch orlpnilatbns. * 
aInoUnb that could be so made ovai&blt would qtdarlty dwindh aa 
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~ - l d k C b S W  murtd h v e m y ~ t i V 0 f O f ~ r r n d ~ 8  
atimfamfbnd Whasthemmthrrorkirnwwrfir,abetbaclvona, 
would be that the Oovcanmcrmt rboukl continue to povkie for it from out 
O f ~ P h E L d O i ~  

7. Finrlly, tho [ha# to redcon with the pos8ibllity that if 
the mg#don to rdbo % t o t h o r m n u h & u m i n r o p o a d ~  
duties ermnsoudy paid is aaqW3, it may put saonmour powom m the 
hands Or assassin ofbem at compiuatively lower lovcl which might lad 8 to cormpion an harassment of tho asaemm No - w d  like 

y tugher duty in tho &st Lutanna and then risk amsequential refund t%!? g refused if at a later stage it is decided that lower rate of duty was 
aetullly payable. 

8. ConridaFiag alI the foregoins factors the Miniwy, whilerrbilftapprodrt 
in and in principle agreeing with the Committde's o thota thtd pRy should not f l  a fortuitous boMBt out of the =mda, b r  
wme b the muri)~~ condudon that it is adnrioirtrotivaly imprscticabb to 
insist on rsfLnds of excise duty bein paswtl on IO the aatarl amsumem 
and in w u l t  thereof to appropsiate $ refunds and r p ~ d  it for a m  
ro#rrrb. Sin- in any aue the accqtanca of the rsoommsadalion would 
involve a statutory chaage in the Ceatral Excise Law aad the Central Ex- 

Bill is alrauly bdoro the Select Conrmittee of the Lolc S a b 4  the 
Ministry would like to pkcc the Cammittet's suggestiaa before the 
Seloct Committee so that tha latter can go into the mattar further in caual- 
tation with the trade and iadustry and if necaruy rrrggat a suitable pro- 
vision for indurioa in the Bill. 



The Committee regret to observe that crawler-mountad o o e s  which, 
in terns of the M s  d i n g  of February, 1963, should have beon assessad 
as machinery were m g ! y  d as cavalllant#. Ia r ~ s d t  the 
importer had to an clrtra M of Rs. 73,905. Tbs -1 not 
m t i f i d e m * e . " J ; e m * f a r - ~ * ) . ~ m ~ A p a a k t e ~ .  
It also escaped the notice of the Intemal Audit DepahDaat uMdt hd 
checked the daim at three stagar-the i n t d  meamme i t ,  ctrim njsdioa 
stage and the appdlate stage. Ibe Committee would like to point w t  
that oyc~-assusments are quite rs objcatio8.Me (li PndrussscsawSI. 
Government &ouM, therecbrc, take tbe d i m t  opsottdty to repair m& 
omissions, if necessary by d g  suo m m  under rsdba 131 of the Act. 

This case is of an exceptional nature and normally urh O*$I-BSW~- 
ment should not have csapad dctectian at the appellate stage. Ewn in 
this case if the importen had chosen to come up in mirian petition, the 
ovnassessmcnt wouM have been rectified. 

(2) Sub-section (3) of Section 131 of the Customs Act. 19s provides 
ncccssary legal authority for the coursc of auiolr ruggabd by the Public 
Accounts Committet. Howcver, i t  is felt that initiating rwo morv .dion 
for refunding amounts coliccted on over asscsrmeat, even thou the oon- 
cerned party fails to rivail of the nonaal legal remady, wo $ to rome 
extent render the provision for radriog mqsion redundant. It m y  not 
also be possible, nor does it seem daitablc for tJ~e Oovarnmcmt to pro- 
vide for a xuachmny to go into rll M where appmls have bmn mjadd 
so as to hod out the probable arcr of wmng &chiom involvin~ ever- 
assessment. 



NOTE 

I t  was with a view to provide a check against diversion d thosc controkd 
varieties of cotton fabrics which are sujccted to preferential rater af Central 
Excise duty for production of industrial goods that actio~ was taken by the 
Tcntilc Commissioner to i s ~ w  a circular letter No. CC/Tt&Fd/lS, dated 
tbe 27th February. 1965. In this c i r c a  bttcr the compodte milb were 
directed that wntrollal categories of cloth which arc being further 
processed for any industrial purpose arc not to be pricostampcd uxl each 
pi- of MtCb cldh to be drdiyclbd for industrial w has to be clearly marked 
"For idustrial use only--not for slae." 

2. The q u d o n  as to w h u  furtber m u m  could k taken to pre- 
vent the above type of divursioa bas born carddly e x a m i d .  T& Mini- 
rrry of Commerce (now Foreign Trade d SPppl ) am of the view that in 
the a k a  d any omrd o m  ibr 6 h u i i s n  Jcouon fairies it *auld tw 
cxaxdingly diBcdt to pm~nt  m y  diversion whatroera. Invodrrction of 
any ruoh wovd h t  Minirtry an of the view would cotdl a my complex 
and oxpansivo enforoam~nt amchincry in mpet of the vrrt t d l e  t d 8  
s p d  all ovor the ooobny. Such a stcp is abo cot comiducd them lo be 
wortbwhL io dm d the fw h t  3 of 5 t of coatr &d a b h .  
mmcly. '*uroê . *dW" a d  %iAngp* wuld & be wed fw industrid 
Purporaz 

3. Tbs fadbihy d prtventiw sucb diversion by a mu* Pro- 
vision in * m d o o  pmrcri#ag aruutial rites d duty for w~bmdkd 
whia dco- f~brlor !hu r h o  exmmirwl. Sucb 8 provirion 

SOIm :- 

G 
i f m r d c b u ~ ~ o D a s l d r a a d t o k e d o r o a W c  forthcfdlowialm@- 



(ii) Iftherates ofdDdyaremdodepoadent ontbeondawofoottoa 
f h b h  it would requite follow up the duty-prid 
which is not pmdhble. 

(is) Bren if the rate of duty is mada dependent on the and a# anU 
even if the controlled d e t i e s  of cotton tabrios aIe8rad on 
payment of ooncdonal ram of duty am eventually f d  
to some later sta@ to k used for iadostri.l purpo~e it noold be 
diflicult to decide as to who would be liable to pay tho due 
amount of duty. This difficulty will aria0 because the mum- 
facturu asses to have any control .her tbe goadr have p s ~ &  
out of his hands and the industrial user will plead that ths 
question of his being liable to pay duty on the goods m a m f b  
turd by some one else does not arise. 

4. On account of the above eonsiderations it bas not been possible to 
do any thing more than to draw the attention of tbe Central Exuse O i b r s  
to the Textik Commissioners' drculrr nferrod to above and to caution them 
to be vigilant that fabrics marked for "industrial use only-not for sale" 
are not allowed the bentfit of c o d o n r l  ram of duty. 

of Finance (Department of Revenue) OM. N. 1143167-CX2 
&-1969.] 



RBCOM~QBNDATIONS~BSERVATIONS IN RESPECT OF WHICH 
OOYHRNMBNT HAVE FURNlSHED INTERIM 

REPLIES 

The CommiVtte q m t  that, due to fdu re  on the part of the Board t a  
endont copier of certain instructions, cablea, wira, and other equipment 
intend& for non-telecommunication purposes wm wrongly snnvA at 
concessiod rates. entailing a lm of revenue to the tune of Rs. 1.43 l a b .  
Thin unounfcoold not be recovcrad due to limitation. The Committee 
note thattinstnrctions have been hued  by the Board to all Branches a d '  
Section OfRcers of the Central Ex& Wing to ensure that copies ofcircu- 
lars/notiecations having a bearing on the levy of countervailtng duty a n  
sent to all Custom HOUSCS. Tbe Committee trust that thew instroctiom 
will be arictly complied with. 

The Committee note that requests for voluntary payment ofduty bare 
been made by tbe Customs House in reaped of time bamd d.imr in this 
case. They would like to be informed of the outcome of tbe efforts made by 
the Custom House in this regard. 

[Serial No. b h r a g n p h  I .371 

The obscvations of the Committee have been noted. 

Out of the 49 t imakrrrd cma in quation rbere requests for voluntary 
payment of duty wtn made. a sum of Rs. 345.28 hat k e n  dstad in one 
caw. In anotbcr cue, involving abort kvy of Rs. 230.08, tbe Custom House, 
Mednsr, bu f o o d  on m ~ d ~ t i o n  that the rsussment a k d y  d e  is 
in  order. la tbc &nin 47 caws, c o h g  the sum of Rs. 1.42JJ74.86, C the imparten, tbc lndka &phone IadwtrIa Ltd. Banplorr, hrvt not 
yet made the p1ywaV in accordance witb requests for voluntary pyments. 
The mtta ir sti l l  being pursual with them. 

Ministry of Fioracc (DeputwDt of Rnmue) 0.M.F.No. 2!20/69-Cm. m\ daud 21-IOlrn) 



In the note on action taken by the -nt on tho racommcnda- 
+ions of the Committee, it has already been explained that the mattor ia being 
pursued by the CoUector of C!ustam co fmmd dth the India& Ibbpkme 
Industries. TBe firm ;ha* b m e t e d  to the Boud y d l r s t t b  d d  
for voluntary payment on the pound that the wires and cables imported by 
them w m  of special speciscahons, dimensions and of insulation properties 
that they were nof interchnnprpble with domestic wiring, and 
s i n a  the notification extends the concessional rate to aU telscomrnunication 
wires without any rcstiction, these goods should be given tbc benefit for the 
lower assessment. The Conector of Customs. Madra IS beia asked to ua- 
miae the points raised by M/s. Indian Telephone Xadustrief a& to furnish 
his report. 

[F. NO. 2/20IdPCus d.tsb 1612-196511 

1.73. "The Committee are dislrppoiatod that an undcrt.king like tbe 
State Trad~ng Corporation should haw taken dght m o b  to nply to the 
Department of Revenue's suggestion for the disposal of confiscated cam 
through their agency. The Committec nolc the F h m  Miaistry's view 
that the Corporation's tenns for disposal arc owrarrs and aced to  be uxbd 
down. Tbd Committee arc keen that the matter should be mttbd at .n 
early date so that confiscated vehicles can be d i s p d  of srgsditiot&# and 
to the best sdlantage of Government." 

IS. No. 13-Paragraph 1.73) 

Reply by tk MM6r). of Fbum 

The State Trading Corporation of India have regretted the delay in 
replylag to the Department of R a ~ n u t ' s  suggestion for the disporr) of 
confiscated cars through tbeir agency. 

2. The tcmu eked by tbc said Cor ration for the disposal of wn- 
fustrd vehicles arc u&r mnrderation o G e  Commlttm appointed by the 
Government In pursuance of the ncommad.lion made by the PAC.- 
Fourth Lok Sabho in para 1.35 of their 24th Rc A &lul deeidoo as 
regards the terms on which the S.T.C. lbould w r l b s u r d  f4~kkBwUI 
be taken as soon ar the report of the Committee bcoomcr a v d W e  to tho 
C iovemmt  

This ha\ k n  vetted by thc Audll. 

JMialr ) .  of Finam (Dcgcl. of Rcmue) O.M. NO. 14,)/6M,.C.I. 
dat 21-10-t%9J. 



such deh do not recur and tbt imparlut matters such as the praseat 
one arc &t with expeditiously without any avoidable delay. 

Regarding the finalisation of the prooedws for tba disposal of caefic 
catcd cars the Ministry of Finam have reported that the terms offirad by 
the S.T.C. will be connided 9 4 h a  Cammtttc appointed by the Govern- 
ment to oxaminc various alternative procedures for the dis 04 of con& 
o t d  in pun- of th tcwmme~tien made & the P.A.c. 
(4th Zak W h a )  in panr 1.35 af their 24th Report. A Awl drcirion wiIl 
bc taken by that Min~strydter getthgtlrcCommittac's Report inthc mottsr. 

[ M S W y  ofporai n Tradc and Supply (Department of Foreign Trade) 
O.M. No. 24(4)16%$.%. dated 4- 11-1 9691. 

PlQua fumieh a sts(cwnt rettmg forth the rscommCDdBtMOI made by 
the Committat appointed by Gavanmcnt punuant to por~ 1.35 of the 24zh 
Report 0fthoP.A.C. (Forth Lok Ssbbn) resatding the terms and procedure 
for the sale ad oonfrrcatad v d d a a  by tbe State Trading Corporation and 
the actian taken by the Government thereon. 

The report of the Committee appointed by the Government punuant 
t o  para 1.35 of the 24th Report of the Public Accounts Committee (Fourth 
Lok Subha) is still awaked 

JMinistry of F ~ n n m r  !DL~rtment of Revenue) f-. So. 14'9'69-L.C.1. 
dnt 3-1-19301 

The Comuutlec obaem that thc factory In this ase w a s  manufacturing 
.ird clearing cxcrsahlc products wrthoul llccncc for f i v ~  WSS from 1939 
tt, 1944, when it d ~ d  not psy any e m u  duty. When ILS failure to take a 
I~ccnce was detected r t  war compounried for a \urn of R1. 5 -. This was 
Jonc on the consdcration t b t  &e outplt of the factory was below the 
cxcmptcd limit. Subsequent rnuntrptrons haw. howcvcr, drscloscd 
lhnt the orrcpPI d tba fwnarg wms abave tbc exmmrd Ir:urt awl that ~t was 
Iublc to y axclw duty. As 8 raurk of tbnr in &GAL burn, a demand for 
Rs. 22. 7d; I- bm now been n b d  t m r d .  duty p& up ta tbc nd of 
1 M7-68. 

IS NO. &-Rmph 2.52.1 

L.UQ b W rffud a d  r h t  wtrnn r* aU4d far. 
IS. No. 3a-Plnpnoh 253.1 



Departmental action against officers mpnsible for the h&ritlos 
in the matter has been initiated and is in progress. 

R-T ,-&to 

The Committee note that the manufaoturcr has gane in yppsrrl to the- 
Colbator against the demand & by the Department. They would like 
to be apprised of the final decision in this ragad. 

[S. No. 20, Paqraph 2 3 1  

The appeal is pending with the Collector oancsm* racordr o f  
the case which have teen under action in connection with b p w  7 
dings are being obtained by the Collector and the appeal wdl be&qm& 
off after giving a personal hearing to the appellant. The PuWa Accounts. 
Committee will be appritad of the final decision on the .ppeaL 

(Ministry of Finance (Department of Revenue) O.M. NO- F. Na14!6'69- 
CX8 dated 29-11-1969] 

Please indicate the final decision in the appeal p d i n g  with the mlbotor.. 

The Collsdor of Central Encise, Madras has a l d y  pconolut 
hearing to the appellant and the appcrl is under Colbdor's active e- 
ti00 . 

[Ministry of Finance (Deptt. of Rev. & Inrut.ncs) F. No. 14'6'69- 
CX8 d.ted 16-12-69] 



The appeal anr rsjsctsd by the Colbotor. The party has rince W 
a ravision appliation whicb is now undor the 0 0 ~ 0 1 1  of C3overnment 
of India. 

i n c r d  consum tion of raw mabdah for 
had brought to the notice 

Excise conarned in November, 1%4 by 
caused cartain inveatigatioas 

~ncisc who utod to enquire "s;, letter dated 27-51 5, in which ho 
the averap figures of consumption 

of the raw material, the quantity of Soda ash produced out of the smmo 
should be about 1,272 tons more than what was shown by the manufacturer. 
It has boen repotted that after further consideration of the case, the Superin- 
tendent of Central Excise concerned closed the case in November. 1965 
since he felt that there was no documentary evidence against the licensee. 
The question whether the Superintendent was justified in clso' the case 
will be examined further after the party's revision application ixidod by 
the Government of India. 

[hlinistry of Finance (Department of Revenue 0. M. No. F. No2 2.26'69- 
CX. VI dated 28'29-11-1969) 

(i) the outcome of the rcvision petititon filcd by the Pany in this 
case; and 

(ii) the outcome of the examination of the qucstion whether the Su- 
perintendent of Central Excise concerned was ytified in closing 
the case ; - November, 1965. 

( : The rcvisian pct~tion filcd h) the party i b  still undcr the considera- 
tion of thc Government of lndtic. 

lii) The matter will be exarmncd aflcr the rwirion petition of the party 
is dccidd by Ciovcmmenl. 

(Mtnistry of Finoncc (t>cpnrtrnrnt of Rcvennc) F. No. 22 16 6WX.  V I 
d:~'t.d 19-12- 1969) 

A more imwrlant p i n t  arising out of this osc rclati- lo thc nrtiunalisa- 
tion of pr&efoc dctonmfning ihc aslcssoblr: value of cwnmodrtia. 
where ouch vdue 3s worked out backwards From market priocn, which induda 
the duty e b t .  It  would obviously be nccmary b ensure that in such 
cases the e h n t  of d imunt  is applial only after deducting hum the muc 
Let prim for elambat of duty. 



The Cummittee note to tho view o x p m d  by the Mink 
try of Luw, an exteasion d to ot&ar oommodicies, the value of' 
which is detemjned ulk+r Uie C d d  Brdsas uul Salt Ao5, 
1944, is not legally f ~ ~ s l b l a  

The Committee were informed in uvidenm that Oavenrmeat seb. 
to bring forward a comprehsnsive kn to -d tho clLting ~aatt-; 
Law "in which provisions relating to valuation were litsly to u a d w .  
material change." 

The Committee would like the Ministry of Finarm to axamiaxamina in con- 
sultation with the Ministry of Law, whether, st the time of briqpng fo- 
the proposed Bill, the r e l m t  section could be so framed as to allow for tbs  
extension of the principle to other commodities. 

[S. No. 23 --Paras Nos. 2.70 to 2.731. 

The principle has already been estendd to tent or proprietary md-- 
&a. The a d y  other commodity in respoct xwhich i d r  ad dir 
count procedure is obtaining is plastics. It has been dscidad to extend to 
plastia the principle of deducting duty element from all inclusive prim of 
plastics before allawing discounts. The relevant notification No. 166'62- 
C.E. dated 1-9-62 relating to plastics is being amended accordingly. 

The Bill to consolidate and arnend the law dating to contra1 duties 
of excise has since been introduced in the Lok Sabha on 44-69 and d d  
to the Select Committee of the Lok Sabha. Valuation provisions are wn- 
tained in clause 10 of the Bill. The clause provides for v a i u a h  on the ba- 
m of the 'normal price", that is 10 say, the price which the artide would 
fetch on a sale in the open market b e t w m  the buyer and the ~ U e r  indcpen- 
dent of each other. 

As desired by the Committec, the Miairtry of Law is being ooruultod. 
md the Cornmitta would be informed of the outcow of tbh oonsultation 

IMinirtry of Fin= (Department of Revenue) 0. M. No. F. No. 7 41'69- 
&t& 15-11-1969) 

(i) Whether the noti6cation dated 1-9-62 rclatiog to Plruic br, clines 
been amendcd to extend to plastics the principle of deducting duty 
elemeat from all i~clusivc prim belorc allowin# discount. 

(ii) whetber the Ministry of Finance have riocs consullad the MhdWy 
of Law as to whethar c l a w  10 ot tbe prop& Bill tr, ~oaooUdrt0 
and amend the law relating to Cunrrd duties of m i w  ur b# SO 
amended as to allow for the exteasion of tlrc prlndphb a1 ~&W!~OD 
of duty element from all inclusive p r i m  kfon rllowEal: dimoar@& 
and if so, with what results. 



(i) The not i ikdoa  Ns* W 2  QIwS 1 - 9 4  &thg t s 3 Y ~ i c s  bar rfaa 
boan amended. A copy of notification No. 229169 dated 6-12-69 
irswd In thM amDbdOg k appbaderl. (Not printed). 

[ M d u r y  dod.Fh;eoo (Papartrnont of Revc~)uc) letter P. No. 36,11169- 
CX.1 dWd 9-1-19701 

(ii) The Ministry of Law hss s i n e  boen consulted h tha matter and a 
y of thoadvice given by tbem vide tbok ulo No. 24863169-Adv 

(P dated tho 3rd Novonhr,  1969 is appended. 4 
2. It would be rean that the Ministry of Law have advised that under 

clause IOof the Central Exciscr Bill, 1969 the'normai price' means the actual 
c ~ s h  comideration which the seller would get on the sale of excisable goods- 
and as such the trade discount if any, allowed by him is to be excluded. 
However, toput thr matter heyond any doubt, it would be advisable to 
clnrify in the proposed clause 10, that while calculating the normal price, 
trade discount, if any, has to be deducted first and that thc normal p r i c a  
means only the consideration actually received by the scllrr. 

3. The Ministrv of Law haw further advised that the qucs:ion of re- 
rcnve loss doo not arise under the proposed clause 10 because :he discount 
T O  be taken into accounts the actual discount, if any, given hv the seller and 
not fixed mntagc of the price. In calculating as ascscssatlc value, 
therefore oo y the actual amount of discount and not the rate of discount 
i s  material. 

r' 
d. It is further stated that if the sale price includes dutv, the dutv 

acru3lly payahlo on thc goods would alsn have to be deducted to arrive at the 
normal price under clause LO. 

5. Thc Ccntnl Excises Bill. I969 1s at present under the consideration 
of thc Select Committoe ol tho Lok Sabba. The amendmeat t o r  laure 10 of 
rhc Rill on tbc lines of that suggcalcd b? r he Law Ministry and :he views of 
the Public Accounts Committw will be placed Wore  that Committer. 

6. Thc Minirfry (4 Law have wen and agreed to this note including 
paragraph 4 thereof. 

[Minifilry ot P i n a w  ( D e p r t m n t  of R c v c n ~ )  Letter F No. 12'2;Cle 
CERC dated 13-1-1970). 

Extract from pap No. 13-1s. F. No. 12!2169-CERC 

MINISTRY OF L A W  
Dsputmcnt ol Lcjpl Aflrirr 

A&. (P) Seetino 



dent of each other. ahwe hewover, aucb normal ptke ir not 
.nartaina indegen k, the waluo for tho purpose of duty ia the nauert equivalent of 
-8nch price determfned in sucb manner ar may be prssuibed. 

2. It can be saen from this that the questlon a r k  a8 to the meanin8 
of tks term 'normal price' in the present context. It  seems that the meanin8 
af'thir term is the actual cash consideration which tbe mller would get oo 
tht sale of the goods in question. If, therefore, the 6eller bas l)ipta any 
discount to  tbe buyer, such discount would be excluded. Tbe normal 
price is not the rice quoted in the first instance but it is tbr rice which R dtimately the x lRr  gets in his band for the sak. Thew i~, t emfore, a 
built-in-provision for discount in the vary meaning of the term 'the normal 
price' to start with, in the said clause 10. 

3. Under explanatiw (i) to sub-clause (3) in the said.clause 1% certain 
assumpt~ons arc ta  be made for determining the normal price. Assumption 
(iii) i s  that the buyer will bear any duty on tax chargeable on such goods, 
Duty, the refore. is also to be excluded while determming the normal price. 

4. Sub-clause ( I )  of the said clause 10 gives the meaning to the term 
'normal price' while the aforesaid explanation lays down the manner in which 
the normal price is to be calculated. Therefore, on all construction of themid 
clause 10 it appears that the dicount, if any, given by the seller is to be taken 
into arrount first and the duty if included in the price i s  to be deducted 
after wards. This duty is only some kind of an estimate of wha: it is likely to 
be, made by the seller in accordance with trade praaicc. Obviously, it 
cannot he thc duty which is yet to be ~~1cu13red. The whole obwct of the 
said C;IIUX 10 is 10 enable duty to bccalculatcd imd i t  is only for that ur osc 
that i r  13!s down the assessable value oft he poods, which i s  thcnorma f p b ce. 

5. Sub-clause ( 2 )  of the wid clause 10 enables the Central Govcrnmmt 
to make rules for giving eflcct rn the provisions of the said clausr. As has 
been indicdted above discount has to hr taken into consideration first and 
duty has to be taken into account after wards according to the said c l a w  10. 
No rulcs can therefore be framed to provide forth deduction of duty first 
and the trade discount afterwards sincc that would go against the scheme of 
the said c13use 10 itself. 

6. Our attention ha$ been invited to the Report of tbe Publk Accounls 
Comrni~tds (1968-69) relatir~g to the loss of revenue duc to allnvin$ discount 
oc e~cise duty included in all ~nclume prices parlkulariy to paras2.70 to 2.73 
ol  the said Report. It appcars that the said ohscrvatian~ arise out of thc 
Ministry of Finance Norification No. 39 66 dstcd 26th March, 1966. Prom 
these crbsi.rvations it appears that considcrablc loss of revenue had occurred 
in respcct of excise duties on patcnt and proprirtary mcdidaos t o  which the 
said notificarion relatcc because there was no provision ia that notifi- 
cation from rhe beginning to make a deduction i n  respect of e d u  duty Br*t 
and dirctrun! alter wards. The question of deducting duly Brrt and diuount 
after wards in relation to patent and proprietary rncdiriats arose b#w in 
the said of nnrification discounl wm fiwd at a ~ a i n  perantybc. Tbrelore, 
if the dircount wasallowed fiml More deductrng dutr, a hi@cr rraomrl of d b  
count would hc deducted resuiting in a IOU of revam Thir quadiar w u k l  
not arix under the prop& clause 10 hccaure the dhr?s\mt to bs taken 
into account hera is  the actual diuount, if any, 8iocn by tbs dbr d aot 
a 6xd pcruntapc. 



7. Tbc proposed clause 10 fotlows on the lines of the Scheduk V l  to the 
Customs and Excise Act, 1952 of U.#, ,it may, tbctdote, ho apprqwiate to 
considerthe following cam In rogardto rntcrprrtation of the sai@hequkVI. 

8. In Solomon vs. Commissioner ot Customs and Excise (1963). A-11 
*E.R.(871 C.A.)it was hdd that rhe term6normal price' in thesaid Schedule VI 
refers to tho prices oft a ~ 1 0  by a sder  overseas on a c.i.f. contract. It wa*, 
thcreforc, held that the normal price would be it9 actual retail marks p&e 
at the place of origin, FIUS the cost ofcarringc. 

9. In Rolcx Watch Company Limitedvs. Commissioners of Customs and 
Excisc(1956) 1 W.L..R. 61 2. the Court held that the cost of English advertising 
had tobc includod in the value of the goods in order to ascertain the true value 
lor thc purpose of duty since therc can be no open a a t k n  for the goods 
bearing s trade name imported by a sole concessionaire who was comrnerically 
linked with the vendors. 

10. The above cases while bearin on the interpretation of the k said Schedule VI do not throw any ight on the present issue. To 
put the matter beyond any doubt, it would be advisable to clarify 
In the proposed clause 10 that while calculatang the normal price, 
trade dwcount, if any, has to be deducted 6rst and that the normal 
price means only the consideration actually received by the seller. 

hgislative Department may please see. 
- %I- 

K. R. Dixit, 
Asett. Legal Adviser (28-10-69). 

Legralative Deptt. 
We have no further comments to offer. 

%I- 
S. Harihara Iyet, 

M/& '~70. No. Ub63/69-Adv (F) dated 5-1 1-69 
0 0 

Tbt note of SM Dixit regarding the mterpretatmn of clause 10 
of the Bill .ad the meaning gwen to ~t that the d~scount has to be 
deducted and the normal pice ascertained beiore the duty is 
cmlculrttd, rw narbrd after dirunrarlon with me. 

2. T h e  L a h  no dircnpmcy between thb and the view 
trpmsad by Shrl BahkMwm referred to above that the actual 
discount given would bt Oco drducbbte amount 

3. hipidative DcpuZxntnt may please wc. 
=I- 



Clause 10 of the CentraZ E c i s e t  Bill, 1969. 
Valuation of "10. (1) Where under this Act, duty is charm 
ercisrblegwds able on excisable goods with reference to value, fot purposes 
of advalorem such value shall be deemed to be 
duties. 

(a) the normal price thereof, that is to say, the price which 
such goods would fetch at  the time when they are removed 
for home consumption from the factory or, as the case 
may be, from the warehouse, on a sale in the open market 
between the buyer and the seller independent of each 
other; or 

(b) where in respect of any excisable goods, the normal price 
thereof is not ascertainable as provided in clause (a), the  
nearest equivalent of such price determined in such manner 
as may be prescribed. 

(2) The provisions of this section shall apply only in respect of 
those exclrable goods for which a tariff value has not been, pres- 
cribed under section 11. 

(3) The Central Gm-ernn tbnt nlav mskc rules for the purpose 
of giving effect tc the pruvi- ):;.i of thls scctlon and. In pnrticular. 
for requ~rmg the n~mufac-tulcr or nns caii~er l~censci? or any other 
person- 

( a )  to furnish to the proler oficer such infcnnation. in such 
form and in such manner as may be specified in such rules; 
and 

(b) to produce before !he proper omcer any books of account 
or other documents of whatever nature relating to the 
manufacture, sale or purchase of excisable goods by such 
manufacturer or other hcensee or person. 

Explanation L-For the purpose of sub-sect~on (I),-- 

(a) the normal price of any exc~sable goods shalJ be deter- 
mined on the following agsurnptions, nome1y:- 

(i)  that such goods are treated as having been delivered to 
the buyer at the factory or, as the cafe m y  be, at the 
warehouse; 

(ii) that the seller will bear the freight, insurance, commb 
sion and other costs, charges end expens41 incidenW to 
the sale and delivery of such p o d s  at the f.ctorg Or 
as the case may be, at the warehouse; 

(iii) that the buyer will bear any duty or tax on 
such goods; 



@) a sale h a l l  be deemed to be a sale in the open market 
between the buyer and the d e r  fadependent of each 
other, if- 

(i) the price is the sole consideration; 

(ii) the price is not influenced by any commercial, financial 
or other relationship, whether by contract or otherwise, 
between the seller or any person associated in business 
with the seller and the buyer or any person associated 
in business with the buyer, other than the relationship 
created by the sale of the goods to be valued; and 

(iii) no part of the proceeds of the subsequent sale, use or  
disposal of the excisable goods accrues either directly or  
indirectly to, or far the benefit of, the seller or  any 
person associated in business with him; 

(c) where the excisable goods to be valued are manufactured 
in accordance with any patcnted invention or a trade 
mark. the normal prlce shall bc determined on the assum- 
ption that the price covers the rlght to use the patent or 
trade mark in rcspcct c ~ f  such goods 

Explanation 11 -Ttro pc:rs,ms shall be dccmcd to hc associated in 
t l i l s i n c ~  with each other i f .  whether tiirpcl!?. or indirectly, either of 
them has any interest ln the business o r  property of the other or  
both have a commen interest in nnv business or property or some 
third erson has an interest in the business or property of both of 
them. ,P 

The Cornmiltee rcgfct lo obacrve that as a mult of non-obscnnoc of 
the principles W down in March, 1966. for the assessment of the value of 
thcse mdicina, G o v m m n t  lost revenue to the tune of Rs. 15.92.699 up 
to 30th Novcmbcr, 1967 in one Collcclomtc alonc. Thc short-levy in seven 
other Collmomta amounted to Rs. 23.013 out of which a sum ul Rs 4,- 
had so far k n  r a t i d .  The Committm nalc that this ha cd due to 
what the r ~ p r r ~ ~ t a t i v c  d the Board chnctcrisrd u "a gmw%&ur. of ma- 
\ hincry." They rlxo note t b t  tho matter is under invatiptian for fixing ras- 
ponsibility. The Committee would like to k apprised d the outcame of 
their invdigntiau. 

[S. No. 2 4 A k u q h  279 & 2301 



IVaxssary action for fixation of rasponsibility on the ofilatr involved 
in Bombay Collbctomte has alremy been initiated. The results will be in% 
mated to the Committee in due course. 

The position regarding loss of re!venue and recovery theroof in respect 
of the seven Collectorates is indicated in the statement appended. 

[Ministry of Finance (Dtptt. of Revtnue) 0. M. No. F. No. 7'41'69-cootd 
dated 15-11-19691 

The position of loss of reve~tue involved in respect of seven Collertorales 
ofher ~han B0mba.v where the entire amouu of Rs. 15,92,699 was rimebarred. 

SI. Name of the Loss of re- Amount Remarks 
No Collectorate venue in- recovered 1 

volvd 

1. Baroda. 17,295.27 1.599.02 
amount o 
Rs. 15.696.25 is 
time-brrted 

2 -  Madras. 4,321 92 3.244.63 
amount rrnvinLf o 
Rs. 1077.29 is 
under asscsmcnt 
dispute. 

3 .  Dclhi. 5 .93  5 93 

4. Kanpur. 868.78 868.78 



vernment remained unchanged. During the  course of evidence the Com- 
mittee were informed that  the question whether Governmemt had neces- 
sary wem t o  convert an ad ~alorcm duty fixed under the statute into a 
spcciE duty by notification was being referred to the Attorney General 
for  opinion. As a n  important qucstion of  principle is involved. the Com- 
mittee would like t o  bc apprised of thc opinion of thc Attorney General 
on  this issue. 

[S.N. 28, Pardgraph 2.108.1 
Action taken 

Observations of the Public Accounts Committee havc been noted and 
llcccssary action has heen initiated t o  refer thc matter t o  the Attorncy Gene- 
ral for his op in im.  

[Ministry ol' Finance (Dcpartmcnt of  Re\cnuc) 0.M. No. F. No. 181 
34 69-CXIII d i~ tcd  28-1 l - I Y W )  

During thc courw of '~idcncc. thc I'inancc Sccrctary agreed t o  take 
Icp;il opinion on ths  qimticm whether a f r n h  notitication would hf neces- 
car! 10 maintain a ~pccilic duty at the s3mc lcvcl in c a w  a n  crd vaIort-m 
dufy, with rcfcrcnce fa  which the spccitic duty was f i x a i .  is  enhanced. T h e  
Cnmniittcc havc k c n  informal that the mattcr has hecn referred t o  the 
Mtn~s t r )  of I n w  ft,r opinton. Thc committee wouM like t o  await the 
L ~ p ~ n i o n  of thc .Ministry of LAW 111 the mattcr. 

.4cconting t o  the Ministry of Law. if the intent~on of the Government 
\r.:h\ to n~aintaln duty iat thc u r n c  m t c  ns + p a l i d  in the notikittion, even 
:~!'tcr Parliamcnt passed the F tmnce  Act, l%7. it was n a x s a o  l o  issue 
;I frcsh not i f ia t inn.  

Thc  view cxprcJsal by the Ministry of Law has k n  cnnsidcnd 
h> thc Ministry of  Fimncc but ~t is fclt that thc ivpcratlon of the eKcctiw 
r;ms of duty p r w r i h a i  hy the C r n t r d  ~ icwcrnnunt  under rectiaa 37 d 
thc Ccntritl Excim and 6 1 1  Act. 1944, r:cd not hc constnicd t o  k con- 
flicfing o r  inconsiatcnt with thc tariff rJtc of duly prcwribn;l by the Par- 
liamcnt under *tion 3 of the Act ~nasmuch ar thc t w o  sattons a f  the Act 
~l.rc.c~ficir!ly prcwidc two distinct hcldr c>f rlpcr;ltlnn of rhc cxccutivc and 
rhc lcgiblature within t h e  pcncnrl framework of the Act. Such s contliet 
vr ~ n c n n s i ~ t e n q  m y  be dremcd r41 arinc o n l y  in c m m  whew thc rffcc- 
tivr rntcs of duty fixcd by Oowrnmcnt  earlier h u p p n  to higher than 
thc stnrutiwy mi@ fixad under a Finanre A d  aml i t  ir srly In such cam 
that i w c  d a fmh ncl~ifirron can be considcmt mxswry. So long as 
lhc effmiivc rate Or d a y  aXCd by the Gowmm~nt rcmaim within the 
ce i l in~  rate A n d  by the Parbimmcnt tt i s  fell that the Gmernmcnl ~ ~ ~ l d  be 
~ l l  within itr ~ ~ l g m  to the mmc cectim rntc u war in 
forcr curlicr wi~hou~ isruins r f w h  notifirrrrion pnr?iculnrly when thcy do 

consider it mccuirry ta disturb the c l i r r t ~ r c  mlc f i d  earlier. 



A suitable provision to specifically cover the point at issue has, how- 
ever, been made in Clause 29(5) of the new CenM Excise Bill, 1969, which 
is now before the Parliament. An extract of the said clause is enclosed. 
In  view of this it is felt that it may not ba necessary to pursue the matter 
futther in the present case. 

[Ministry of Finance (Department of Revenue) O.M. No. F. No. 
18!34/6e-CX 111 dated 28.1 1 .t969. 

Extract from Central Excise Bill, 1969 

Power to exempt from duv.29. ( I  )-If' tbe Central Govcrnm:nt is 
satisfied that it is neecesar?. or expdient In the public interest qo to do, it 
may. t. not~ficrttion In the O%:nI G.iz:ttce, excmpt e~cis2blc goalp of 
a n y  specified descr~ption or e r c i~~b le  g o d s  proJuxd. curc.J or mw~ufa- 
cturtd by any class of producer%. curers or m3nuracturcrs from th: wh,de 
or part of the duty leviable thereon subjet to such cmJitionu. a i  ~ I Y  b~ 
specified in the said not~fication and to b2 fulfil1e.i b:forc o: after rcrn~val 
from any place or premises referred to in section 16, or from a wrrreh,xm 
or from an? other place approved u ldcr scction 18. 

(2) If the Central Government is s~tisfizd t h ~ t  i t  i~ n:::islrv O-  ec- 
padient in the public intcmt so to do. it may. by spxial ord-r, ex:m?t 
any excisable g d s  from the whole or part of the dutv Icviablt thereon. 
under circumstan~es of an erccptional nature to b: stated in such or& 
and subject to such conditions as may b: spxi t id  theran. 

(3) If, after any goods have bxn  mmufacturcd, 

(a) any duty is levied on such goods, or 
(b) the duty on such goods is altered, or 
(c) any notification exempting such goods from the duty leviable 

thereon is cancelled or modified, 
and such p o d s  are used in the m~nufa.-turc of any exsis~blc sooh, any 
cxcmp!lon from duly under this, scctton In rcrpxt oP the ercic3blc g o ~ J ;  
so manufactured, ma) he suhjczt to tht further cond~iron that duty shdl 
be pard in such manner and a1 such lime. as may be pfcluiW, on the goods 
so used as if l h t  o d 5  w-re ~ I ~ J ~ c : u - : J  3Rer su:h Icvj, alteration. can- 3 ccllat~on or m ification. 

(5) Where any alteration i s  made ather in the dcnctiption of any 
cxcisabk goods or in the ratc of duty kviaMe thereon, by any Bill to givo 
effect to the hanaal proporah of the Central Govcrmeat or by m y  Cant 
ral Aa, then, every n o l i h t i w  iawsd wder sub-=ti00 ( I )  and ev8ry order 
nude uadcr subadon (2) with to ;ucb 8 o d s  Wm Mab a k a -  
tion, sh l l ,  unkss such notibtioa or oder is modieftl or rwciadsd con- 
tinue in force a d  be &em J to bavt b w  bud or m d a  rhth mfsran* 
totaahddaaiptiooIhWortbsJtonadwdwbvhbbtaaFooa, 
u tbt arc may be: 



Rovidod that n o w  in thia sub-rectIon shall apply to any such noti- 
&ation or order---- 

(a) under which tbe rate of duty payable on such goods is higher than 
the rate af duty leviable thereon consequent on such alterations. 

(b) where no duty is leviable on such goods consequent on such al- 
teration. 

The Committee are disturbed over the lapses revealed in the cast. 
In tarns of standin instructions issued by the Board in May, 1957, poster f paper was to be c assified as pxking  and wrapping paper'. This was, 
however, y g l y  classified in seven Collectorates as printing and writing 
paper' causlng an under-assmsment of Rq. 5.86 lakhs. By the time the 
mistake was detected the demand could not be r a i d  in most of the cases 
because of limitation and only a sum of Rs. 50,062 could be recovered. 
The representative of the Board himself admitted during evidence that this 
was a case of 'patent negligence' on the part of the officials concerned. 

(para 2.121) 

The Committee are not happy that disciplinary proceeding against the 
officials ruponublc for 'he loss have heen so lnordina ely delayed. In the 
patna Collectorate where the loss of revenue amoun*cd to Rs. 2.42 lakhs, 
the cmision came lo llghr as early as Augus., 1961, but disciplinarly pro- 
ca-dings are yc to be initiated. The corn mi'^^ need hardly point 
our that such dJny defeat the very purpose of dlriplinary proceeding. 
The Committee dcsire that I he Board should 'ake serious no:e of such da 
lays wid ensure that discipltnar* proceedings are initia!cd immediately the 
omissions coma to light. 

(para 2.122) 

Anovha disquieting feature of the case is tbat most of the omissions 
in clasPifica ions came to no ia only'af~er Auddit pointed ?hem our. This. 
t:~dlcalcs that rhe tn*amal checks exercised In the Central Excise Depart- 
rncnr are noa vary effimtvc. The Commrtce hnve repeatedly drawn att- 
ellton ro the nadcquacy of the lnranal Audd Organwt on in the Cent- 
ral Exc sc Ilcparlmcnr. In paras 3.273.28 of thev 24 h Repor* (Fourth 
Lok Sabha). .he Committee (1967-68) Jc~~rcd that Ciovcmment should 
ukc can d r y  dgctmon on the quamn of Setung up an independen' Dl- 
rtilnrit c of In*cmal AtiJ~f  whtcb wudJ be common :o all Revenue Dc 
; w  mcntr or al.arna-rvely a scpanto f>trcUora.c of Internal Aud~t for 
C'entral Exziu. Thc Comm~ttsa would ltke auly acr.on ro be taken on 
rhu sugpmon. 

[S. No. 29 (para 2.121j 
Aet& Taka 

'The obrcwatio~r Q? r lr  : cxnnit r cc have bccn noted. 
tpua 2121) 



for loss of revenue in the a s e  under.considemchn: The n m h  cxf 
those officers is ten, one of whom has explrad ,Re(Fardr~ tho 0 t h  nine 
~ffioers who are now pasted at different stations ln tbe c O U ~ ~  pmmaad 
a ~ p o n d e n c c  has had nessarily to be canid on and whrh.is an un- 
avoidable time cousuming factor. Further progress will be intunatd to 
the Committee in due course. 

Regarding inordinate delav in such cases suitable instructions have 
been issued to all Collectors of Ccntnl Excisc cautioning them to avo~d 
the same. A copy of Board's letter No. 19 35 69-Ad. 11 dt. 25.9.69 that 
has been issued in this regard is enclosed. 

(para 2.127) 

The Scheme fonnulatcd in 1965 for setting up an independent Dim- 
torate of Audit had to be deferred on grounds of economy. The "Self 
Removal Procedure" scheme has been nwdc applicnblc to all the commo- 
dities (except unnianufactured tobacco) liable to Central Excise duty with 
effect from 1.8.1969. As a result of this major reform In the system of ex- 
cise coctrol, the scope : i d  fu~ctions of the Internal Audit Orpanisation may 
have to be redefined and will be ficnlistd nftcr ihc (Sclf Rcnw\al Procedure' 
scheme has functioned for some time. Thc S h f  lnspccwn Unir i n  the 
Bpartment of Expenditure is working on the composition of Audit Parties. 

(pan 2.123) 
[Ministry of Faance (Dqtt. of Rcvenur) O.M. Na. 22'9 68-CX V1 I1 

dated 27.10.1969). 

(CE?XRAL BOARD OF EXCISE AKD CUSTOMS) 

From 

New Dclhi, the 25th Srptembct , 69 
. - - - -  - 

The Secretar)., 
Central Board of Excise and Cuaoms. 

To 
All Collaztora of Central Excise. 
All Collecbn of Cus tom 
Thc Naruia Commissioner. Gwalior. 

The C h ~ d  Chemist, Central Rcvenuc\ Control Laboratory, N e w  
Delht. 

The Dy. Collecfar-in-charge, 
Statrst~cs and Inkllrgcncc Branch, 

N e w  Delb. 
Subid:-Delay in lnrlituma of drwplmar). prQCCYdiap-Avoba of- 

RcgPrdrng 



of duty at r highor rate, oobsbquent on cnhanceme,~t of the duty on a uriR 
iw in tlro Bud$& p~posrrls, there war considerable loss of revenue. 
~hough  ths irre@&tity w dekdbd in August,l961, it has come to light 
that dbipr ' i ry pmcccdinp have not bcen initiated so far against the ofB- 
cials responsible for this loss. The Public Accounts Committee have 
taken a very serious view of the delay in respect of institution of the disci- 
plmary procec.i ngs and havc des real that such dclays should no$ ricur in 
fufure. They havc also dcslrd that a scrlous vlcw of such delays shovld 
bc taken and that in fu.urc s eps shonld betaken to ensurcehat d1scipl;- 
nary proccdings In such c a w  are n tiated immediately the omissions and 
irregularities come to  light. b 

2. The Board wo ~ l d  hold thc Collectcr also responsible in cascs where 
avo'dable delays havc occ mcd.  Thc Board desire that t hesc i n s  ructions 
should be brough- to the not ce of ail J sc planary authorities under you, so 
that through cow01 cham an4 o her procdurcs, as may he suitably devised 
hy you, instances of thetype as came to the i;o ice c f  thc P.A.C. will get 
clln~ na rd  anJ prompt ac ion 1s taken to ln~tia cdwlpl.nary proceed:np 
in  cases involving loss of rcvcnue. 

3. n c  receipr of this Icitn may pleasc bc acknowlcdgcd. 

Y o ~ r s  fa'r hfi lly, 

(M.S. Sn'.4R.4MAk;RISHNA) 
Sccre rilry, 

Recommendation 

The Comm rrce regre. tha' d ~ c  to a frliiwe to ~n-erprci the provisioas 
$)f  a ccr a,n n ~ v  l i w w n  r c g d  ng the levy of conccss anal rates of duty 
or! yam. rhe benafi of thew ra cs war wrongty cxtcndcri ro a number of 
un 1 s  re3 11;tng in shm levy of duvy 10 rhc rune of Ro. 3.97 lakhs. Tbc 
('own ttec no e that  dcm~nJs far th s ama tnr have hocn rarsat, but tbu 
i r ir lvhy so far e%me,i ammn J, only to Rs. 38.500, the blnncc beng u n d a  
d .sp ~ t c  In some case In the oo ins. The Commtttec w o ~ l d  11 kc to k 
rinprtscJ of thc progress In rcalcw~on. I'hc Cornrnwrr would also Lkc 
(iwcmmmt to exam oa haw thcr: om %tons o c c u n d  ,n rhc C o l l e c ~ o r a ~ u  
an4 tnlrrpta anion in the ltg'lt of thcx f i d m g s  

[S. Nu. U1-puagraph 2.128) 

The otwcmrtions of' the Committcr hnvc h e n  nntcd. A furtba 
fOrnrnunicrliaa will id low ~ d r  the p r o p s  in rarli~1ion of duty 
and cmminuian of the aue*, of Ulc orniuronr. 

[Ministry af F ~ C Q  (&pa. of Rcvcnue) 0.M. No. 1 30 67-CX11 
dated 29.10.1969] 



The Committee note that out of tho total under-assosameat of Rs. 
93.197 demands for Rs. 90,345 have been raised. Of thirr, a sum of Rs. 
50,294 has so far been resltsed. The Committee dmim that vigorous 
etlbcts should be made to recover the balance. 

[S. No. 32-paragraph 2.137J 

A3 regards the rzzsvery of the bnlance out of the total a m x ~ n t  of do- 
rnlnds raised, the psitian is 3s under:- 

( i )  A sum of Rs. 9,762 reprerents the amount of demand raised 
against M s. Parvathy Mills in Cochin Ceitrd Excise Collecto- 
rate. The party has filed a Writ petition in the Kerala 
h i e  Court and the questioa rtgardinq its defence is under em- 
mination in c~nsultation with the Min~stry of law. 

Gi) A sum of Rs. 14,238 represents the amount of demand raised 
against M's. D.B.R. Mills in Hydernbad Collcctorate. Their Ap- 
peal has been rejected by the Cdlector of Centnl Excise, Hydera- 
bad and Revision Application has since been filed by them with 
the Government of India and it is under examination. 

(iii) A sum of Rr. 16.051 rcprescnts the balance of demand raioad 
against Ms. B.T. Mills of Nagpur Central E~cise Collectorata 
This amaunt has since been r u l i d .  

[Ministry of Finance (D:pwtm:nt of Revenue) O.M. F.No. 1'43 67- 
C X I I  dated 28.10.69.1 

TheJbmmitttc note that. according to the view exprurwd by the 
DGTD, glass-refills, whtch arc nat s~lvcrd an3 v . ~ u u m i 4 .  cannot h= 
regarded as finished refills and thd t  c t:n?lcte rcdilr, r~ tbcr  than raw rcfiilp. 
should be chsrgd to ddty. Tne C m n t r t t e  rcgrcl thrt the .Ministry did 
not consult the DGTD trll thc mrttcr war rawA by aujit. - 

42..  

The Cornm~ttee hope that in the light of the opinion of the DGTD, 
Government will cnnsidcr whether it wmid not be advantageous to levy 
excise duty on silvcrd and vacuumid refills rather thm raw refills. 

The o k v a t i o w  of rhs C3mmittcc have b:cn n o d .  
We have wnsultcd the Yrnidry of Law also. Sinoe tbsca b8 difbwp 

.d opinion tbe matter rqu~m further coardcrrtion in ooilDlaltUi00 wth 



the Mitry of Law and the Director G e  leral, Technical Development aod 
it i8 bojd  that the matter will be Bnalised soon. 

[Ministry of Finance (Doptt. of Revenue) O.M. F. N3. 16/19/69 
C.X.4 dated 28-1 1-19691 

The Committee would like concerted steps to  be taken to  improve 
the position in regard to the collaction of arrears of Union Excise Ddtie~. 
The arrears which amounted to  RP. 409.64 lakhs on 3151 Much. 1952 
increased to  Rs. 1606.68 lakhs on 3151 Much ,  1957. Vic~:d in rclatioa 
to the total rcalisation from Exciw DdticP. th :  arrears am ~ l n t e d  to  0.81 
per cent. of the rcaIisxtion in 1961-62 an1 1.55 p:r .;cat in 1955-5'. 

The Committce also ahscrvc th  I I  old ar rexs  (i.e., arre-irs p:n%n~ for 
more than one year) con,tituie a\ rn I C ! ~  a; 57 p x  ccnt of th: aggregate. 
Aq in previous years, thn 1.1rgc.\t arrears xrs 1'1 rr.rp::t of unaiauf,t:tured 

' tobacc~ (aboxt Rc. 3.95 crorci) o f  whish over 75 p x  cz ~t ar: p: rdm: fo: 
,>vx on': y:ar. Tn: Comnittcq In th:ir w:ess~v.: R:p>~t.i  03  Unioa 
Excise Duties, have been stressing the need for the early liquidation 
of arrears. 

Th2 Csxnnitte; fu-t$:r n>:c thi! ~ - r : r r ,  ,,'cc:~.: .I rev o I g!l>i  W J A  
fibre amounted to Rs. 3.14 crores or 20 psr ccnt d th: total arrclrb a; at the 
cnd of 1966-67. Governm-nt have rtated thzt in v~ew of a d s i s i o ~  taken T O  
cwmpt thisitem fromdutv, thsrc is n,, lntcntlon of cnfo-cin3 th: ~ 1 : ~ t 3 ? i l ~ 3  
dcm~nls .  Gwcrnm:nt I F  conwi=itn;~ th: q J:.LIOI o r  w,thi-&win3 their  
d c m m h  in coniultat~on wlth th: C.ja-xro!lcr a n i  A-liito: G:mdl of 
Indu. Th: Connittee wmld ltkc t'l: m tttcr to b: sp::;lly s:tt ld 

[S. NJ. 35 -plrayrapji 2.157 to 2.1 53) 

2. So far as the a m n  olevasc  duty oa glrvr W J ~ !  t i k c  a n  >ll'.ing 
~ ~ ~ ~ . ~ . 1 J ~ ~ o ~ ~ s ( a b ~ ~ t ~ ~ p : r ~ c ~ ~ ~ ~ t h e r o i r l ~ r r c r r s ~ !  t h : ~ \ i d  1355- 
67) arc conccrnod, the mlttcr had to b: h:lJ In rS:yans tdl th; t?:rc, l1:h.u 
n f a a t d  Ew- Bill, 1969, fb BdI hot jinx b x r ~  intro-lux1 la rh: L,k 
Qbha oa 4-8-1969 and the mtiror hrl now h a  b k c n  in hint. 



PPvtbsr llnfmmation desired by the action-taken sub-Codttee 

Please indicate- 

(i) the outcome of the efforts made by the department to 
improve the position in regard to arrears of excise duty, 
particularly those outstanding for more than one year; 
and 

(ii) the present position regarding arrears of excise duty on 
glass \voal/fibre amounting to Rs. 3.14 crores. 

Governments Reply 

The position r\-!th rcgnrd to the above is as under: 

( i )  As a result of efbts made by the department to improve 
the position in rcgnrd to :Irrrars of e s c ~ s e  dut?. outstand- 
Ing for more than one year old, arrears amountma to  
Rs. 2.08.37.000 out of Rs. 27.00.81.000 ha\w since been 
liquidated during the period from April to Eu'owmber, 
1969 Out of the old arrcars. duty amounting to 
Rs. 15.99.84.000 1s subject matter c ~ f  court cases, adjudica- 
tion. appeal and rcvlblun pet*tion prncwdlngs and as such 
recovery of these arrears will havc to awalt the  dec~sion 
in these cases. 

(ii) There has been no change wlth regard to the position 
regardmg arrears of exclse duty on  lass wool/fibre 
amounting t,. Rs 3 14 crores. The matter had to be held 
in abeyance t ~ l l  thc~ ~ntrtductlon of C ~ n t r a l  Exelse Bill. 
1969 The B I ! ~  has sincc heen ~ n t r o d u c d  in the Lok Sabha 
on 4th August, 1969 and the matter has now been taken 
up with the Comptraller and Aud~tor  General. 

(Ministry of Finance (Department of Revenue) Letter No. F. No. 
96 69-CX19. dated 13-1-1970). 

The Commtttec regret that, due to a misintcrprclatian of the relevant 
tarifT item. tnrtructionc were p e n  by.the Centwl Ba rd  of Rewnur in 
February--Oaohcr. I963 that 'leathcr cloth' Mcd not be assamd to duty 
as 'cotton fahrr' IT 11 contained Icss than 40 percent hg wclght of cotton 
fabric. It ic  wrprwng that the tar1fTm6 so ~nterpwted when rt had &find 
cotton fabric\ "ar all ~ a r i e t i e  of fabrim manufaaurcd whdly ar partly 
from cotton", without spaif>ing what the percenlagc of cottan conlcnl 
should be. When thc cnrw positinn hcurmc known to the Bard, tbcy 
tsmd an  exemptinn nntifmtron in Fcbnnry, 1M. by which thac rcvenue 
to the tunc of Rs. 7.61 lakh* had k n  In%!. ' fhc exemption aatifkration 
covered only leather cloth containing l e ~  than 20 pcr m. cattan. Ob- 
v~ouslj, therdnrc. it cctukl not havc brtn Crnrctnmmt's ialcatb to W p t  
lcathcr cttntsrinmg from 20 per cent to 90 percent cot~an. Thc f<na of ndrt 



duty in rclgct of this variety of leather cloth clearly a r m  out of a mi* 
ietdpratrt n of tbe tarlti. The Committee hope that scuh castly mistakes 
inintapr~trtion will be avoided by both the Board and the Ministry of Law. 

(S. No. 38-Paragraph 2.179.) 

The above observations of the Committee are under examination in 
consultation witb the Ministry of Law. A further communication will 
follow. 

[Ministry of Finance (Dcptt. of Revenue) O.M. No. 1/12/67-CXII 
dated 30-10-1969). 

NEW DFJ.HI ; 
January 24, 1970 - 
Magha 4 .  1891 (Solro) 

ATAL BIHARI VAJPAYEE 
Chairman, 

Publir Accounts Committee. 





Finance 

Finance 

This would ensure that 
minatcd and that all dm 
I t  may be an advantage, 
Galledor in eaeb Cust 
all aues of &ins not 
nuous agtch on the poclition could be kept. 

The Commit tee are of the opinioa that Gomumeat should 
i n  appropriate cases refund urccss &ons suo motit w b -  
ct er over-assesmen ts specifically come to their notice, Tho 
law no doubt provides legal remedies to the parties who u6 
over-asscszod, but the law also provides tbat Governmtat cm 
make refunds voiuntirrily. Failure of a party to seek l@ ra 
nradits. cithcr through inadvertrna or ignorance. nod not, 
r l ~ e ~ f o r r .  prcclude Government from exercisiq thsir porras 
under the law. The Committee appreciate that lt may + k 
pssi blc for Government to set up an elaborate m.ehmarp 
g o  into all case of assessment, but when an over-t 
does come c a  norice, Government should make a refund volun- 
tarily, without waiting for the party to come up Won them 
with a revision application. 

The Committee observe that adjudication ptoceedinIp 
still in progress in respect of 53 cars seized between Janauarp, 
1967 and July. 1968 and 19 launches seized between July, 1967 
and July, 1968. Considering that the timalimit for fin 
conficcatian proceedings as laid down in the instructha 9 
(iovcmrncnt is  one month. the psition mwt be d s t m d  
satisfactory. In fact. Government themselves are of the view 
that adjudication p r d i n g  "have been considerably d&yadn. 
The Committee tru..t that Government will muto that tho p* 
cocdings are quickly finalised, 
-----. 3 



It will dm be necessary for Government to kee a watch 
on the dismal of all the vehicles in respect of whic IY c o n e -  
tion p r o d i n g s  are finaliscd so that their disposal could take 
place as m n  as possible after the completion of the proceedings. 

Finance 

Finance 

The Committee observe that investigation made by Inspec- 
tor of Central Excise into this case on the basis of revised returns 
of consumption of raw materials in the factory gave him grounds 
to believe that the fadory had prducad more Soda Ash than 
it reported to the Eiicise authorities. On this basis. the fadory 
hecame liable to pay extra elrcise duty. However, the Superin- 
tendent of Central Excise did not consider the case fit to be pur- 
sued further. Government have stated that the quartion whetha \8 
the Superintendent was justified in closing the c a ~ ~  would be 
exnmincd after the revision apptication IS disposed of. The 
Committa trust that the matter will be examined expdtiously 
and appropriate action initiated thereafter. 

Tbc Committee consider it essential to rationalise the pr&re 
for &termination of assessable value of commodities, so that ano- 
malies of the kind pointed out by them in para 2.68 of tbe Sevmty- 
Saxsnd Report (Fourth Lok Sabha) may be eliminated. The 
Committee note that the Mmistry of t a w  is being consulted by 
O o m m e n t  in this ~ K L  I h e  Committee bop that Oouern- 
asmt win, on the basii of legal advice, ensure that &we lgof the 
CenM Excise BPI is nlitably ~mendcd, if ncossssry, so tbat the 

r-' ure ibr dettnnination of ascsabk valm is put on a ratis- 
actory footing 



The Committce would lrke Government to consider whetha, 
as suggtstcd by Audit. it would be possible to incorporate a suit- 
able provision In the Central Excise Bill on the l ine  of Wua 
37( 1 1  of the Bombay Sales Tax Act, so that Trade does not get 
fortuitous benefit of excess collections of tsx nalised from the 
mnsumer., 

T h ~ r  case ~nvohes an mport.int question namely whether 
the Elrectrt~ve has power to convert an ud valorem duty fixed 
under a statute into ,I spec~fic duty. More than a year has elapsed 
stncc the Comm~ttcc -ere mfonned that the matter was being re- 
fwd to the Attorney General for opinion. The Committee re- 
pet to note this tad~ncw In the Department. They desire tbat 
t t  should he referred to the Attorney Gerienl without any further 
dcta) . 

In Lhcir sucnssivc reports. the Public Aawtots C o m m i  
have 3nwn attention to thc inadequacy of k Internal A d $  
Organisatron in the Ccntml Excise Department. The in€mke 
tion of the 'Sou Reinoval Procedure' lends addd importarm 
the ncnl for a vigilant lnternnl Audit. The Committee trust that 
Government will t:tkc nacsrary steps to strengthen the Organise- 
tion nut otdy In terms of numbers but also in nsptct of q d l y  of 
work, by rtrcudning i t s  functions and procedures. TBe CanmittOe 
would l~ke  to watch the elieclivencvs of Internal Audit's perform- 
ance through future Audit Reporb. 

F~nmce T h e  Comm~ttw ure not happy that Government are unable 
Porciptr 3 r d c  to cvolvc a p r d u r e  to check abuse or duty c o n d o n s  on con- 

lrolled cloth. They hope that centml Excise Oflicas would ktep 
8 vigtlant witch, so that diversion of controlled fabrics a s s d  

+ - . . - - - - -- - 



;it ccmccs-ionat ratn to ~ r d w t r i  I use is prevented 
;ind diffcrcntial duty chargctl where such diversions c o r e  to 
notice. 

Thc Comnlittec obscrve that changes have been mde 
i n  thc tariff ctructurc on cotton yarn and fabrics with e6a:t from 
1-3-1969 with a view to stirnulatin4 the off-take of fabrics and p f B  
both from the mills and decentralised sectors of the cotton textile 
industry. They trust that this will improve the position of the 
spinning rnills in the country. The Committee furthe- tntst that 
Government will take from time to time such measures as beoome 
nms.v)ry for the rehabilitation of the spinning mills in the c untry. 




