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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee, do present on their behalf this Twenty-fourth
Report on Para 18* of Audit Report (Civil) on Revenue Receipts,
1966 and Audit Report (Civil) on Revenue Receipts, 1967 relating to
Customs and Union Excise Duties.

%. The abnve mentioned Audit Reports were laid on the Table
of the House on the 28th April, 1966 and 30th May, 1967 respectively.

3. The Public Accourts Committee considered these cases at
their sittings heid on the 16th October. 1967 (F.N.) and 20th and 21st
December. 1867 (A.N.). The Report was considered and approved
by the Committec at their sitting held on 18th March, 1968. The
minutes of these sittings form part of the Report (Part II).**

4. For facility of reference the main conclusions/recommenda-
ticns of the Coinmittee have been printed in thick type in the body
of the Repnri. A statement showing the summary of the main
conclusions/recommendations of the Committee is appended to the
Report (Appendix XV).

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

They would also like to express their thanks to the officers of
the LMinistries of Finance (Department of Revenue) and Transport
and Shipping and the Central Board of Excise and Customs and the
Bombay Port Trust for the cooperation extended bv them in giving
information to the Committee during the course of evidence.

NEw DeLui; M. R. MASANI,
March 21, 1968. Chairman,
Chaitra 1, 1890 (S) Public Accounts Committee.

*The Public Accounts Committee (1966-67) had appointed a sub-Committee
to consider para 18 of Audit Report (Civil) on Revenue Receints, 196 6. ‘The Sub-
Committee could not take any evidence as the Third Lok Sabha was dissolved on
3rd March, 1967.

*&Not printed (one cyclostyled copy laid on the Table of the House and five
copies placed in Parliament Library.
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I
CUSTOMS (CONFISCATED GOODS)

Delay in the disposul of Confiscated Goods—Para 18 of Audit Report
(Civil) on Revenue Receipts, 1966

Audit paragraph disclosed that confiscated lead pencils worth
about Rs. 1,83,000 were lying undisposed of since 1958 onwards in
Land Customs Collector, Shillong. In 1961, Audit suggested that
in order to avoid damage or depreciation in the value of the goods,
the goods might be utilised departmentally in accordance with the
Board’s general instructions. In reply to an Audit query in 1964

regarding utilisation as suggested, the Department furnished the
following particulars:—

(1) Total value of pencils supplied to— Rs
(a) Railways . . 30,244-36
(b) Other Govt. Departments . . . 8,941.73
{2) TTotal credits received 30 far from Railways ard other Govt,
Departments 28,755.02
(3) Undisposed of pencils 1,44,161.62

1.2. In a note submitted to the Committee in Nayv. 1967 the Min-
istry of Finance (Department of Revenue) stated that the quantity
of pencils seized in Shillong Collectorate during the period 1933 to
1961, year-wise. was as follows:—

Quantiry
Year
Gross Dozen Number
1983 . . . . . 146 3 2
1984 . . ) . .2223 - 11
19848 . . . . 118¢ 2 3
1086 . . . . 955 G o
1957 ) . . , |82 S 6
1088 . . 2986 10 4
1989 . . . . . : 68 6 7
1960 . . . , , 29 6 8
19061 . : . . 9 10 y)
Grand Towl . . . . 13518 2 2

i
'
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1.3. Attempts were made on several occasions for sale of the
pencils through auction

1.4. As the bids offered were below the duty leviable, the bids
were not accepted. Pencils were thereafter offered to other Gov-
ernment offices but the demand was for very limited quantity.
2,532 Gross, 11 Dozen and 4 pencils were supplied to Railways and
other Departments. In consultation with the Ministry of Works,
Housing and Supply, the stocks were transferred to Calcutta Cus-
toms House to enable the Stationery Office, Calcutta to inspect and
accept the serviceable quantity of pencils for issue to Central Gov-
ernment offices. 12,985 Gross, 2 Dozen and 10 pencils, inclusive of
509 Gross, 1 Dozen and 2 pencils pertaining to Jorhat and Gauhati
Divisions, were despatched to Calcutta for disposal. The inspection
of stocks by the Stationery office was made from August 1963 to
May, 1964. Only 528 gross pencils were found acceptable to the
Stationery oftice in 1965. Thereafter, efforts were made to dispose
of the balance by the Calcutta Custom House through auctions.

1.5. The auantity of penciis damaged in storage was about 1,050
gross valued at about Rs. 12,000

1.6. The total amount realised by auction of pencils and sale to
Government Depa:tments is stated as Rs. 2,04,044.

1.7. The book value of the penrils transferred from Shillong
Collectorate to Calcutta Custom House was Rs. 2,27,951. The duty
leviable thereon at the rate prevailing was about Rs. 245 iakhs.

1.8. Referring to the loss on the disposal of the pencils, the
representative of the Central Board of Excise and Customs stated
during evidence, that the loss could be gauged with reference to
the book value of the goods or duty liability. In this case the book
value of the goods was undoubtedly higher than the sale proceeds,
but the book value was not necessarily the correct value, as it might
have been inflated. The witness agreed that due to long storage
there had been some deterioration and admitted that pencils worth
Rs. 12,000 were eventually disposed of at a lower value. In so far
as the duty liability was concerned, there was no loss in the dis-
posal of the pencils. The pencils were disposed of between the
middle of 1965 and June, 1966 when the rate of duty was 100 per
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cent ad valorem. Against the duty liability of Rs. 99,000* the sale
proceeds were Rs. 1,98,000.

1.9. The Ministry's note showed the following details about the
dates of auctions and offers received before the confiscated pencils
were transferred to the Calcutta Customs House:—

Name of place Dateofauction  Positionreecarding offers received
1. Imphal . . 16-1-1955 No offer.
11-2-1955 ”
10-5-1955 .
25-6-195< .
21-2-1957 Bid hist is not aveilable.
July 1959
August 1939 Do.
Iiebruary 1960 Do.
May 1960 File containing bid > 'sg is n
available.
2. Siichar . . 10-5-195% File is not available.
25-6-1955 File  containing bid list is not
not available,
27-6-10585 Bid list is not available.
20-7-1087 File is not available.
27-6-1958 Do
3C-"-1988 Do
Apnl 1o59 Do.
3. Gauhati & Intormition is not available as the relevant files  were
Jorhat destroved sometime  back.

1.10. The Committee referred to the Ministry's note stating that
the bid lists were not available and asked how in the absence of
relevant records, the Board contended that the bids were below the
duty leviable. The representative of the Board stated, “My infor-
mation is based on the reports received from the Collectorate. At
that time they were reporting from time to time to the Central
Board stating that they were putting the goods up for auction and

*Audit l;nvc stated that 't is not clear how the duty ligbility has row be
stated 1o be Ra. 99,000 by the Ministry of Finance when carlier the Ministry h:’i
“kuill.“d it as ligs. 2.45 ‘;akhs. Audit have further pointed out that till 20'.8.65‘
pencils were subject to a duty at a specific rate for pencils or as g percent. t
value of pencils whichever was lugher, They have concluded pe g of the

“*Considering the periods of seizure of the pencils and the rates of duty
prevailing trom time to time, it would appesr that the duty leviable at the
specific rate would be higher than the duty levisble on the value and this
would approximately be Rs. 2.45 lakhs as first estimated by the Minis-
try. Hence the clement of loss of about Rs. 40,000/~ on sccount of duty
cannot be conclusively ruled out in the sale of the peacils.”
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the bids received were not upto fair price that had been fixed for
these goods. Whatever bid lists were available, they also revealed
that the bids were below the price fixed. The transactions took
place 7, 8 years ago and these papers have already been destroyed.”
"The Secretary, Revenue and Expenditure stated, “I understand Board
records are there. There is no difficulty in furnishing the extracts.”
Referring to the destruction of the records of the Collectorate, the
witness stated that records were classified for retention according
to Rules.

1.11. The Committee desired to be furnished with a note stating
under whose orders the files were destroyed. The Ministry in a
written note (Appendix I) have stated that bid lists of 1952 and for
the period from 10th May, 1956 to 5th August, 1957 in respect of
auctions held at Imphal have been destroyed under the orders of
the Superintendent of Central Excise, Silchar in accordance with
the prescribed departmental procedure. Some bid lists pertain-
ing to auction of about 200 gross pencils only have now been traced, -
particulars of which have been given in the note.

1.12. The Committee also desired to be furnished with copies of
the r<levant extracts from the records of these bids available in the
office of the Central Board of Excise and Customs. The Ministry
have furnisned an extract from the statement received under the
Coliector of Central Esxcise letter No. 1(17)(ST)-6/62. cated 19th
March, 1967 (Board's file No. 30/89/66-1.C.1) (Appendix II). This
statement gives details of auctions attempted in respect of about
only 430 gross pencils by the Shillong Collestorate, from 1955 to
1966.

1.13. The Committee asked whether after the initial unsuccess-
ful attempts to auction the pencils at Imphal, Siichar, Gauhati and
Jorkat, the Department  should not have thought of sending the
goods to a bigger place like Calcutta, which would attract a larger
number of bidders. The Secretary, Revenue and Expenditure
staed, “I agrec.. .. that more of flexibility in thinking about the
place was calicd for 1 think it should have occurred to us that
these are not the places, having tried several times and the obvious
thiuz was to arrange for a disposal at a bigger place which would
have attracted bidders. There cannot be any valid explanation
efx’(:ept that this was not thought of and it should have been thought
of.”

114 In reply to a question, the representative of the Board
stated that in this case the Audit objection was received in May, 1961
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and a reply thereto was sent in October, 1964. Asked about the rea-
sons for the delay of about 3} years in replying to the Audit objec-
tion, the Secretary, Revenue and Expenditure, stated, “I feel this is
a case of bad delay which should not have really happened.” The
witness added, ‘Last year strict instructions were issued and cer-
tain procedure for disposal of old pending cases was suggested.”

1.15. In a note (Appendix I) furnished to the Committee, the
Ministry have stated that the Audit note of the Accountant-General,
Wes: Bengal was received by the Assistant Collector, Silchar on
3rd July, 1961 and a reply was sent on 20th November, 1961. Subse-
quently, correspondence continued between the Assistant Collector
and the Accountant-General, West Bengal till 8th December, 1964.
There has been delay in the Oilice of the Assistant Collector in
replying to the reference received from the Accountant-General,
West Bengal. The Collector of Central Excise, Shiilung, has been

asked to examune if there had been negligence on the part of any
official and it so to take suitable action.

1.16. The Committee are not happy over the leisurely manner in
which the Customs Department took several years to dispose of the
Confiscated pencils in this case. Out of 15,518 gross pencils seized,
the bulk of them (15,380 gross pencils) were confiscated during the
period from 1953 to 1956. Except for a small quantity of 3060 gross
supplied to Railways, Stationery Office and the other Guvernment
Departments, the remaining pencils were disposed of through auc-
tion by the Calcutta Custom House during the period from the

middle of 1965 to June, 1966, that is, 8 to 12 years after their
conliscation.

1.17. The Committee find that initially attempts were made to
auction 480 gross pencils in small lots at Imphal and Silchar from
1955 to 1959 but there was no offer. (Information in resperct of
Gauhati and Jorhat is not available as the relevant files were des-
troyed some time back). They feel that in order to attract bidders,
the pencils should have been offered in sizeable lots and, if ini-
tial attempts to auction at the nbove places had failed. the Depart-
ment should itself have thought of auctioning the pencils at a bigger
place like Calentta as was ultimately done in 1965 and 1966. During
evidence, the Secretary, Revenue and Expenditure, admitted
that “therc cannot be any valid explanation except that this was not
thought of and it should have been thought of.”

1.18. The Committee are also not able to appreciate why the Cus-
toms Department took nearly four years to implement the Audit sug-
gestion in July 1961, that the pencils might be utilised for Govern-
ment’s own requirements.



L19. The cumulative effect of all this delay was that 1,050 gross
pencils, valued at Rs. 12,000, were damaged and Goverament under-
went this avoidable loss. The Committee hope that the Board of

Excise and Customs will take suitable measures to ensure that such
cases do not recur.

Measures taken to speed up disposal of confiscated goods.

1.20. The Ministry of Finance (Department of Revenue) have
furnished a statement (Appendix III) showing the valuc of undis-
posed of goods as on 1-4-1967 which were confiscated prior to 1963-64

and in the years 1963-64, 1964-65 and 1965-66. The position is es
under:—

Period of confiscation Valueofundis-  Value of goods
posed goods as under appealre-
on 1-4-1967 vision petitioning’

court case as on

31-7-1067
prior to 1963-64 . . . . 97.92.957 3.15.552
1963-64 . . ) . 96.68.676 #.38.984
1964-65 . . : . 1,11.25.805§ 16,21,092
1955-66 . . . . 2.10.84,418 20,70.090
5.16,70.856 48.45,718

1.21. The Ministry have stated in their note that generally, the
disposal of confiscated goods has taken a longer time in Bombay,
Poona, Nagpur and Bangalore Central Excise Collectorates and
Bombay and Cochin Custom Houses. The delay largely occurs in
the disposal of consumer goods, the import of which is banned or
heavily restricted. Disposal of such goods is mostly through retail
sale. Auction of such goods is generally avoided so as to prevent
the possibility of the buyers utilising the sale vouchers to cover the
receipt and disposal of contraband goods unauthorisedly acquired.

1.22. The Committee desired to be furnished with a note stating
the special steps taken by the Ministry to dispose of these goods.
In their note the Ministry have stated that for the lust few years,
Collectors have been repeatedly urged to make determined efforts
to dispose of confiscated goods as qui~kly as possible to the best
advantage of Government. Instructions have also been issued that
retail prices of confiscated goods all of which may not be in show
room condition, be fixed in a realistic mamner, i.e. less than the
market price for similar goods so as to provide an element of in-
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ducement to the buyers. Other special steps taken include the
following:—

(a) Sale of confiscated consumer goods.

(i) in bulk to the Canteen Stores Department, Consumers
Co-operative Societies|Stores.

(ii) in retail through retail shops run departmentally at all
important centres.

(b) Sale to the State Trading Corporation of goods such as
cloves whose import is through that Corporation.

(c) Sale of confiscated trade goods by public auctions as fre-
quently as circumstances warrant.

(d) Sale of uncut and unpolished diamonds and precious
stones by public auctions to import licence helders.

1.23. The Ministry of Finance have added that the question of
selling all consumer goods to the National Cooperative Consumers
Federation Ltd., (except the goods to be lifted by the Canteen Stores
Department (India) and the Cooperative Stores run by the Ministry
of Home Affairs) is under consideration.

1.24. Another proposal to entrust the task of disposal cf cénﬁscat-
ed trade goods to the D.G.S.&D. is also under consideration.

1.25. The progress in the disposal of each Custom House Collec-
torate is reviewed by the Director of Inspection, Customs and
Central Excise as well as by the Bourd periodically and appropriate
instructions are issued.

1.26. It has also been stated in the note that during the period
from 1-12-1966 to 31-7-1967. confiscated goods worth Rs. 1.1965,796
as per details given below, were disposed of as a result of the special
drive.

Period of confiscation Book value of
goods  disposed
of during the pc=
riod 1-12-1966 10
31-7-1967.

Pre 1 , . . . . . . . Rs.  37,16,858
;366;2 _ . . . . . . . Rs.  14,72,174
1964-65 . , . . . . . . Rs.  29,52,983
1905566 . . . . . : . . Rs. 138,23,782

Rs. 1,19,65,796




1.27. During evidence, the representative of the Board stated that
if this tempo was maintained, the value of disposals in the last one
year might be of the order of Rs. 1.80 crores as against the annual
average of the last 3 years of Rs. 1'43 crores. The witness further
stated that there would be much better performance by the Depart-
ment if they succeeded in holding more auctions.

1.28. The Secretary, Revenue & Expenditure, added “the decision
to bring the Dirtctor General, Supplies & Disposals and the Con-
sumer Cooperatives into the picture was a very recent one hardly
going back to a fortnight or so. We will have to see the impact of
this also on accelerating the pace of disposal.” iie stated “the prob-
lem is greatly exercising us and we would like to avert the deteriora-
tion of goods in storage and to find methods and means whereby
consistent with the statutory liabilities, which sometimes came in
the way of immediate disposal of goods....we will endeavour to
clear this accumulation of undisposed of confiscated goods.”

1.29. The Chairman of the Board of Customs and Excise stated
that previously consumer goods like blades, cosmetics. watches ete.
used to be auctioned and it was feund that rings were formed so
that bids were not verv high. Sometimes the Department got even
much higher bids than the normal price of these goods because the
merchants utilised the pretext of having bought these goods to
cover other smuggled goods. Therefore, five or six vears ago, a
decision was taken that consumer poods should not be sold by auc-
tion and the Department should try to get as near the consumer as
possible. Such goods were, therefore, sold to canteens, cooperative
stores and directly by retail sale. The prices for the retail sale were
fixed very near to the market prices. Sometimes, it took a long time
to sell the goods. For instance at one time thev had nearlv 2 lakh
watches. which took time to be sold. These could have been aue-
tioned quickly but that would have created further problems regard-
ing smuggling.

1.30. In reply to a question, the representative of the Board stated
that there were roughly 12.820 watches valued at Rs. 1411,851 pend-
ing the disposal as cn 1-8-1967. The witness added that lot of diffi-
culties were experienced in disposing of watches till about a year
and half ago, when there was a fairly large number of watches
pending disposal. But after the issue of the instructions to the
Collectors to be more realistic in fixing prices, the Department had
been successful in disposing of most of the watches.

131. As regards trade goods, the witness stated that these were
governed by certain statutory obligations which caused delay. The



Department gave the parties option to clear the goods within a cer--
tain period, usually four months. If the party went in zppeal, it
might take another three to six months to dispose of the case.
Thereafter, if the party filed a revision petition, the disposal of the
case would take still longer period. Therefore, very often, even in
the normal course, the time between the confiscation of goods and
their ultimate disposal might range from six to a year or two.

1.32. The witness stated that the Customs Tariff Study Team
had looked into these matters and come to certain conclusions, The
Department were tackling these problems at various points. First,
it was proposed not to confiscate the goods but allow clearance, so
that they did not clutter up the docks. Secondly, it was proposed
to amend the law so that if a party did not want to clear the goods
pending the settlement of a dispute, it could at least transfer them
to a private bonded ware-house. At present, in such case, the party
could not put the goods in a private bonded warehouse, unless it
was informed that there was no room in the public bonded ware-
house. With regard to the disposal, the witness stated. “At present,
the law is that till the appeal period, that is, till the revision petitions
are decided, we cannot get rid of the good:. There may be natural
loss because sometimes goods are liable to deterioration raturally.
So, we are now taking actioa for the amendment of the law soO
that if necessary, that the goods should be disposed of straightway
and the sale proceeds kept in deposit pending the appeal and revi-
sion petition stage.”

1.33. The Committee asked whether it would not be helpful to
Government! in arriving at a decision in regard to the varicus alter-
native procedures for disposal of confiscated goods, if a small com-
mittee consisting of persons having knowledge of excise and customs
and two or three businessmen was appointed to examine these
problems and to advise Government on evolving suitable procedures.
The Secretary, Revenue & Expenditure stated. “Speaking for the
Department, subject to whatever decision may be taken at a higher
level, I will personally welcome the suggestion. We feel that this.
is the appropriate time when we should work out package measures
which will help us in getting the revenue receipts out of these
confiscated and seized goods and also prevent their deterioration
because goods anyhow have come into the country. So. the sug-
gestion to take the advice of knowledgeable people and business-
men should be welcome and subject to the orders which may be-

passed, we would like to follow it up.”

1.34. The Committee are concerned to note that goods valued at
Rs. 5.17 crores confiscated upto 31-3-1968 were lying undisposed of as
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on Ist April, 1967. The disposal of goods in the past has been slow
resulting in deterioration and pilferage. The Committee note that,
-as a result of a special drive undertaken by the Customs Department,
they were able to dispose of confiscated goods worth Rs. 1,19,65,796
during the period from 1-12-1966 to 31-7-1967. They hope that efforts
will continue to be made to maintain the tempo of the disposal of
goods. The Committee would like to watch the progress made with
the disposal of confiscated goods through future Audit Reports.

13

1.35. The Committee also find that proposals regarding the disposal
of consumer goods to the National Co-operative Consumer Federation
Ltd. and of trade goods through the Director General, Supplies and
Disposals, are under consideration. They Study Team on the Customs
Department have also made certain recommendations in this matter.
The Committee feel that it would be helpful to Government in arriv-
ing at a decision in regard to the various alternative procedures for
the disposal of confiscated goods if a small committee consisting of
persons having knowledge of excise and customs and two or three
businessmen is appointed to examine these problems and to advise
Government on evolving suitable procedures. The Committee would
like to know the action taken in this connection.

Disposal of seized cars.

1.36. The Ministry have furnished a statement (Appendix IV)
showing the position regarding 156 cars lying in the custody of the
Customs Department on 31-12-1966 for violation of Customs Laws.

1.37. The witness stated during evidence that in the last ten years,
out of 554 vehicles seized or confiscated from all the collectorates
(except one collectorate), 400 had been disposed of leaving a balance
of 154 vehicles out of which another 39 vehicles had since (31-12-1966)
been disposed of and 33 more were ready for disposal leaving a
balance of 82 vehicles.

~ 1.38. The Committee enquired about the reasons for delay in the
-disposal of the cars. The representative of the Board stated that
some vehicles were subject matter of court proceedings, some were
involved in appeals, revision petitions etc. and some cases were still
under investigation.

1.39. In reply t@ a question, the representative of the Board stated
that the vehicles' were disposed of through auction. Asked if the
Customs Department had tried to co-ordinate with the State Trading
Corporation to ensure quicker disposal of confiscated cars, the Chair-
man of the Board stated, “We will certainly explore the possibility
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©of making use of the State Trading Corporation for disposal of cars
as soon as they become ripe for disposal. Actually, this will be in
-the line with our recent thinking that we should hand over the trade
goods for disposal to the Director General, Supplies & Disposals and
,to the National Consumer’ Co-operation Federation inn the case of
consumer goods.” ’

1.40. The Committee asked whether it was feasible to release the
‘seized cars to the owners on receipt of a deposit, pending the disposal
of the legal proceedings. The Secertary, Department of Revenue and
Expenditure, stated “The question was posed by me and the Law
Department advised us that under the law, as it stands, physical
indentification becomes necessary and this is the problem which may
have to be got over by some kind of a legislation.” The Chairman
of the Board stated that except in those cases where on the face of
it, the goods (like gold, currency etc.) were liable to complete con-
fiscation, it was now proposed to allow them to be cleared on a bond
or deposit pending the penal action. After confiscation, the property
vested in the Government under the law and there was no question

of its being given to anybody except on payment of fine fixed in
lieu of confiscation.

1.41. According to the Ministry’s note, the prescribed procedure
for maintenance of seized’confiscated cars, including precautions to

ensure that thev are not damaged while in Customs custody, is as
follows:

(i) Suitable arangements should be made to protect such
vehicles from rain and sun by keeping them in garages
wherever possible or by raising temporary sheds.

(ii) The engine of the vehicle is to be run twice a week for a
few minutes to keep the parts under lubrication,

(iii) when a vehicle is jacked up, the tyres should be deflated
and pressed inside so that the rubber portion is detached
from the rim.

(iv) The services of a mechanic should be requisitioned for
keeping the vehicles in good order, wherever necessary.

(v) .Proper care should be taken to ensure that the vehicle do
not deteriorate and depreciate in value.

1.42. The Committee asked whether there was any machinery to
-ensure -that the instructions laid down by the Board regarding
mmaintenance of seized vehicles were being complied with by the
Lollectorates. . The representative of the Board stated that. the
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Assistant Collector in the Custom House and in the Central Excise
Collectorate, with the help of the subordinate officers concerned
ensured that these instructions were complied with. Asked whether
the cars which were disposed of at a depreciated value had been
mainteined according to these instructions, the representative of the
Board stated, “A specific enquiry was made and we have been
assured that every possible care was taken. As a matter of fact to
be doubly sure, I have got reports from Calcutta, Madras, Bombay,
Delhi late last night. I have been assured that these cars are garaged
in the rented garages where necessary or they have been kept in the
Custom House of the Central Excise Headquarters office under proper
protection. Of course, in some cases, these vehicles were received
in the Customs House of the Central Excise Collectorate in a
damaged condition when it was nothing better than junk. Some of
these vehicles which came into the country were surrendered to the
Customs or the Central Excise Collectorate not on their own motion
"but with the help of cranes. Some of those vehicles though they
carried beautiful names were not worth more than a little sum.” The
witness further stated, “There might be some stray cases here and
there, where proper care has not been taken. Here, I would also
say that there has not been reported a single case of pilferage or theft
of any part of these cars while they were in the custody of the Cus-
toms House of the Central Excise Collectorates.” Asked if it was not
correct that certain cars lying in the compound of the Bombay Custom
House had been removed just before the visit of the Study Group of
the Committee in September, 1967, the Chairman of the Board replied,
“Last time when I saw them lying in the open, I enquired about it
and the Collector told me that he is trying to get rented accommo-
dation. When I rang him up a couple of days ago, he told me that
they were removed to covered accommodation. I asked him when
and he said, ‘about one or two months back’.”

1.43. Asked if any measures had been taken to ensure that the cars
were not mis-used, the witness stated, “There are specific instruc-
tions on the subject. But in the last analysis, it depends upon the
officers, the Collector and his sub-ordinates, who have to ensure
that these cars are not mis-used.” The witness added, “There have
been a few ocenssions where, with the approval of the Board, these
cars have been made use of to meet some special exigencies of cir-
cumstances. One specific case which I can just now recall is the
International Opium Seminar held in India this year. Some cars—
one or two—were used in this cormection in Delhi and also for golng
to Agra.” Asked if it was legal to use these cars for such purposes,
the witness replied, “Strictly speaking it {s not.” When asked if it



I3

would not render the Dépatiment lisble for damiages for using the

cars for that puripose, the witness stated, “They have been used like
that onee or twice.”

1.44. The Committee consider that, as the State Trading Corpora:
tion have gathered some experience in handling auction of imported
cars, the Board of Excise and Customs may canalise the disposal of
confiscated cars through the Corperation so as to get the maximum
return. The disposal of the remaining 115 wvehicles which wete
awaiting disposal on 31st December, 1967 should also be expedited.

1.45. The Committee regret that proper arrangements for keeping
these cars were not made till September, 1967, i.e., a few days before
the Study Group of the Public Accounts Committee were due to pay
a visit to the Bombay Customs House. The Comynittee stress that
appropriate arrangements should be made to protect valuable goods
from deterioration due to the inclemencies of the weather. Proper
arrangements should be made for the maintenance of cars so as to
ensure that the maximum: price is obtained on disposal.

Storage of other goods:

1.46. The Committee asked about the losses suffered by the De-
partment as a result of deterioration of goods due to bad storage.
The representative of the Board stated that every possible care was
taken to see that the goods might not deteriorate, but still in some
cases they did deteriorate. Asked how the Board ensured that
goods were properly stored, the Chairman, Central Board of Excise
and Customs stated: “There are definite instructions on this point.
But, of course, we can certainly not be quite sure that at every place
there has been no deterioration. If is quite likely that there may
have been at some places or the other and when it comes to our
notice we take action on that” Asked whether the Board main-
tained any record as to the percentage of goods that deteriorated
annually, the witness replied in the negative. Asked if it was not
advisable to maintain such a record, the witness replied, “We
should.”

147. The Committee would like the Board of Excise and Customs
to examine the feasibility of taking proper stock of confiscated goeds
at regular intervals of six months or a year. In taking stock, par-
Hicular attention should be paid to determine, il any, suffered by
#obds i étorage so that suitible measures can be takon without de-
fiy to arrest the deterioration and expedite disposal of the goeds.
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Delay in clearance of confiscated goods entgiling heavy bond rent
charges—Para 19 of Audit Report (Civil) on Revenue Receipts,
1967:

1.48. According to an agreement between the Madras Customs
House and the local Port Trust, goods confiscated by the Customs
Department are removed to a separate warehouse belonging to the
Port Trust on which only the bond rent of the scale of rates pre-
scribed by the Port Trust are recoverable. The Port Trust recover
the rent from the date of confiscation upto the date of removal of
the goods by the Customs Department. In four cases, there was
delay ranging from one and a half to seven years in clearing the con-
fiscated goods and the bond rent claims amounting to Rs. 1,55,328
were pending settlement. In two of these cases where the claims
amounted to Rs. 1,209,451 the Port Trust had filed sults against the
Customs Department. In two other cases Involving a sum of
Rs. 25,877, the amount realised by the sale of the confiscated goods
was not sufficient to meet the Port Trust charges.

1.49. The Committee desired to be furnished with a statement
showing the following details in respect of the four cases mentioned
in the Audit Para:—

(a) Date of landing of the imported goods.

(b) Dates of the adjudication proceedings relating to the im-
port and substance of each proceeding.

(c) Date of final clearance of the goods.

(d) Reasons for the delay, if any, in the disposal of goods
since they became ripe for disposal.

(e) Bond rent paid to the Port Trust in each case, value rea-
lised by sale of the goods and duty leviable at the
time of :mport.

(f) The reasons for depreciation in value of the goods when-
ever the sale proceeds were less than the original value
of the goods.

The statement furnished by the Ministry is at (Appendix V).

1.50. The Committee asked the reasons for delay of one and a
half years to seven years in removing the goods from the custody
of the Port Trust authorities in the four cases referred to in the
Audit para. The Chairman of the Board stated that the system pre-
valent in 1950 was to let the goods remains in the custody of the Port
Trust authorities, if the confiscation became a subject matter of
appeal or revision petition. Explaining the present position of the
two cases which were a subject matter of civil suits, the witness
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stated that the Collector of Customs had already taken up the matter
with the Chairman, Madras Port Trust in terms of the Agreement.
The representative of the Madras Port Trust stated that both these
cases had been compounded outside the court.

1.51. The Committee find from the statement furnished by the
Ministry that in one of the cases, 1,080 drums of High Speed Diesel
Qil valued at Rs. 83,160 landed at Madras Port on 19-6-1850 were
confiscated for contravention of the Import Trade Control Regula-
tions on 24-2-1951. The goods were ripe for disposal on 20-8-1954,
after the writ petition filed by the party in the High Court was ulti-
mately dismissed on 20.8.1954. Since during the period when writ
petition was pending the goods had deteriorated in quality consider-
ably and as a part of the oil was lost on account of leakage, attempts
to sell them by auction on 3 occasions were not successful. Ulti-
mately, a private offer of Rs. 16,385.13 was accepted and goods sold
in 2 lots and removed from the Port Trust premises on 26-10-1957
and 17-1-1958. The bond rent paid to the Madras Port Trust as a
result of a settlement out of court was Rs. 1,00.000.

1.52. In another statement (Appendix VI) furnished to the Com-
mittee, the Ministry have stated that due to the storage of the drums
in open vard for long time there was considerable leakage of oil
from nearly 537 drums, out of the total consignment of 1,080 drums.

1.53. The Committee are constrained to note that during the period
of confiscation there was less due to deterioration in the quality of
diesel oil and leakage from as many as 537 out of 1.080 drums. The
Customs Department had to pay a bond rent of Rs. 1 lakh against the
sale procceds of Rs. 16,385. The Committee are unable to appreciate
why it should have taken the Department three vears to arrange for
the final disposal of diesel oi! after the decision for confiscation was
upheld by the High Court in August, 1954. The Committec consider
that if more business-like methods had been adopted by the Cus-
toms authorities it should have been possible to dispose of the diesel
oil soon after it became ready for disposal in August, 1954, and there-
by save payment of heavy bond rent to the Port Trust. The Com-

mittee stress that suitable measures should be taken to ensure that
such cases do not recur,

1.54. In another case, eight bundles of steel sheet cuttings stored
in the open dump during 1961—1964 deteriorated in value due to ex-
posure and the goods were sold on 29.3.1965, ag the case file was
recorded by mistake in March, 1962. As against the sale proceeds of

Rs, 2,750, the bond rent claimed by the Madras Port Trust was
Rs. 1,720,
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1.55. The Commiittee regret to observe that there was a delay of
three years in the disposal of the goods due to mnegligence of the
Customs House in recording the file by mistake after dispesal of the
revision petition. This delay resulted in deterioration of the goods
and also payment of increased bond rent.

1.56. In the third case, 925 bags of cement landed on 8.1.1962
were confiscated on 6.8.1982 for misdeclaration. The goods were
abandoned by the party and finally sold on 28.8.1965 i.e. 3 years
after confiscation for Rs. 710. "The cement could not be sold because
there was State Control on cement and the permission of the Direc-
tor of Industries and Commerce, Madras, was required. On inspec-
tion, the State authorities declined to give permission for sale as
the goods had deferiorated. However, on 12.11.1963, the Director
of Industries and Commerce Madras gave consent for auction. The
goods were ultimately sold in auction held on 29.3.1965. Ag against
the sale proceeds of Rs. 710, the Port Trust claimed bond rent
charges of Rs. 18,156 for the period of 6.8.1962 to 28.3.1965.

1.57. In the fourth case, wire cast glass landed on 31.12.1958, was
confiscated on 1.7.1960 as the letter of authority produced by the im-
ported from the licencee was a bogus one. The order of confisca-
tion was quashed by the High Court on 11.1.1962, but the party
could not clear the goods even after the court’s order against the
forged letter of authority and hence the goods were abandoned. The
goods were sold by the Madras Port Trust for Rs. 1,16,000, out of
which bond rent of Rs. 2,599.35 was paid to the Port Trust. The
custom duty leviable in this case was Rs. 31,428,

1.58. From a statement (Appendix VII), furnished by the Min-
istry, the Committee find that the bond rent paid by the Madras
Customs House during the years 1957-58 to 1966-67 was as under:

Year Bond rent pard
1957-58 . . . . . . ) . 447-27
1958:22 . . . . . . . . 805-94
1959 . . . . . . . . 99334
1960-61 . . . . . . . . 34,706-13
1961-62 . . , ) . . . . 99063
1962-63 . . . . . ) . . ..
1323?4 . . . . . . , . 5.424'37
1964-65 . A . . . . . . 982
196566 . . . . . . . . 1,05,162-61

106667 . . . . . . . . 2,912:0§
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1.59. The Committee find that in three of the four cases mention-
<{ above, the band rent of the Madzas Port Trust premises, which
.exceeded the sgle proeesds of the goods, was aveideble. During the
years 1960-61 and 1965-66 sizeable bond rent charges were paid by
the lﬁadrqs Custom House.

The Committee suggest that, in the light of experience gained in
the working of the Agreement between the Port Trust and the
Madras Customs House, a suitable precedure should be evolved ex-

peditiously to dispose of confiscated goods to obviate payment of
heavy bond rent.

Need for speedy clearance of goods from the premises of Port Trusts:

1.60. The Committee desired to know the time usually taken to
conflscate the goods after landing at Ports. In a note, the Ministry
of Transport and Shipping have stated the position as under:—

Bombay Port Trust:—In a mdjority of cases, goods are confis-
cated within two to six months of their landing. How-
ever, goods have been confiscated on occasiong as long
as a year or even more after their landing. The issue
of actual order of confiscation is done after investigation

and preparation c¢f a prima facie case which involves
time.

Calcutta Port Commissioners:—The time taken by the Customs
to confiscate cargoes landed at this Port for infringe-

ment of Import Trade Control regulations and other
offences varies widely.

Coachin Port Trust:—No definjte time limit is fixed for the
purpose. Goods are confiscated by the Customs Depart-
ment if the goods imported contravene any of the provi-
sions of the Customs Act, 1962 or Import Trade Control
Regulations or any other rules or regulations made
thereunder when the Bills of Entry are filed with them
for the clearance of the goods.

Kandla Port Trust: —The cases of confiscation by the Customs
at this port are rare. However, the Customs have con-

fiscated the goods upto 6 months from the date of land-
ing.

Madras Port Trust:—The time taken to confiseate the goods
has varied from a few days to one year or even more
from the date of landing. It is understood that the action
for confiscation is initiated only on filing of the Bill of
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Entry. The final order of confiscation also takes time,

until the adjudication proceedings are finalised. It is
also noticed that the order of confiscation is communi-
cated to the Port Trust after gome delay. In some cases,.
it is after clearance of the cargo by the Importer on pay-

ment of the penalty where such option is given.

Mormugao Port Trust:—The time usually taken in the con-
fiscation of goods after landing at the port is between
one month and six months.

1.61. The Committee asked about the steps taken to ensure that .
confiscated goods lying in the custody of the Port Trust authorities
were adequately taken care of. The Chairman of the Board of Ex-
cise and Customs stated that the first step taken by the Department.
was that after the goods were confiscated, they were to be removed
to the special warehouses rented from the Port Trust or to their
own godowns. Asked if any goods were kept in the cpen, the wit-
ness stated that some of the goods like iron and steel, machinery etc.
which could not be accommodated in the warehouse were kept in
the open.

1.62. Asked about the storage of goods in Bombay Port Trust, the
Chairman, Bombay Port Trust stated that whatever space was avail-
able in Bombay Port Trust was made use of. Warechuuses were
built wherever space was available. The position of storage had be-
come acute because of the work which was going on in the Docks
in connection with the Dock Expansion Scheme.

1.63. The Chairman, Bombay Port Trust admitted that some items
had perforce to be stored in the open. Every effort was, however,
made to guard goods and prevent their deterioration.

1.64. Asked if the feasibility of the Customs Department hiring
godowns, outside the Port area, had been examined, the Chairman
of the Board of Excise and Customs stated that in Calcutta, they
had hired a godown and in Bombay, they had hired a warehouse
belonging to the Port Trust. Asked if these godowns were sufficient
for the needs of the Department, the witness stated that in case
the quantum of confiscated goods was more at any particular time,
they hired extra space within the premises of the Port Trust, where
customs staff was also posted for delivery and receipt of goods.

1.65. The Chairman, Bombay Port Trust stated that in order to
avoid cluttering' of goods in the  premiseg of the Port Trust, they
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wanted the confiscated goods to be moved quickly outside their
charge. The witness added that a recent meeting held with the Col-

lector of Customs, Bombay, the latter had promised to find a
godown outside the Port area.

1.66. The Chairman, Bombay Port Trust stated, “Ag far as the
Port Trust is concerned, our policy right through has been for better
operational efficiency, we would like all these cargoes to be removed
from our premises at the most within a month or two from landing.
We have powers under Section 64 and 64 (A) of Bombay Port Trust
Act to sell these goods by Public auction. When we hold a public
auction, sometimes the bids may fall short of the reserve prices
fixed by the Customs and I would not blame them in not being able
to accept them. No body would say that somebody should purchase
it at a lower price in an auction and then gell it in the black market
at a higher price. We have approached the Government with the
request that, where two consecutive auctions prove infructuous be-
cause the bids have reached the reserve price, the Government
should issue a notification under the Bombay Port Trust Act in res-
pect of such goods, exempting them from the procedure of public
auction. Then we can have the same powers as the Customs to sell
goods by private treaty at reasonable prices according to our con-
venience. But unfortunately, I have been told it is not possible to
do so. The Law Ministry after examining the matter has advised
that the whole Act will have to be amended 2nd such a notification
merely cannot be issued. Already some amendments to the Act are
on the anvil and this item will also be included in the list of amend-

ments the Government is thinking of in regard to the Bombay Port
Trust Act.”

1.67. The Public Accounts Committee had repeatedly expressed
their concern over the deldy in settlement of the dispute which arose
in 1950 between the Customs Deparirient and the Bombay Port Trust
over the dues payable to Government out of the sale-proceeds of
abandoned and unclaimed goods auctioned by the Port Trust autho-
rities (cf. para 7 of Sixth Report; para 77 of Twenty-first Report and
para 82 of Twenty-eighth Report—Third Lok Sabha). The Ministry
of Finance (Department of Revenue) have informed the Committee
in a note (Appendix VIII) that the dispute between the Bombay
Port Trust and the Customs House, Bombay for the allocation of the
proceeds of sale of abandoned and confiscated goods were finally
settled at an inter-departmental meeting held on the 10th May, 1965.
The Miniatry of Transport have accepted the decisions and instrue-
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tions have been issued by them to the Port Trust ajithorities for im-
plementing them. According to this agreement, the sale proceeds of
<onfiscated goods are to be dllocated as under: —

(1) Expenses of sale;
{2) Customs Duty;

(3) Port’s landing charges (including wharfage, river dues,
double removal) at a single rate and not pepal rate
limited to a period of 4 months from the date of landing

of goods ; and
(4 Surplus, if any, to Customs.

1.63. It was also agreed that the Customs authorities shouid take
steps to remove confiscated goods to special confiscated goods ware-
houses as soon as possible and in any case within a week of the con.
fiscation, especially in the case of goods confiscated absolutely. It
was also decided that steps should be taken to speed up adjudication
proceedings to ensure that as far as possible confiscation, if indi-
cated, is ordered within four months of the landing of the goods.

1.69. Referring to the agreement between the Customs Depart-
ment and the Port Trust regarding payment of demurrage charges
for the confiscated goods the Chairman of the Bombay Port Trust
stated, “As Port authorities, we were not very happy about this
agreement. As vou know, that is why it actually dragged on for so
many years. One point on which we were not very happy is that
even after confiscation, when the goods are kept in the dock premi-
ses, surely we should get ware-house rental at least, whereas with
the agreement our ware-house rental is limited to four months. On
the Port Trust side, we would be very happy if the goods go outside
the Docks quickly.”

1.70. The Committee are giad to note that the dispute regarding
the sharing of sale proceeds of sbandened and comfiscated goods
which had heen outstanding since 1950 has been settied.

L71. The Committes nste that it has also been agreed (i) that
Customs suthorities sbeuld take stops to remove conflscated goods te
special warehouses as soon as possible and in any case within a week
of confiscation, especislly in the ense of goeds confiscatod absolutely,
and (ii) that steps should be taken to speed up adjudication proceed-
ings to ensure that, as fawr as possible, confiscation, if indicated, is
ordered within four months of the landing of the goods.
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1.72. The Committee consider that as space in Port areas is limi-
ted, Government should keep the matter under constant review and
evolve a business-like method for disposal of imported goods which
axe left either unclaimed by the parties or are confiscated by the
Customs,

1.73. From a statement (Appendix VII) furnished to them by the
Ministry of Finance (Department of Revenue), the Committee find
that there is no formal agreement between the Bombay Customs and
Bombay Port Trust with regard to the payment of Bond rent.
However, the Port Trust have put in a nwmber of bills which are at
present the subject matter of settlement between the Customs
House and the Port Trust authorities.

L.74. The Committee hope that these outstanding bills of the Port
Trust for Bond rent will be settled early.

Loss of confiscated goods from the Port Trust sheds—Para 20 of
Audit Report, (Civil) on Revenue Receipts, 1967,

1.75. It was noticed at Bombay Port that a consignment of 64
drums and 2 bundles of Brass Scrap of Rs. 18,046 value imported in
April, 1954, was confiscated by the Customs Department on 13-9-1954
for contravention of Import Trade Control Regulations. The order
confiscating the goods imposed a personal penalty of Rs. 1000 on
each of the alleged importers, and an option to clear the goods on
payment of a redemption fine of Rs. 9,000 in lieu of confiscation
given. The parties paid the personal penalties but appealed to the
Central Board of Revenue against the order of confiscation. The
appeal as also the revision petition to the Government of India were
turned down. Meanwhile, the confiscated goods were removed to an
open yard meant for the storage of confiscated goods in the Docks
on 23-3-1954. The yard was guarded by the Customs staff also. At
the time of removal, it was noticed that out of 64 drums, 2 drums
were short landed and 26 drums were empty.

1.76. As the party did not clear the goods on payment of redemp-
tion fine, orders were issued on 28-8-1956 for their disposal. It was
found on 29-9-1956 that the remaining 36 drums were also empty.
Only 2 bundles which were available for disposal were sold at Rs. 470
by the Bombay Port Trust on 20-10-1956. The empty drums were
destroyed under Customs supervision, as the amount that would be
realised by their sale would not even be sufficient to cover the Port
Trust dues. Orders of the Government of India writing off the
value of stores amounting to Rs. 17,503 being the loss due to theft
or fraud have since been obtained.



22

1.77. Explaining the circumstances leading to the loss of the
goods, the Chairman, Bombay Port Trust stated that the goods had
ianded in April 1954 at a preferential berth (7, Victoria Berth)
allotted to the BI.S.N. Company under an Agreement with them,
according to which the responsibility for the cargo was that of the
company until the port authorities took it over. The Port Trust
took the cargo out of the company’s custody on the 18th May, 1954
and removed it to Frere Basin. On the 5th June, 1954, the Shed
Superintendent was verbally informed that the Customs were main-
taining a special watch on the consignment, and a superficial physi-
cal check of the drums was carried out by that officer on the same
date. On the 8th June, 1954 (i.¢. three days after), the Customs
rummaging staff inspected the drums again and three drums were
found empty. So, the loss of 3 drums occurred between the 5th and
8th June, 1954. Immediately after the loss was reported by the
Customs, a complaint was lodged at the Police Station by the Port
Trust. The police did not proceed with the case as the scrap from
other drums had also been taken out and stolen scrap could not be
identified. A confiscation order was issued on the 13th September,
1954 and the goods were put entirely in the custody of Customs on
the 23rd September, 1954. when thev were removed to a special
barricated portion of the Frere Basin. The witness admitted “This
is a particularly bad case where I feel that out of the 62 drums
which were originally imported in 1954, practically no drum contain-
ed and brass scrap when it came to be sold #n 1956.” The witness
added that as this case came to his notice after the Audit Para was
drawn up ie. nearly 13 years later, it would not be possible to fix
the responsibility of the Watch and Ward Staff of the Port Trust on
the beat during the period 18th May 1954 to 5th June 1954. He as-
sured the Committee that special instructions had been issued that
if any such case of pilferage came to their notice, they should take
immediate action against the person concerned. The witness ad-
mitted that there was a departmental lapse in not taking action
immediately after the loss came to notice. He promised to hold discip-
linary proceedings rven at this stage to the extent the records were
still available and suggested that the Customs Department should
also take similar action against their staff.

1.78. The Committee regret to observe that this is a bad case and
indicates negligence on the part of both the Port Trust authorities
and the Customs Department. None of the 62 drums of brass scrap
(valuing about Rs. 18,000) landed in April, 1954 contained any scrap
at the time of the disposal of goods in September, 1956. After the
loss of the contents of three drums initially came to the notice of
the Customs and Port Trust in June, 1954, special steps should have
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been taken to guard against further pilferage of brass scrap. What
is worse, even after 26 drums were found empty in September, 1954,
the authorities do not appear to have taken any remedial action; it
is, therefore, no surprise that nothing was left in the drums by the
time of disposal in September, 1956. The Committee understand that
the case was taken up by Audit with the Customs House in 1958, but
no action was taken on the points raised by them till 1963. The
question of fixing responsibility of the staff for the loss should have
‘been examined at least on the receipt of the Audit objection.

1.79, The Committee desire that, on the basis of the records still
available, the Customs Department and Port Trust should examine
‘he question of fixing responsibility for negligence and/or complicity

of the staff and take necessary disciplinary action against the parties
found at fault.

Remedial Measures taken to prevent Loses.

1.80. The Committee also desired to know the arrangements
made for the custody of confiscated goods at various ports. In a

note, furnished by the Ministry of Transport and Shipping, the
position has been stated as follows: —

Bombay Port Trust.—Prior to confiscation, goods are stored in
the uncleared goods warehouses in locks.

Calcutta Port Commissioners.—Goods landed from vessels are
either stored in the Transit sheds or in the yards depending
upon their nature. On receipt of consfication order or a
show cause notice, the goods concerned are secured in lock-
fast if they are lockfast cargo: otherwise they remain in
the Transit sheds or in the yards. At times, such cargo
is also removed to Import Warehouses for storage pending
clearance by the Customs Authorities. The Customs autho-
rities have taken out on rent a godown at Calcutta Jetties
for storage of confiscated cargo. At this godown, only cargo
which can be handled manually is stored. :

Cochin Port Trust.—The goods remain in the Port Trust pre-
mises until confiscation orders are issued and  afterwards
are removed to the confiscated goods godown under the
Customs Department.

Randla Port Trust.—The goods are kept either in the Transit
area or in the uncleared goods warehouses. The Customs
have no storage accommodation at this Port,
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Madras Port Trust—The goods are kept along with other
transit cargo until the order of confiscation is communicat-
ed to the Trust, after which the goods are removed and
stored in a separate place. The understanding is that the
Customs would remove the confiscated packages to their
Warehouse within 15 days of confiscation.

Mormugao Port Trust.—Except in very rare cases, the goods re-
main in the custody of the Port Trust even after actually
belng confiscated by the Customs Department.

1.81. The Committee desired to be furnished with a note stating the
steps taken to prevent losses of confiscated goods while in the
custody of the Port Trust. In a note, furnished by the Ministry of
Transport and Shipping, the practice at the various ports is stated
as under:—

Bombay Port Trust.—Same security arrangements are provid-
ed with respect to cargoes confiscated and lying on the
Port Trust's premises, as far other cargoes. With respect to
confiscated goods lying stored in No. 5 Warehouse, a Pre-
ventive Officer is stationed who keeps guard on the cargoe
for as long as the Warehouse is kept open. The Customs
flying squad also keeps a watch on confiscated cargoes
stored in the open.

Calcutta Port Commissioners.—The Transit sheds and yards as
also the Warehouse where the confiscated cargoes are
stored are guarded by the Port Police Force. No special
precautions are taken in respect of confiscated cargo.

Coachin Port Trust.—The Trust's Watch and Ward and policing
arrangements to safeguard against pilferage of goods under
its own bailee apply to these cases also.

Kandla-Port Trust—The normsal watch and ward precautions
are obgerved

Medras Port Trust.—Prior to the-réceipt of the communication
regarding the confiscation of any package, it remains along
with the transit cargo and is, therefore, subject to the gene-
ral precautions, such as documentary control of cargo ac-
counting, watch by the Port’s Sécurity Force, check at the
gates, ete. '

Mormugao Port Trust.—Steps taken to prevent the loss of
such goods while these are in the custody of the Port Trust
are the Watch and Ward arrangements, whereby such
consignments 1ying in transit sheds are stacked and stored
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. in compact lots to facilitate direct supervision and survefl-
lance and are stored in lock-fasts if storage space permits.
In case the consignments are of value, the police are advis-
ed from time to time to arrange special watch on such
consignments.

1.82. Asked if any steps had been taken to establish proper coordi-
nation between the Customs Department and Port Trust to prevent
losses of stores, the Chairman, Bombay Port Trust, stated, “We have
been holding these coordination meetings from time to time and very
recently we went into quite a number of problems....We have been
doing all our best in that matter....But I would say that as far as
Port authoritieg are concerned, we are very much interested in get-
ting the cargo off our premises within two months...... Every effort
is being made, to get the Act amended, if necessary towards that end”.
Meanwhile, I would also like to make a suggestion that the ‘Customs
should accelerate their process of confiscation because the longer the
confiscation order is delayed, the longer the goods remain in our cus-
tody.’

1.83. Referring to the arrangements for watch and ward, the
Chairman, Bombay Port Trust stated, “We have got the watch and
ward of the Port Trust watching the cargo while it is in our custody.
When it is taken over by Customs and confiscated it is mainly their
responsibility. But if the goods are inside the Port premises, they
have get to be taken out of the gate and therefore our gate-keeper
as well as the Customs staff at the gate come into the picture. Cer-
tainly these matters have got to be coordinated, in addition to that,
we have also got the watch and ward police from the State Govern-
ment. So, there is a third agency on top of this also. Therefore, the
pilferage should not really happen.” The witness added, “all that 1
can say is that if these things are happening, action should be taken
immediately against the persons who were supposed to be in that
particular beat.”

1.84. At the instance of Committee, the Department of Revenue
have furnished a statement showing the losses of confiscated goods
at various ports since 1955-56 while in the custody of the Port Trust
(Appendix VI).

1.85. The Committee find from the statement furnished by the
Department of Revenn> that the losses at various ports since 1958
58 came to Rs. 1,83,843. The Committee note with concerned that
in spite of Waich and Ward arrangements at the Ports by the
different authorities, i.e., the Port Trust, the Customs Department
and the State Government, pilferages should occur. The Commit-
tee feel that with closer coordination between the authorities com-
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<cerned in the interest of tightening the security measures, it should

be possible to eliminate the pilferage of confiscated goods while in
the custody of the Port Trusts,

Losses of goods in Custom Houses:

1.86. The Ministry of Finance (Department of Revenue) have
furnished a note giving the following details of losses of confiscated
goods while in the custody of the various Custom Houses.

1. BANGALORE CENTRAL Excise COLLECTORATE

1.87. The followings goods were lost due to theft from the

godown used for storage of confiscated goods and the loss came to
notice on 16th March, 1964.

14 Mechanicallighters out of 1024 deposite §in the goJown ke
alongwith other goods valuad at. 25000°0
1 Silver coin 1-00
211 Greatgrossnvlon buttons 3,692 50
I Lungi 1-00
22.7¢o blades o8- 00
66 Gross Nvion buttons 64000

1.88. The case was handed over to the Police for investigation

on 16th March 1964. The police authorities reported that the case
was undetectable.

II. BaArRopa CENTRAL Excise COLLECTORATE

Goods Lost Value
75cases of Dyn:mo Lighting, Armatures . . . Rs. 306
One small fishing craft . Rs. 1,000

1.89. The theft of Dynamo armature occurred on 2lst April,
1966 while these were in the custody of the Port Trust in Bhav-

nagar. The culprits have been brought to book and a police case
has been registered against them.

1.90. One small fishing vessel was forcibly taken away by
Pakistani intruders on 6/7-9-1984 from Koteshwar Custom House.
The vessel was under guard of one Customs sepoy. The Pakistani
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intruders were in large number and they attacked the guard sud-
<denly and owner-powered him.

III. Bomeay CustoM Housk

Goods Lost Value
‘Cloves—15 Kg. . . . : . . . Rs. 185
‘One case Nylon Georgette . . . . . Rs. 2,808

1.91. A consignment of one hundred bags of confiscated cloves
was stored in the warehouse annexe out of which 2 bags of cloves
were found stolen. The thief had found entry through a ventilator
after breaking open the same at night on 14/15-10-1965. The case
remained undetected by the police.

1.92. Tt was suspected that the Police armed Guard posted there
on the night of 6th and 7th December, 1965 pilfered some Nylon
Textiles by breaking open the plank of the heavy wooden case
containing confiscated goods stored in the verandah of the ware-
house. A complaint was lodged with Suptd., of Police and the

armed guard was changed. No case could be established by the
Police.

IV. Carcurra Custom House

1.93. In the Calcutta Custom House, there have been two cases
of loss of confiscated goods. The details of these two cases are as
under:—

{a) Due to paucity of space, a consignment of Glass beads
valued at Rs. 26,150/- was kept in an enclosure near one of the
strong rooms in the Customn House after investorising and sealing.
Suspected pilferage of the goods was reported on 3th April 1961.
The contents of the packages were rechecked an out of 9612 packets
and 12491 pieces which were in these packages, 1927 packets and
6225 pieces were found missing. A complaint was lodged with the
police on 24th July 1961. The police reported on 4th September
1967 that “the persons responsible for the pilferage could not be
fixed.”

(b) The following articles valued at Rs. 4207:73 approximately
were found to be lost from the custody of the then currency officer
between the years 1960 and 1962.

(1) One gold chain weighing 14 tolas Rs. 1800/- approx.
(2) 1377 cts of Bortz Diamonds valued at Rs. 255°58.
3665 (All) LS—3.
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(3) Rs. 1000/- (Rupees one thousand only).
(4) loss of 13 pieces of diamonds valued at Rs. 300/-.

(5) One Ladies Randol wrist watch—17 jawels—Rollod goldk
Steel back Rs. 150/- approximately.

{6) One gold Chain weighing 4 tolas 11 as. and valued at
Rs. 393:98 and 1 gold ring weighing 1 tola 14/- annas
valued at Rs. 108/-.

7) One gold ring weighing 14 annas and valued at Rs. 75:17.

(8) Ginsho watch 21 jewels, chrome stee] back valued at
Rs. 125/-.

1.93. These goods appear to have been lost due to the negligence
on the part of the currency officer concerned. After necessary
departmental investigations the loss appeared to be unaccountable
by the officer concerned. A charge sheet was issued to him on 20:10.
1965. The departmental proceedings against Shri........... ... had
to be deferred because of a writ issued by the Calcutta High Court.

V. Goa Custrom Housk

1.94. A consignment of 2222 sets of cut thread taps was stored in
the warehouse after the consignment had been put up for auction on
9.8.1966 and withdrawn on account of low bid. The loss of 300 sets
was discovered on 10.11.1966 when all the packages in the warehouse
were taken up for verification.

VI. Mapras CustoM Housk

Goods Lost Value
transistor radios . . . . . . . Rs. 1,100
30 dozen and 11 metal watch starps . . . . Rs. 1,932

1.95. Two confiscated radios and one received from Calcutta were
kept in the warehouse from where these were reported by the officer
incharge of the warehouse on 14.4.1963 to be missing. The case was
thoroughly investigated by the Police and finally treated as undeteo-
able.

1.96. On 15.8.1962, two packages consisting of a stee] trunk and
one basket were taken up by the Madras Custom House for inves-
tory for the purpose of disposal in auctions. It was then noticed
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that the basket which had no seals, contained amongst other things,
13 dozens metal watch straps as against 93 dozen 11 pieces. The
goods were not packed in a trunk which could have been locked
but were left in a basket without seals or lock and even the unsealed
basket was kept in a dark corner in the outer Verandah of the ware-
house where it was not under the direct surveillance of the Ware-
house Officer. These goods were earlier involved in a fire accident
in the same warehouse on 13.10.1961.

1.97. On 28th August 1962 the Collector ordered that the Assistant
Collector (Preventive) should make an immediate investigation and
fix responsibility for the loss.

1.98. The findings of the Assistani Collector are as follows:—

The watch straps were actually there at the time of salvage ope-
rations on 13.10.1961 and should have been lost during the period
between the date when the operations were completed and the date
when it was taken up for inventory (15.8.1962). It appeared that
only a person who knew both the contents and the location of the
basket could have included in th:s pilferage, for it was not possible
for a stranger to locate this particular basket, examine its contents,
and then pilfer. Hence, the suspicion revolved round the casual
labourers who were working in the warehouse both before. during
and after the fire incident. There was no evidence to implicate the
salgage party or the warchouse staff. It was also not possible to get
any evidence against the casual labourers. In the circumstances
there was no possibility of cither recovery of the watch straps in
question or of fixing responsibility on any individual.

1.99. The police with whom a complaint was lodged also reported
that the complaint was undetectable.

1.100. It may, thus be seen that in spite of the effo.ts made by the
Custom House to trace the missing watch straps in the warehouse
and the investigations conducted for fixing up the responsibility for
the loss, it has not been possible either to recover the missing articles
or to fix responsibility for the loss on any individual.

VII. Mapras CENTRAL Excise COLLECTORATE

L101. 23 Pilot Pens and 4 nibs (valued at Rs. 1459) stored in
the Range Office, Coonoor in 1964 after seizure were found missing
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and the loss was detected at the time of transfer of charge of seized
goods on 1:10.1964.

VIII. West BeEncaL CENTRAL Excrse COLLECTORATE

Goods Lost Value

Rs.
Bil bearint—i102 pos . . . . . . 2,042
Dye stuff—: lbs . . : . . . 60

Dvyve stuff—51bs)

Cloves—2kg.” 210
Dyv:stuf—3 tbs. . . . ) . . 242
CrorxHooks—23 doz. | . . . . ) 53
FeslinxNipple—gNos. [
B:olar— 1 kz . . . . . : 44
Snuft —: ua ) . . . . 4 7

1.102. These confiscated goods were stolen from Bongaon Circle
godown on the night of 23.9.1963. The Police could not detect the
offenders nor they could recover the stolen goods.

1.103. It was pointed out that during the visit of the Study Group
of the Committee to the Customs Godowns/Customs Retail Shops,
it had come to not'ce thai certain vital parls were missing from
valuable goods like refrigerators, transisters etc. It had also been
mentioned to the Study Group that such vital parts were pilfered
“out of vindictiveness” so that the goods could not be easily sold.

1.104. The Committee are unhappy to note that there have been
thefts of confiscated goods from the Customs House. The Committec
would like the Customs House to review their security arrangements
in consultation with the Central Bureau of Investigation and the
State Police authorities so as to ensure that such thefts do not recur.

1.105. The Conmmittee are perturbed to note that vital parts of
valuable goods like refrigerators and transistors are pilfered, thus
making their disposal difficult, The Committee desire that Govern-
ment should take suitable remedial measures to prevent such pilfer-
age so that these valuable goods which have a ready market can be
disposed of expeditiously to fetch the maximums price,
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1.106. Asked if there was any legal liability of the Customs
Department to pay damages for pilferage or deterioration of goods
during the scheduled period, the Chairman of the Central Board of
Customs & Excise promised to furnish a note. In that note, the Min~
istry of Finance have stated that the legal position as examined in
consultation with the Ministry of Law in this behalf is as under:—

“It is........ presumed that it refers to period under the
respective Port Trust Acts for which the Port Trusts are
liable to account for the cargo received by them. So far
as the Customs Act, 1962 is concerned, it does not impose
any liability on the Customs Department to pay any com-
pensation for pilferage or for deterioration of imported
goods lying in the custody of Port Trusts, whether during
or after the expiration of the ‘scheduled period’. With
regard to pilferage, Section 13 of the above Act provides
that if any imported goods are pilfered after the unload-
ing thereof, and before the proper officer has made an
order for clearance for home consumption or deposit in a
warehouse. the importer shall not be liable to pay the
duty on such goods except where such goods are restored
to the importer after pilferage. Similarly, Section 23
provides for remission of duty on goods which have been
lost or destroyved at anv time before clearance for home
consumption. Thus apart from the remission of duty,
the importer has no right against the Customs Depart-
ment to claim any compensation for pilfered goods or for
goods which have been destroved or deteriorated. The
position under the respective Port Trust Act is also the
same viz,, that no liability attaches to the Customs Depart-

ment for payment of any compensation in such cases
under the Acts as well.”

1.107. Asked about the liability of the Port Trust for loss of
goods, the Chairman, Bombay Port Trust stated during the evi-
dence, “Though the legal position is that as mentioned in section
61 (b) of the Bombay Port Trust Act and our liability is that of a
bailee and it does not extend beyond seven days of the discharge
or landing of the cargo on the wharf. still we have not taken that
as a convenient safeguard to sav that after seven days, there is
nothing that we need do about it and if after seven days, things got
pilfered, we need not be worried about it.” The witness added, “It
is not the responsibility of the Customs to remove the goods from
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the Port Trust premises immediately after seven days. The respomn-
sibility is that of the consignee. The consignee must clear the
goods. If he does not, he cannot file a claim against the Port Trust
saying -that the goods have been pilfered and therefore, the Port
Trust should pay him the damages.” The Chairman, Central Board
of Excise and Customs stated, “We do not take custody of the
goods after seven days. As in Bombay, similarly, in all the other
major ports the Customs have only a lien on the goods. In other
words, they cannot be removed from what is called the customs area
or the dock without the dues of the customs having been paid. So,
our dues are only the customs duty as such and till they pay the
customs duty or the goods have been confiscated they cannot be re-
moved.” The witness added, “The law of the Port Trust itself per-
mits that if the goods are not cleared for two months, they can Le
sold and disposed of and the charges would be recovered from the

party concerned.”

1.108. The attention of the Committee has been drawn by Audit
to a judgement dated 5-5-1967 of the Supreme Court in the case of
two motor vehicles seized in 1947 under the Junagarh State Sea
Custom Act which were ordered to be returned to the party by
the Trial Court and the High Court and having a bearing on the

above issue.

1.109. The motor vehicles were seized in 1947 by the Customs
Authorities of Junagarh State under the Junagarh State Sea Cus-
toms Act, on the ground that the vehicles were used for smuggling
of goods in the State. Between 1947 and October, 1951 the vehi-
cles remained totally uncared for and were sold as unclaimed for
Rs. 2213 on 5-2-1952 under an order of a Magistrate passed under
Section 523 of the Code of Criminal Procedure. On 6-2-1952, the Re-
venue Tribunal to whom the appeal filed by the party against the
order of confiscation was referred, set aside the order of confiscation
of the Customs Authority and directed to return the said wvehicles
to the respondent. The Trial Court passed a decree against the
State Government for Rs. 26797 and the High Court confirmed the
decree except to reduce the decretal amount to Rs. 25552. On 5-2-
1954, the party filed a suit for the return of the said vehicles pursu-
ant to the above decrees, or in the alternative for their value, namely
Rs. 51,736. This was appealed against by the State Government on
the ground that thev were not liable for any tortious act of its ser-

vant.
1.110. The Supreme Court dismissing the appeal, ruled that the

State Government had either to return the vehicles in the same
condition in which they were seized or in the alternative to pay
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their value. In the course of their judgment their lordships laid
«down following dicta:

(i) The power to seize and confiscate goods by a Customs
Officer is dependent upon an offence havmg been com-
mitted under the Customs Act.

(ii) The order of the Customs Officer is not final as it sub-
ject to appeal and if so decided therein, the property
had to be returned to the owner,

.. L111. The Committee hope that Government will take due note
of the judgment of the Supreme Court and issue suitable instruc-
diong in the matter,
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y CUSTOMS (GENERAL)
Audit Report (Civil) on Revenue Receipts, 1967
Customs Receipts—Para 8, Page 16:
The total receipts from Customs Revenue during the year 1965-66
were Rs. 53897 crores, deprived as under:—

(a) Customs imports Co. 5,47,69,45.473
(&) Customs exports . . . . . 2,13,96,740
(c) Miscellaneous . . . . . . 4,90,14,534
Gross Revenue . . . . . . 15.54,73.56.747
DeductRefunds and Drawbacks . . : 15,76,83.798
Total Net Revenue . : . 5.38.96.72,949

2.2. It will be seen from the above that the bulk of the collec-
tions is from Customs imports.

23. In a note (Appendix IX), the Department of Revenue have
furnished the break-up of the total amount of revenue of Rs. 538.97
crores as follows:—

(Rupees in crores)

(1) Government Departments (Central as well as

State} . . . 1 ) . . 6514

(1i) Sratutory Corporation and [ . ,
(iii) Government Companies 167-57*
{iv) Private parties’ . . . . . . 32203
Gross Revenue . . . , §54-74
Deduct Refunds and Drawbacks . . , i5-77
Total Net Revenue : 538.97

*Separate figures for statutory Corporations and Government
Companies are not available.

e e e e, .

2.4. The amount of refu;xds and drav;back paid vduring the last
five years are as under:—

(Rupees in crores)

1961-62 . . . , . . . 548
1962 -63 ) _ . . . 9- 56
1963-64 . . . . , . 10-Rg
1964-65 . : ‘ . : . 13-7%
1965 -66 . . , . 1577

34
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25. It has been stated that on account of the increase in rates
of import duties, the revenue receipts in 1985-66 had increased to
Rs. 555 crores as compared to Rs. 411 crores during the preceding
year. Out of the sum of Rs. 15.77 crores, the amount of drawback
paid during the year 1965-66 was Rs. 6.81 crores, as against Rs. 7.51
crores in 1964-65. The percentage of refunds to receipts was 1.61
per cent in 1865-66 as compared to 1.52 in the preceding year. The
value of exports for the year 1965-66 came to Rs. 805.56 crores plus
Rs. 3.99 crores re-exports, making a total of Rs. 309.55 crores. Out
of these, the value of exports under claim for drawback during
1965-66 was Rs. 58.69 crores.

2.6. Commodities on the export of which drawback exceeding
Rs. 5 lakhs was paid during the year 1965-66 were:

Art silk fabrics and yarn, Cinema films, Chemicals and
Pharmaceuticals, Paper products, Electric fans, Plastic
goods, Mild Steel products, Staple fibre yarn & fabrics,
Footwear, Rubber products, Articles made of Stainless
Steel, Cycles and cycle parts, Gunny bags. Articles
made of Brass, Tea Chests, Cast iron products, Poly-
thene-lined jute bags and Motor vehicle parts.

The above includes items on which customs as wel] as central
excise duties collected on materials used in the manufacture of
the articles are paid as drawback on export.

2.7. The Committee desired to know what other incentives (in-
cluding subsidy) have been provided for the export of these com-
modities. In a note (Appendix X) furnished by the Department of
Revenue, it has been stated that during the vear 1965-66, incen-
tives were provided in the form of import entitlement, cash assis-
tance and concessional railway freight as shown in Annexure I'. In
the case of export products made out of iron and steel there was a
provision for supply of indigenous iron and steel upto the extent
of replenishment at special concessional prices (approximately
equivalent to international prices). Import entitlements were also
granted in part to make available the imported raw materials re-
quired in the production of exports but certain additional quanti-
ties of imported raw materials were also generally allowed under
these schemes for use by the importer for his own production for
the home market or for transfer to other manufacturers subject to
rules in this behalf.

28. Certain direct tax concessions were also available againsg
exports performance as shown in Annexure ‘II' These rebates
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were intended to give some edge to sale in export markets insteaa
of the home market and were of minor quantitative gignificance.

29. The Committee also desired to know whether the Revenue
Department or any other Ministry of the Government of India
were keeping any record showing the financial effect of all these
<oncessions and if so, what was the total concession obtained per unit
of export in the case of the commodities on which a drawback of
over Rs. 5 lakhs had been paid. In their note, the Department of
Revenue have stated that the Ministry of Commerce kept under
periodical review export performance of all commodities eligible
for various forms of assistance, and the concessions were adjusted
from time to time in the light of emerging circumstances like
fluctuation in international prices, changes in marketing conditions
abroad and changes in internal production and demand.

2.10. The Comimittee are not able to assess from the above reply
the camulative effect of the various forms of assistance that are ad-
missible on exports. The Committee desire that the Ministry of
Commerce in consultation with the Department of Revenue should
conduct a study and furnish a statemsent in respect of selectod com-
modities (which will be representative of export articles) exported
during a specified period in the year 1965-66 (say October 1965 and
March 1966) showing the details per unit of (a) the cost of production,
(b) F.OB. value of the export, (¢) wholesale market price of the
article in India, (d) drawback paid on the article, (e¢) cash assis-
tance, (f) import entitlement, and (g) any other incentives or con-
cessions that were admissible during the period.

Non-levy of Countervailing Duty—Parg 11 (ii) (a) & (b), pages 17-18

2.11. (a) With effect from 2-2-1963, a provision was made in Sec-
tion 2A of the Indian Tariff Act, 1934 for the automatic levy of coun-
tervailing duty on imported articles. But the Government of India
issued instructions at the same time stating that the provision in the
Indian Tariff Act would not affect the practice obtaining before
2nd February, 1963 in the matter of levy of countervailing duty or
exemption from countervailing duty on various articles.

2.12. Accordingly, the practice in a major Custom House was not
to levy countervailing duty on imports of steel conduits, seamless
steel casing pipes, steel boiler tubes etc., assessed to basic customs
duty under Tariff Items 73(19), 72(c) and (3) respectively of the
Indian Custom Tariff, as the Government of India had ordered
earlier in May 1962, that the levy of countervailing duty on imported
Iron or Steel products should be restricted only to those articles fall-
ing under item 63 Indian Customs Tariff and its sub-items. It was
pointed out that notwithstanding the classification of these articles
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under different items for assessing them to basic customs duty, coun-
‘tervailing duty was leviable with effect from 2nd February, 1863 as
per the statutory provisions, as they conformed to the definition
under item 26AA Central Excigse Tariff. The Custom House there-
upon issued less charge notices for Rs. 92,507 and referred the matter
for clarification to the Central Board of Excise and Customs in No-
vember, 1984, The Government of India ruled in June, 1965 that
countervailing duty should be levied on all Iron and Steel products
which are specifically mentioned under item 26AA Central Excise
Tariff but that the orders should not be applied retrospectively to
the disadvantage of the importers. This has resulted in a loss of re-
venue of Rs. 2.08 lakhs in the cases noticed so far.

2.13 (b) Likewise, countervailing duty was not also being levied
by a Custom House on Lithophone imported after 2nd February, 1963,
as no countervailing duty was chargeable on the article prior to that
date. It was pointed out that the Ministry’s instructions for the main-
tenance of status quo had no statutory backing and hence, in the ab-
sence of a specific exemption notification under Section 25 of the
Customs Act, 1962, Lithophone was chargeable to countervailing duty
with effect from 2nd February, 1963 under Section 2A of the Tariff
Act. While the matter was under correspondence with the Custom
House. the Government of India had on a reference from another
collectorate decided that countervailing duty should be levied on
Lithophone with effect from 1st February. 1965.

2.14. The non-levy of countervailing duty on imported Lithophone
during the period from 2nd February, 1963 to 31st January, 1965 had
thus resulted in loss of revenue of an aggregate amount of
Rs. 50,908/- in 43 cases at the Custom House. In another Custom
House, countervailing duty of Rs. 62,976 had not been levied on $7
cases of similar imports during the same period. The total loss of
revenue on this account has come to Rs. 1,13,884.

2.15. The Committee desired to be furnished with information on

certain points. The replies of the Department of Supply are given
below: —

Point (i) .—When issuing instructions that the provision in the
Indian Tariff Act would not affect the practice obtaining
before 2-2-1963, was the Law Ministry consulted? What
was their opinion in the matter?

Reply.—The Ministry of Law were not consulted in the mat-
ter as the legal position in regard to the levy of counter-
vailing duty consequent upon the introduction of Sec-
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- tion 2A in the Indian Tariff Act was known to the Dé-
partment. There was no doubt that legally counter-
vailing duty was leviable. However, the Department
had decided as a matter of deliberate policy not to levy
countervailing duty on any article on which it was not
leviable already. The general position is explained in
para (iii) below.

Point (ii).—Even as early as July, 1964, the Public Accounts
Committee were informed that the provision for the
automatic levy in the Tariff Act had led to another
complication. As Government would appear to be
seized of the problems arising therefrom in July, 1964,
why was not the legal position examined and suitable
action taken to put the levy beyond doubt?

Reply.—The other complication intimated to the Public Ac-
counts Committee in July, 1964 was the levy of coun-
tervailing duty on articles on which such levy was not
intended but which became legally leviable due to the
omnibus provisions of Section 2A. The legal position
was not in doubt and hence no reference was made to
the Law Ministry. The general position is explained
in para (iii) below.

Point (iii).—The decision in June, 1965 to levy countervailing
duty on all Iron and Steel products which are specifically
mentioned under item 26AA of the Central Excise
Tariff and that in January, 1965 to levv countervailing
dutv on lithophone from 1-2-1965 confirms that the
duty was legally leviable from 2-2-1963 itself. The
period of over 2 years taken in deciding the levy has
been led to avoidable loss of revenue. While ordering
in 1963, the continuance of the status quo in levy of
countervailing duty was each such case gone into? I?
not, what were the reasons therefor? If the considera-
tions for the decisions taken in 1963 and 1965 were
different the same may be elucidated for the informa-
tion of the Committee.

Reply.—Attention in this connection is invited to Shri D.P.
Anand's D.O. No. 20/99/66-Cus. 1, dated 20-3-1967 ad-
dressed to Additional Dy. Comptroller & Auditor Gene-
ral of India, wherein the general question has been
discussed at length. When Section 2A in the Indian
Tariff Act was enacted there was no intention to charge
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countervailing duty on articles on which it was not
being charged uptil then. In line with this intention
the position was examined. In respect of articles which
came to notice appropriate exemption notifications were
issued to achieve the desired objective. However, not
all such articles could be exhaustively listed and there-
fore, in respect of articles which did not come to notice
then, the object was achieved by issuing orders to
Custom Houses to maintain status quo and to bring
such cases to Government’s notice for issuing exemp-
tion notifications. Accordingly, a number of specific
cases were received from Custom Houses and appropriate
exemption notifications were issued.

By 1965, the position had settled down. Another important
factor which emerged by that time was the pressing
need for raising additional resources. It would be re-
called that regulatory duty was imposed in February,
1965. This was followed within a few months by the
second Finance Bill which raised the rates of import
duties on a wide range of commodities. It was also
decided to withdraw various exemptions granted through
exemption notifications or through Government Orders.
Exemptions from countervailing duty on various items
like iron and steel products falling under items other
than item 63 and its sub-items were likewise reviewed
and it was decided as a matter of policy to withdraw
the same in the context of the various other measures
taken to augment resources. It cannot, therefore, be
said that there was delay in finalising the issues raised
by Section 2A. The fact is that circumstances had
changed and in the new context a change of policy was
effected.

Point (iv).—Has the full extent of the loss of revenue in all
the Custom Houses from 2-2-1963 to 9-6-1965 due to the
non-levy of countervailing duty on Iron and Steel pro-
ducts been determined? What is the total loss?

Reply.—The Collectors of Customs have reported that there
would be no separate record of the steel products which
had been passed without levy of countervailing duty
during 2-2-1963 to 9-6-1965. The only way to locate
previous clearances would be to go to the original bills
of entry. This can be done anly after listing such bills
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of entry from the daily lists for the relevant period.
The daily lists may not show the detailed description
of the goods to indicate that the goods were conduit
pipes etc. and the information mav have to be supple-
mented by collecting the bills of entry and if necessary,
invoices and specifications etc. from the importers. To
collect the information, considerable time and labour
would have to be spent in going through large number
of documents covering a period of over three years. All
this would necessitate taking away several persons
from their normal duties and posting them on this
specific work for a considerable time. In view of these
difficulties. it is requested that the requirement re-
garding the collection of data of revenue foregone may
be waived as a special case. If, however it is still
considered that the figures should be obtained, it would
be done but it is likely to take some time. It may.
however, be added that there was no loss of dutv in
the sense that lower duty was collected as g matter
of deliberate decision by the Government which had
the power to exempt. The correct form mayv not have
been adopted in ordering the exemption, but in subs-
tance there has been no real loss of revenue.

2.16. The Committee note from the Ministry’s reply that when sec-
tion 2A was introduced in the Indian Tariff Act, there was no inten-
tion to charge countervailing duty on articles on which it was not
being charged till then. This interpretation of the legal provision
for the omnibus levy of countervailing duty is open to doubt. Once
a statutory provision has been made from a particular date, the Exe-
cutive instructions have no legal basis, whatever other considerations
might have weighed with the Ministry for resorting to such a course
of action. The executive decisions taken on different dates in seve-
ral cases to levy the countervailing duty and that too only when they
were brought to the notice of the Government of India by Audit hrd
resulted in the provisions of the law not being uniformly applied in
all the cases wherever the levy was attracted. The non levy of
countervailing duty till such time as the decisions wezre taken can
only be treated as the foregoing of revenue.

2.17. In so far as the case of Iron and Steel products is concerned,
if it was the intention to restrict the levy only to articles (falling
under item 83 Indian Custom Tariff and its sub-items even beyond
20d February, 1963, an exemption notification could have becn issued



41

simultaneously with the other notifications on that date as the Min-
istry were fully aware of the difficulties arising out of the levy while
issuing ‘éxecutive instructions in 1962. Even though these instruc.
tions governed the levy of a countervailing duty on 2nd February,
1983, no such cxemption notification has been issued and, according
to the Ministry’s own admission, the position regarding Iron and Steel
products escaped notice. The lapse is regrettable.

Fxcess Refund of Customs Duty—Para 14, page 20.

2.18. A sum of Rs. 64,649.90 was realised as duty by a Custom
House on a consignment of “component parts of Petroleum Dis-
pensing and Metering Pumps” and ‘Electric Motors’ imported in
April, 1963. 1t was decided on an appeal filed by the party that
the consignment should be reassessed to duty on reduced value. The
total duty payable according to the reduced value came to
Rs. 58,656.31 but was erroneously worked out by the Custom House
as Rs. 48,656.31 and a sum of Rs. 15993.59 refunded in July, 1965
instead of the correct sum of Rs. 5993.59. The excess refund of
Rs. 10,000 had also escaped the notice of the Internal Audit of the
Custom House. The Custom House has since recovered the sum
of Rs. 10,000 from the partv.

2.19. In a note, furnished to the Committee, the Department of
Revenue, stated, that the refund in this case was pre-audited by the
Internal Audit Department. Their failure to detect the error was
due to inadvertence. The Ministry are satisfied that there are no
malafides in the grant of excess refund.

2.20. The Commiittee regret that due to an error, an excess refund
of Rs. 10,000 was paid in this case. What is worse, the error was not
detected by the Internal Audit Department who pre-audited the re-
fund. The Committee note that the amount of Rs. 10,000 has since
been recovered. The Commitiee stress that such mistake should net
recur.

Excess payment of overtime fees and non-recovery of overtime
fees—Para 15 (i), pages 20-21.

2.21. Overtime fees are pavable to the preventive staff of the
Customs department for work done out of working hours or on
Sundays and Holidays. A day is divided into three periods viz.,
6 AM. 0 6 .M. and 6 .M. to 12 midnight and 12 midnight to 6 a.m.
for which the Government of India have prescribed different rates
of overtime fees as pavable to the Staff. According to Board’s
orders of August 1954, when the overtime duty hours of a Govern-
ment servant overlap a part of the following day, for the purpose
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of overtime fees the whole of it should be regarded as one continu-
-ous spell of duty and fees at hourly rate and not the minimum fee
for the latter portion of the duty should be paid. There was diverg-
-ence of practice in the Custom Houses in applying the above orders
to Government overtime and Merchants overtime. In June, 1963 and
August, 1963, the Board clarified that the orders of August, 1954,
were applicable to both Government overtime and merchants over-
time and to cases of overtime extending to or overlapping the next
period in the same day respectively.

2.22. In case of overtime work on behalf of merchants extend-
ing from one period to another the practice at the Bombay Custom
House has been to calculate the overtime fees as for two different
spellsfi treating the overtime in the succeeding period as fresh post-
ing and payments made at the hourly rate for the first period and
minimum or fixed fee for the second period or vice versa or two
minimum fees for both the periods whichever was advantageous
to the officers concerned. This practice was not changed even after
receipt of Board's orders of June and August, 1963. When this was
pointed out. the collector referred the matter again to the Gov-
ernment of India for continuance of the existing practice, The
‘Government of India ordered in December, 1965 that the practice
at Bombay Custom House should be changed with immediate effect
and the excess amount paid to the staff recovered in suitable
instalments. Even after these orders were issued. there were
still certain cases where overtime was paid incorrectly. It
has been ascertained from the Custom House that between June
1963 and April. 1966. a sum of Rs. 40.381 had been over paid to
394 Officers. The Co'lector has reported in June, 1966 that a pro-
gramme of recovery of this sum was being drawn up.

2.23. The over payments in other Custom Houses in similar
instances amount to Rs. 6.117. The Ministrv have replied that after
the issue of the orders in August, 1963 there have heen many rep-
resentations from the staff against the restrictions imposed and that
the whole matter is under exam’'nation with a view to finding out
whether the pre-August 1963 position cannot be restored.

224 In a note, furnished to the Committee, the Department of
Revenue have stated:

“It has been reported by the Collector of Customs, Bombay
that the Board's orders dated 26th August, 1963 were
not received by him and that this was brought to his
notice »v the Accountant General, Bombay in Novem-
ber, 1964. After discussing the matter with the o'her
Collectors, he referred the matter to the Ministry in
March, 1965 for re-consideration. In Aopril, 1985 the
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Ministry asked him to send some further information

which was received from him in September, 1965. Final,
orders were 1ssued to him in December. 1965, asking him
to recover tne excess payments. It took about 3 months
for him to work out the excess payments in respect of
394 officers and he therefore commenced the recovery
of the amounts only from 1-4-1966.”

“Out of the excess payments of Rs. 40381, a sum of
Rs. 26,472.10 has already been recovered upto 1.1.1968
and the balance is being recovered in monthly instal-
ments.”
2.25. The Committee note that, out of excess payments of overtime
fees amounting Rs. 40,381, a sum of Rs. 26,472 has been recovered
and the balance is being recovered in instalments.

2.26. The Committee fail to understand how the Board’s orders
dated the 26th August, 1963, were not received by the Collector of
Custems, Bombay. They desire that, an enquiry may be made into
the reasons for non-receipt of these orders by the Collector and re-
medial measures taken to ensure that important orders issucif by the
Board are promptly transmitted and received by the Collectorates.
Misappropriation of Government money arising from defalcation by

a Custom Houses Clerk —Para 17, pages 22-23.

2.27. The cashiers in the Preventive Department of Bombay Cus-
tom House were normally receiving cash from the public towards
payment of baggage duty, fine and warehouse rent only upto 4.0 p.M.
on a working day. In December, 1955, a special order was issued
providing for receiving pavment even after 400 pM. in urgent
cases on specific orders from the Assistant Collector of Customs, or
the Chief Insprctor. Under this provision, the amount to be col-
lected should be received bv a Preventive Cashier and entered in
the registers maintained for this purpose by a:- Preventive Cash
Clerk. The amount so collected should be lodged in the Customs
Warehouse for safe custody under the seal of the Baggage Inspector
and sent to the Customs Treasury along with the relevant register
on the next working day for credit in the accounts. The Baggage
Inspector was personally responsible for ensuring the proper main-
tenance of the registers as well as the due remittance of the cash
into the Customs Treasury the next day.

2.28. In practice, however, both the collection and accounting
of the cash recelved after 4.00 p.M. were being done by an Upper
Division Clerk of the Preventive Department, instead of two per-
sons viz., the Preventive Cashier and the Preventive Cash Clerk, as
«nvisaged under the orders. Neither a bond nor security for handl-
ing the cash was taken from the Upper Division Clerk. ‘
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2.29. An enquiry initiated on an objection of the Internal Audit
Department of the Custom House in August, 1963 pointing out a
short credit of Rs. 1000 out of the money collected from a passenger
revealed that the Upper Division Clerk entrusted with the above
work, did not credit into the Customs Treasury all the amounts he
received. In some cases he did not enter the amounts in full and in
some other cases entered them only in part in the Duty or Ware-
house Rent Registers for crediting the same in Treasury. He had
thus defalcated a sum of Rs. 15968 comprising Rs. 9,240 collected
as baggage duty during January and March, 1963 and Rs. 6,728 col-
lected towards warehouse rent from 1-4-1962 to 2-7-1963.

2.30. The full amount defalcated has not been ascertained by
the Custom House as some of the files and documents were found
to be either destroyed or wanting. The Clerk concerned, it is re-
ported, was convicted for the offerce of defalcation and sentenced to
9 months rigorous imprisonment. The Custom House has stated
that it is considering the feasibility of recovering the amount defal-
cated from the individual. The Ministry have stated that the de-
falcation had occurred because of non-observance of prescribed
procedure ard that revised instructions have been issued in July
1966.

231. In a note furnished to the Committee, the Depariment of
Revenue have stated that the initial scrutinv of the relevant re-
cords/documents bv the Customs Authorities at Bombhayv. had shown
that the clerk had defalcated a sum of Rs. 15.968.41 comprising duty
amounting to Rs. 923991 and Warehouse Charges amounting to
Rs. 6,728.50. Further scrutiny of the relevant records for the entire
period of the clerk’s posting to the table at which the defalcation
occurred has revealed that duty amounting to Rs 953.78 earlier
thought to be defalcated had, in fact, been credited. However, Col-
lector has reported certain further possible irregularities, wviz.

(1) a sum of Rs, 454.05 collected on Detailed Duty Receipts
may not have been credited,

(2) a sum of Rs. 11884.05 representing duty in respect of 49
Baggage files may not have been credited,

(3) 20 books of Detailed Duty Receipts are presently not trace-
able and 59 baggage files in respect of which duty and/or Ware-
house rent may have been collected are also not presently trace-
able,

2.32. On the other hand the Collector has reported that in the
Baggage Duty Register having entries for the period 24-8-1960 to
22-3-1963 there are no credits for the period 24-6-1962 to 17-1-1963.
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This indicates the possibility that there may have been another re-
gister for this period or some pages may have got torn. If so, the
amount reported to have been defalcated will get reduced to the
extent that credit entries are recorded therein.

In view of the position stated above, it has been decided to carry
out a thorough enquiry into all aspects of the matter and a special
officer is being deputed from New Delhi to handle the same. Fuil
information could, therefore, be furnished only after the contem-
plated enquiry has been completed.

2.33. No part of the defalcated amount can be recovered from
the clerk as he appears to be too poor. On account of his financial
position it has also not heen considered feasible to recover the amount
by filing a civil suit against him. He is living in poverty. Enquiries
made with the assistance of Revenue Authsrities at Ulhasnagar near
Bombay, where he normally resides, confirm that he or his family
do not posses immoveable property and that he is in indigent cir-
cumstances. . The Postal authorities have stated that he has no
saving bhank account with the Post Office,

2.34. The Committer desired 'o be furmished with information
on the following points: —

(i) Whether the Registers in which the transactions were re-
corded were scen by the Baggage Inspector or the In-
ternal Audit Department during the period the defal-
cation took place? If not, what were the reasons for not
doing so?

(i) The qualifications prescribed for the handling of cash by
the staff of the Preventive Department. Is any security
taken from them for handling cash? If not. what are
the reasons therefor?

(iii) Rcmedial steps taken to prevent the recurrence of such
frauds in the Custom House,

2.35. The replies of the Department of Revenue to the above
points are given below seriatim:—

(i) During the period of the defalcation the Baggage Duty
and Warehouse Rent Registers were not scrutinized by
the Baggage Inspector and the Internal Audit Depart-
ment did not regularly audit the Registers during the said
period. The reasons for this are being enquired into.

(ii) No special qualifications are prescribed for the handling
of cash by the staff of the Preventive Department. The
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cash is received and handled by Preventive Officers post-
ed to baggage work (Sea Port and Airport) Divisional
Offices and Dock gates.

2.36. At present, security bonds are not required to be taken from
the Preventive Officers, who have to collect and handle cash because
such officers do not collect moneys regularly and the collection is
incidental to the performance of their executive duties. Further,
they are liable to change of posting at short notice and these officers
are not paid any special] remuneration for the handling of cash.

(iii) The defalcation took place not due to any defects in the
prescribed procedure but due to human failure at the pri-
mary and supervisory levels including Internal Audit De-
partment of the Custom House. However, in order to
minimize the number of occasions on which cash has to
be collected on an emergent basis, the regular collection
hours, which originally extended to 4.00 p.M.. have now
been extended upto 4.30 p.m. Further, the Audit Clerk
exercising credit checks has now been specifically in-
structed to verify the endorsement made by the cashier of
the Baggage Department regarding cash receipts and pass-
engers’ full address on the counter-foil of the Detailed
Duty receipts. He has invariably to verify whether the
amounts of duty, fine, penalty, less charge and warehouse
rents are entered in the Baggage Duty Register and Ware-
house Rent Register, as also whether the cash has been
credited into the treasury. In addition, an audit of serial-
ly numbered forms on which amounts are collected is re-
quired to be carried out once a quarter with a reference
to recovery and credit of the amounts by an Upper Divi-
sion Clerk and his immediate supervisory head in the In-
ternal Audit Department. .

2.37. The Commfttee take a serious view of the mis-appropria-
tion of Government momey arising from the defalcation hy a
Castoms House clerk in this case. Thev would like to know in due
course the total amonnt misappropriated by the clerk and the action
taken as a result of the enquiry into the matter. The Committee
a‘lso desire that necessary action should be taken agpinst officers at
the supefvisory leyel for their contnlmiory negligence which made
?ze def:lutlon pouible

2.58. The Commitiee note the remedial mensures taken hy the
anrtmeqt to Mm a recurrence of mcb dafalcatw;u It has

4 i
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Been suggested by Audit that the following additional measures may
also be adopted:—

(a) The opening of all registers to record transactions for col-
lection of cash should be specifically authorised by the
Chief Accounts Officer of the Customs House and be main-
tained in the forms approved by him. The cash registers
so authorised to be maintained should be put up to the
Chief Accounts Officer every week whether any transac-
tions have been recorded therein or not. This will enable
him in keeping track of the registers in use in the various
departments of the Customs House and whether the tran-
sactions, if any, recorded therein are duly credited into the
treasury and incorporated in the accounts compiled with
him.,

(b) The withdrawal from operation or closure of any of the
registers in use should also be done with the approval of
the Chief Accounts Officer.

2.39. The Commnittee will like Government to examine the above
suggestions of Audit for early implementation in order to eliminate

the shortcomings noticed in the existing procedure which made the
defalcation possible in the present case.

Disposal of seized skimmed milk powder—Para 18, pages 23-24.

240. In a Customs and Central Excise Collectorate, seized skim-
med milk powder weighing 14,559 lbs. was sold by private negotia-
tion between 22nd October, 1964 and 9th December, 1964. This rate
was the controlled price fixed by the Government of West Bengal
for the period 26th February, 1959 to 26th September, 1964. With
effect from 26th September, 1964 the skimmed milk powder became
a decontrolled item and hence the Custom House was not bound to
sell the milk powder at the controlled rate. In reply to an audit
query enquiring the reasons for selling the skimmed milk powder
at the controlled price even after its cancellation by the State Gov-
ernment, the Department stated that the order cancelling the ceilmg
price was received by the Collectorate only on 20th January, 1963,
When the Custom House sold skimmed milk powder at the market
rates during February, 1965 to June 1965 the average price realised
was Rs. 250 per pound. Thus the sale at the controlled price 6f
72 paise per 1b. when it was no longer applicable had thus resulted
in an approximate loss of revenue of about Rs. 25,900. This cmﬁd
have been avcided had the Collectorate taken timely note of e
decontrol order and verified the prevailing market rate at the time
of sale of the milk powder.
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241. The Committee desired to know whether there were any
other instances in the said Customs and Central Excise Collectorate
in which skimmed Milk Powder was sold at the controlled price
after the item was decontrolled by the State Government. In a
note, furnished to the Committee, the Department of Revenue have
stated in the West Bengal Central Excise Collectorate a further
quantity of 15,135:60 lbs. of milk powder pertaining to different
customs units as indicated below was sold to M/s. Bashirhat Whole-
sale Consumers’' Co-operative Society, Bashirhat on different dates
at the controlled price of 0:76 paise per 1b. after the item was de-
controlled by the State Government: —

(1) Bashirhat Preventive Post . . . . 10,752-00 lbs.
(ii) Petrapole Circle Godown . . . . 3,230+ 24 lbs.
(##1) Tentulia Customs Preventive Post . . . 1,153-36 lbs.

TotraL . . . . . 15,135-60 lbs.

The Total Sale price realised was Rs, 11,503.00.

242. The Department of Revenue further stated that out of
15,135.60 1bs. of milk powder sold after the cancellation of the Con-
trol Order dated 26th February, 1959 in Petrapole circle of Krishna-
nagar Division of West Bengal Collectorate, a quantity of 10,752 1bs,
of milk powder was sold on 28th October, 1964 before the publica-
tion of the cancellation order in the Calcutta Gazette (on 26th No-
vember, 1964) and the remaining quantity of 4,383:80 lbs. was sold
in March/April, 1965 at the price of 76 paise per lb. as the Assistant
Collector concerned was not aware that the State Government Con-
trol Order No. 6309-—Milk dated 26th February, 1959 had by this time
been cancelled.

2.43. A copy of the State Government decontro} Order No. 6308-
Milk dated 24th September, 1964 was received by the Assistant Col-
lector, Land Customs, West Bengal, Collectorate, Calcutta in Janu-
ary, 1965 from the State Government on a specific reference from
him, for the purpose of sale of skimmed milk powder stored under
his control. A copy of the de-control order received by him was
supplied by him to Assistant Controller, Siliguri and Superintendent
of Customs, Cooch Behar, as some queries on this matter had been
received from them. A copy of the cancellation order was not com-
munijcated by the Assistant Collector either to the Collector or to



49

any other Assistant Collector. The note further states that: “It
was not incumbent on the Assistant Collector of Land Customs,
Calcutta, to communicate the order to other officers. As the Collec-
torate headquarters’ office had not received a copy of the said can-
cellation order, the Collectorate Office could not circulate the same
to al]l subordinate formations at the material time. The Collector
has been since directed to maintain more effective liaison with the
State Government in such matters.”

2.45. The Committee regret to note that in this case, due to lack
of co-ordination with the State Government, a loss of about R<, 53,000
in revenue was suffered on the sale of 29,694 lbs. of seized skimmed
milk powder at the control price even after the cancellation of the
‘Control Order. The Committee desire that the Board should examine
whether there is any defect in the procedure regarding the receipt
of copies of such orders from the State Government and their circu-
lation to the various officers concerned to avoid the recurrence of
such cases.
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~ UNION EXCISE DUTIES
Audit Report (Civil) or Revenue Receipts, 1967
Reco'nts—Para 24.

The receipts under the Union Excise Duties during the vear
1965-6 were Rs. 897-92 crores registering an increase of Rs. 96:41
crores over-that of the previous year. The receipts under the Union
Excis~ Duties for the last five years (i.e. Third Five Year Plan
pericl) along with the corresponding number of commodities on
which Union Excise Duties were leviable are given below:—

Recieptsunder  No. of commo-

Year Union Excise dities on which
Duties. the duties were
(in crores) leviable.
Rs.
1QRT-62 : . . . 4209-31 <6
1962-63 . . . . 598.83 65
1962-64 : . . : 72958 6%
1964-65 . . . . Rot- g1 66
1965-66 . . . . Rg~-g2 67

Results of test audit in general—Para 25, Pages 27-28

3.2. A test audit of the documents and records maintained in the
offices of the Chief Accounts Officers of the Central Excise Collecto-
rates and in selected Central Excise ranges. revealed under-assess-
ment and loss of revenue to the extent of Rs. 572 crores, as sum-
marised in the following table: —

Total amount of
Name of the commodity under-assresment
Rs. in lakhs}

—

Taobacco . ; . . . . . . 11.64
VNE. Oils . . . , 10-69
Patentor Proprictary medicines | : . . 13°7¢
Jute manufactures : , . ) , . . 1131
Paper . _ . . . . : , . 17:72
Coton Yarn « . . . . . 16316
Cotron Fuhrics , ‘ . . 1567
Font Wear i . . . 43-02
Other Commaoditios | . . . . . 64-72
a ToraL . §71-63
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3.3. The under-assessments/losses of revenue referred to above~
have arisen mainly on account of the following:—

{Rs. in lakhs)

(i) Non-levyofdury . . . . . . . 27-87
(¢1) Under-assessment due towrongapplicationof rates . 2435
(si1) Under-asscssment Juc to wrong fixation of assessable
values . . . . . . . . 60°31
(i) Loss of revenus dus to processing in warehous:s and
manufacture in Bond . . . . . . 18-72
(z) Lossofrevenuc duce tenperation of time-bar . . 0-51
(z1) Trregular and uncuthorised refunds, rebates and
set-off . . . . . . . . 32386
fvu) Otheromissions o ilures . . . . 117-01
Totar . . . . . . §71-63

3.4. The Committee desired to be furnished with a statement show-
ing tho break-up of the revenue realised during the year 1965-66 from
private parties and Government companies etc. The Ministry of
Finance (Deptt. of Revenue) have furnished the following details:

Figures in Rs. (o000}

Realisation Gavern-  Statutory epartmznt of Govt.
from private - ment Com- Corpora-
partics, panies. tions, {Centril & States)

Inrespect  In respect Total
of gonds of goods
manufac- manufic-
rured for wred for

rade or their own

Business consump-
tion
() (b) e (@ (4 (e)
7729000 1673 RsRor3y 172469 345 8923659

The figure do not include cesses on Tron ore, Rubiber, Salt and coal)

© o kg oo o e ks 3 e S e e
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3.5. The Committee were furnished with a note stating the fol-
lowing position regarding exemption from duty given by the Central
Board of Excise & Customs:—

(a) Number of commodities totally exempted

from dutyason31-8-1967 . . . 8
(6) Total number of effective ex emption no-
tificationsason 31-8-1957 . . . 355
{¢) Number of exemption notifications 1965-66  1966-67

issuedin 1965-66 & 1966-67 .
99 119

(d) Number of cases in which exemptions were  1965-66  1966-67
given retrospective effect durmg 1965-66
and 1966-67 . 17 15

3.6. A statement showing details of cases and the reason for giving
retrospective effect is at Appendix XI.

3.7. In another note, furnished by the Ministry, it has been stated
that the approximate duty foregone as a result of exemption notifl-
cations issued under Rule 8 of the Central Excise Rules, 1944 during
the years 1963-64, 1964-65 and 1965-66 is as follows: —

(Rs. incrores)

196364 . . . . . . ssoq
1964-65 . . . . . . . 63-73
1965-66 . ) . : . . . 64-28

The following types of exemptions have not been taken into ac-
-count in preparing the above statement.

(i) Exemptions which represent specific rates of duty an-
nounced by the Deputy Prime Minister/Finance Minister
on the floor of the Parliament as part of Budget/Supple-
mentary Budget proposals and which are deemed to have
Parliament’s approval on the passage of the Finance Bill.

(ii) Exemptions intended to avoid double taxation under the
same tariff item including these giving set off in respect
of duty already paid on raw materials or component parts
assessable under the same tariff item.

3.8. During evidence, the Committee were informed by the Chair-
man of the Board of Excise and Customs that out of the total under-
assessment of Rs. 571.63 lakhs of excise duties referred to in the
Audit Report, 1967, the Department had accepted underassessments
amounting to Rs. 327 lakhs. “We gave the exemption by executive
instructions whereas we should have given it by regular notification
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mentioning the rate under which we are giving that”. The represen-
tative of the Board stated: “The intention of Government was there
all the time just to allow all these exemptions. Now, the proper
method is to regulate the position through necessary exempting noti-
fications. In these cases, though the intention was there all along
yet these notifications were not there.” The Secretary, Revenue &
Expenditure stated: “This has been the practice of giving relief to
the parties from the long past. These are not for one particular per-
son, but for the whole range of goods in that class. What happens
is that the precise definition of that particular commodity is not
forthcoming straightway. There are so many kinds, grades catego-
ries with so many priorities and so on. One has to obtain expert
opinion. We have the Chemical Examiner, D.G.T.D. has also to be
consulted. When a representation is received about any particular
type of commodity, that the imposition of excise would lead to hard-
ship and if that representation prima facie appeals to reason, the first
thing which is done is to stay realisaticn of excise. It is only after
all the aspects of this case have been thrashed with the expert opi-
nion that Government feel confident in issuing a notification. Obvi-
ously the notification gets a retrospective effect but technically it
cannot be said to be correct.” Asked about the level at which the
decision to give retrospective exemption was taken, the Secretary
(Revenue & Expenditure) stated: “It goes upto the level of the
Minister.” Asked if there was not a possibility of discrimination in-
volved in issuing notifications, the witness stated: “The question
of discrimination gets looked into at the time Government take deci-
sion. There can be no question of giving relief only to some parties
and not others producing the same type and same quantities of
goods.” It was pointed out whether there was not a possibility of
the Collectors discriminating between the importer and another
while working on the basis of executive instruct'ons which might not
be in the knowledge of public at large. The Secretary, Revenue &
Expenditure stated: “There will be a remedy on the basis of exemp-
tion notification with retrospective effect, a refund could always be
claimed.” He added: “Exemption notifications are published in the
Gazette. Then on the basis of the executive instructions, my infor-
mation is that, the Collectors are required to issue trade notices.”

39. The Committee asked if it would be feasible to allow the
goods to be cleared under a bond requiring the parties to pay the
difference in case the exemption notification was not issued later.
The Secretary, Revenue & Expenditure stated: “This can be exa-
mined, but the only point to be seen is if the goods have been sold
what does the person do? Does he enter into a bond with the buy-
ers of conditional price?”
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R.10. The Committee referred to the observations made in para.
8.37 of their Forty-fourth Report (Fourth Lok Sabha) stating: “The
Committee note that the legal position regarding giving retrospec--
tive effect to exemption notification was that a legislature could
give retrospective effect to a piece of legislation passed by it, but
Government exercising subordinate and delegated powers cannot
make an order with retrospective effect unless that power was ex-
pressly conferred by the Statute” The Secretary (Revenue & Ex-
penditure) stated: “I straightway concede that this does not cxist
under the Excise Act and Rules....... .. . But there are practical
difficulties. Either we do not take action on representation till we
are fullv prepared with the entire data or continue the present prac-
tice of interim stay order and back it up with a proper exemption
notification. .... ... in practical terms, it would be difficult to get
ready with exemption notifications as soon as a prima facie case for
relief is thought of. The insistance would lead to avoidable hard-
ship...... but Government also do not like that this peried of action
on the basis of executive instructions should continue to be any long-
er than can be helped and that proper notification exemption must
issue as quicklv as possible.” The Secretary (Revenue & Expendi-
ture) added: “I would not say that the practice which was being
followed will be necessary in its entiretv. One must take a view of
the span of time and of the necessity and urgency of issuing an
exemption notification . These aspects of late, have been taken note
of and gradually one is trving to reduce the time span. But my
submission is, it would not be possible to get readv with exemption
notification immediately as anv kind of interim relief pending fur.
ther examination of the nature of the commoditv, fiscal burden, mar-
ket conditions etc. is thought of” ‘The witness assured the Commit-

tee that “We intend to approach the problem in future on a firm legal
basis.”

3.11. Asked whether the exemption Notlfications were laid before
Parliament, the Secretary (Revenue & Expenditure) stated: “There
is lacuna in this Excise Act as compared to the Customs Act. On
the excise side, wide power has been taken under the rules without
even anv provision for reporting these exemptions to Parliament. . .
This rule has, however, been made with the approval of Parliament
and it is the rule which authorises the Government to exercise or
issue exemption notifications.” The witness added that “in the Cen-
tral Excises Bill which is replacing the Act, this lacuna has been
spotted and we are making an identical provision as in the Customs
Act. . ... ... The Bill is in the final drafting stages. The intention
is to bring this Bill in the Budge! session”
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3.12. Asked about the reasons for delay in drafting the Central
Excise Bill, the Secretary, Revenue & Expenditure stated, “I will
say that the proposal for drafting the Bill was taken up as a result
of recommendation of the Chanda Committee. At first, it was
thought that amendments will serve the purpose. After the amend-
ments had been listed, they were so numerous that the drafting of
a fresh Bill replacing the present Act was considered to be advisable.
This had led to some delay. The drafting of the Bill has been finalis-
ed and the intention is to bring up this Bill very shortly.” The wit-
ness added: “I have just thought as to whether in the interim period,
in respect of Rule 8 one could not add a sub-clause requring the
exemption notifications to be placed before Parliament. That would
mean, regardless of the delay that takes place in passing the Bill, at
least Parliament should be kept informed and a somewhat necessary
obligation discharged.”

3.13. Asked whether the exemption notifications laid before the
Parliament would be accompanied by an explanatory memorandum
giving reasons for varying the standard rate of duty leviable under
the Finance Act, the Secretary (Revenue & Expenditure) stated that
“It will have to be considered as to how much time and work are

involved. Under the Customs Act, Government are required to
" place a copy of the notification only.”

3.14. Asked whether it would not desirable to lay before Parlia-
ment copies of the executive instructions, the Secretarv, Revenue &
Expenditure stated. “I really don't know whether we would not be
embarking on a wholly new practice. If the notfications come. 1
take it that they should serve the purpose.”

3.15. The Committee find that the Excise Duty foregone as a
result of the issue of exemption notifications amirunted to Rs. 5404
crores in 1963-684. Rs. 63.73 crores in 1964-63 and Rs. 6228 crores
in 1965-66. With an expanding Fxcise Tariff. the amount thus fore-
gone is bound to increase. It is significant that although = sizable
amount of dutv leviable under the Excise Law is being foregone
vear after vear. the present system does not provide f{or obtaining
approval of Parlinment in the matter, as there is no provision in the
Central Excises Act and the Rules made thereunder to lay the
exemption notifications hefore Parliament. -

" In para 3.142 of their 44th Report (Third Lok Sabha) the Com-
mittee had desired that the procedure should be rectified by making
it obligatory to lay a copy of each notification before Parliameunt,
“The Committee regret to note that the position has not yet heen
rectified by Government. The Committee hope that, as gssured, by

- ¥
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the Secretary, Revenue and Expenditure, during evidence, pending
the finalisation of a new Central Excise Bill, suitable amendments
will be miade in the Central Excise Rules requiring such exemption
notifications to be laid before Parliament. It would also be desirable
that the exemption notifications should be accompanied hy explana-
tory memoranda giving the reasons for varying the standard rates
of duty.

3.16. The Committee have heen critical in their earlicy Reports
[ef. para 3.141 of 44th Report (Third Lok Sabha)] to the granting of
exemption from dutv through executive instructions instead of the
issue of formal notifications under Rule 8. The Commitiee are con-
cerned to note that. out of under-assessments of Rs. 571 lakhs pointed
out in Audit Report, 1967, most of the amount of Rs. 327 lakhs that
has been admitted by the Deparitment rclated to irregular and
unauthorised refunds, rebates and set offs because certain reliefs
were given under executive instructions which did not have proper
legal backing in the matter of exemption. According to the Min-
istry. in some cases. ex~mptions were given under such executive
instructions pending further examination of the matter. after which
exemption notifications were issued retrospectively.

3.17. In para 3141 of their 44th Report, the Committee had de-
sired that if. for administrative flexibilitv. Government desired
some lattitude in such matters. they should obtain authority to do
so from Parliament bv introducing an amendment to the Excise Law.
The Committee hope that the position will be suitably rectified in
the new Excise Bill.

3.18. As regards the issue of exemption notifications retrospec-
tively, the Committee have discussed the legal peosition in para 3.37
of their 44th Report (Third Lok Sabha) that is: “A legislature
could give retrospective effect to a piece of legislation passed by it,
but the Govermment exercising subordinate and delegated powers
cannot make an order with retrospective effect unless that power
was expressly conferred by the Statute.”. The Committee had de-
sired that the question of the extent of authority required and of
amending the Law for the purpose should be thoroughly examined
in consultation with the Ministry of Law. In para 23 of their Tth
Report (Fourth Lok Sabha), the Committee desired that a Bill con-
taining enabling powers for the Central Government to give retros-
pective effect to excise duty exemption under the Excise Law should
be bronght before Parliament as early as possible,

319. The Commiittee suggest that, pending the preparation of &
new Excise Bill, the whole question of granting exemptions of duty
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through three different means, viz., notifications, executive instrue--
tions and retrospective notifications may be examined in consulta-
tion with the Attorney General of India.

Internai Audit Organisation

3.20. The Committee desired to be furnished with a note stating.
the existing arrangements for Internal Audit in the Central Excise
Collectorates (both in Headquarters and in Collectorates). In their
note (Appendix XII) the Department of Revenue had stated that
in view of the expanding nature of the Central Excise Tariff, as
well as to ensure that there is eflfective unit of Revenue accounts to
detect the loop-holes causing leakage of revenue through proce-
dural defeets in the matter of assessment, collection or accounting,
the Department of Revenue have set up two tvpes of audit machi-
neries at different stages. within the Central Excise Organisation.

These are: —

(i) Audit by Chief Accounts Officer/Ass’stant Chief Accounts
Officer attached to the Collectorate QOffice.

(ii) Audit by the Assistant Collector (Audit)y of the Central
Excise Collectorate.

3.21. The details about the performance of the Internal Audit
Organisation during the yvear 1966-67 have been stated as under:

.
1. N of Chief Accouars QOfficers Asstr, Chief  Acounts
OMicers conducting the chxck of as;»ssmeat documents
at the Collectorate Hewdquarters . . . . 17
2. No. of Internal Audit partics functioning in the Colliee-
torates 57

3. No. of objections raised by CAO ACAO

1) No. 2,143
(1) Amount involved. Rs. 87,100

4. Ohjxciioasriised by the [nternal Audit Parties

{i}) No. 2,932

(i Amounat iavolvad  Rso 612,170

It has heen stated that “the number of objections referred to
above are inclusive of procedural defects poinsed by the Audit as
well as CAO/ACAO. As the objections raised by the Internal Audit
are still under correspondence, figures of short levies/under assess-
ment actually detected have not been furnished by some Collectors™
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3.22. In order rectify the defect“ﬁ a detailed scheme, was worked
«out, for the establishment of a Directorate of. Revenue Audit.
"The scheme was accepted in principle by Government and
funds were also made available in the Finance Bill of 1965, but due
to emergency and the need for economy, the scheme was not put
into effect. Nevertheless, it was decided to strengthen the Audit by
merging the Regional Audit Parties with those of Examiner of
Accounts so as to set up a self-contained Audit cell, under a senjor
officer of the rank of an Assistant Collector, to function under the
direct guidance of the Collector at each Collectorate Headquarters.
Accordingly, a scheme for the re-organisation of audit working,
-taking into consideration the number of revenue yielding units as
.against the number of office formations, has been introduced w.ef.
1-1-1967 in all the Collectorates.

3.23. The Committee drew attention to their earlier recommenda-
tion regarding strengthening the Internal Audit Organisation cf.
para 45 of 27th Report and paras 3.9 and 3-10 of 44th Report—3rd Lok
Sabha). The Secretarv. Revenue and Expenditure stated: “We do
recognise that Internal Audit Organisation should be improved both
in numbers and in qualitv. In terms of the Central Excise and
Customs Revenue, one would not say that the percentage of irre-
gularities found is on the increase. The numbers are a little more,
but the revenue realised is also so much more. Some steps have
'been taken despite the budgetary constraint on the excise side.”

3.25. The Committee desired to be furnished with a note stating
the progress made in implementing the recommendations of the
‘Central Excise Re-organisation Committee regarding strengthening
the Internal Audit Organisation and the difficulties in implementing
them. In a note furnished to the Committee, the Department of
Revenue have stated:

“The scheme of strengthening the Internal Audit Organisation
by constituting a separate cadre of the audit and ac-
counts staff under the guidance and control of an inde-
pendent Directorate was worked out by the Central
Board of Excise and Customs. The scheme worked out
at the time was estimated to cost about Rs. 30 lakhs
per vear. However, its implementation had to be de-
ferred due to reasons of economy. The decision was
taken in December, 1865 and the position continues to
be the same. However, necessary organisational changes
within the limits of the manpower and financfal re-
sources available have been made to improve the rume-
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tioning of the Internal Audit Parties and the more firi-
portant of such changes effected from 8-12-1966 aré
listed below:

- (i) Regional audit~parties have been merged with the ln-—
.ternal Audit in each Collectorate and placed ex-
clusively under the charge of an Assistant Collector.

; (ii) The number of audit parties has been enhanced from
31 to 54. The position is being kept under watich. ~

{iii) Audit work in each Collectorate has been made the
personal responsibility of each Collector.

(iv) The Examiner(s) of Accounts has/have been placed
under immediate supervision and direct control of the
Assistant Collector (Audit).

3.26. During evidence. the Secretary, Revenue and Expenditure
informed the Committee that “there was one suggestion on which
further thinking is going on and that is regarding a separabe Direc-
torship of Internal Audit which would run common to all the Re-
venue Departments. At first the difficulty was avoiding increase
of administrative expenditure. Thereafter the thinking seems to
be that the existing arrangement whereby the Audit parties are
pltaced with the executive staff may be more conducive to the ex-
peditious disposal of work.”

3.27. The Public Accounts Committee have repeatedly drawn
attention to the inadequacy of the Internal Audit Organisation in
the Central Excise Department, as revealad by the Report of the
Centra! Excise Re-organisation Committee presented in 1963 (cf.
paras 45 of 27th Report and para 3.9 of 44th Report—Third Lok
Sabha). They have been informed that 3 scheme for strengthening
the Internal Audit Organisation by constituting a separate cadre of
the Audit and Accounts Staff under the guidance and control of anr
independent Directorate which was estimated to cost about Rs. 30
lakhs per year was deferred due to reasons of economy in Decem-
ber, 1965, and the position continues to be the same, There is also
a suggestion regarding the setting up of a separate Directorate of
Internal Audit which would be common to all Revenue Departments.

~ 3.28. The Committee note that meanwhile certain organisational
changes have been made by the Department to improve the fune-
tioning of the Internal Audit parties. The number of the Internal
Andit parties has also been increased from 31 to 57. The Committes
are, however, not satisfied with the performance of the Intermal

3665 (Ali) LS—S5.
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m Qronisptign. Diripg 190667, the Chiof Acopunts Officer:
A - ~-mt Ohiel Acrounts Oficess zaissd 3043  ohisctiops involving
Ra. 81,100] and Internal Audit Parties mpisad $858 objections
involving Rs. 6,12,170. On the other hand test audit by the Reve-

e Audit Department disclosed an under-Assessment of Rs. 571
ﬂhsinAnditliant,lm In the Committee’s view in order teo
make the Internal Audit parties more effective, it is desirable te

Mgachinery to ensure uniformity of administration of levy in different
Collectorgtes

3.29. The Committee also desired to be furnished with a note stat-
ing the existing arrangements for ensuring uniformity of administra-
tion of the levy in different Collectorates. In their note (Appendix...
X1) the Department of Revenue have stated:

“As a first step to ensure uniformity of administration
of the levy in different Collectorates, all instructions/clarifi-
cations issued by the Bpard/Ministry to the Collectors (which are
intended for the use of the departmental officers), are transmitted,
immediately on receipt, by the Colector concerned, to the lower for-
mations in the form of Instruction, with copies to all other Collectors
of Central Excise as well as tp the Board and the Collectors in the
form of Trade Notices, copies of which are similarly endorsed by
the issuing Collector to all other Collectors of Central Excise, the
Bgard and the Directorate of Inspection. Again, to ensure unifor-
mity of administration of the levy, irregularities noticed in any for-
mation, during Audit, are brought to the notice of other units and
Quarterly Bulletins incorporating the more important points are
iggued by the Collectors, Copies of such bulletins are sent to all the
other Collectars of Central Excise ag well as to the Directorate of
inspection. Important objections raised by the Audit are then
brought to the notice of the Board. As a result, discrepant practices
in the mode of asseagments and wmodys operendzofunncruplow
licensees are eliminated and the field staff gets alerted.”

“In cases, when theve are soma doubts about the efficacy of
cextain proppdures, references are made by the Asgistant Collactor
(Pechnical), Assistant Collector (Audit) and also by the Collector to
their counter-parts in other Collectorates so that a uniform mode
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of amsesamant is evoived on inter:CoMectorates basis. In cases of
diffcxence of opinion, the question is referred to t he Board for &
reling. In this way a close laison is maintained between different
field formations.”

“Bagides, Study Circle meetings are held periodically at Divisional
and Collectorate Meadgquarters Offices. Under this scheme, current
problems are diseussed by group of officers. The minutes of such
meetings are circulated to all Divisional officers in the Collectorate.”

3.30. In pera 3.7 of their Forty-sixth Report the Public
Aecounts Committee pointed out that different Officers sometimes
pive dilflerent interpretations of the law with the result that eitizens
may be taxed differemntly under the same statute. The effeet will
appear as discrimination between assessees by the executive. The
Committee emphasize the basic need of ensuring that under
the same statute and at the same time, people are not charged
different rates of tax due to different administrative interpreta-
tions or other failures. The Committee note the steps takem by the
Central Board of Excise and Customs to emsure uniformity of
administration in the levy of duty in different collectorates. The
Committee hope that the Central Board of Excise and Customs will
keep this matter under constant review so as to ensure uniformity
B the levy of excise duties.

Under assessment due 10 Wrong Application o; Rates—Para 27 (b).
pages 31-32.

3.21. Cotton yarn, twist and thread were grouped under one Cate-
gory for the purpose of assessment to basic Central Excise Duty with
effect from 17th April 1964 and for purpose of special excise duty
with effect from 1st August, 1964. Prior to these dates, however, cot-
ton yarn was assessed at concessional rates provided by Notifications
of the Government of India and Cotton twist or thread was being
charged to duty at the standard rates. As a corollary to this, the
waste arising from these, should, follow the same classification if
such waste were dutiable. However, dutiable disentangled mass aris-
ing from the manufacture of cotton twist and thread was charged to
concessional rate of duty applicable to cotton yarn instead of the
tariff rate applicable to cotton twist and thread When this was
pointed out in October, 1963 demands totalling Rs. 32,570 representing
the differential duty have been raised. out of which demands amount-
ing to Rs. 15,603 have been realised and the balance demands amount-
ing to Rs. 16,967 have been reported as withdrawn on account of being
t¥me-barred.
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© 3.32. The Committee asked about the reasons for erroneous assess-’
ment which led to such levy, a major portion of which resulted in
loss of revenue to Government. The representative of the Central
Board of Excise and Customs stated. “As a matter of fact, there was
no justification for not assessing it at the tariff rate. The reason
which weighed with the assessing officers was that the percentage of
twist and thread in that mixed waste was negligible. Another factor
that was there, was this. The twist and thread that were cleared
along with the distangled cotton yarn were cleared for the purpose
for which this cotton varn had been cleared and not for an\ cther
purpose.” Asked about the disciplinary action taken against the
officer, witness stated. “Action has vet to be taken. Explanations
have been received from all the officers and the matter is under the
consideration of the Collectorate.”

3.33. The Committee note that the erroneous assessment of wastes
arising from twist or thread manufactures at the concessional rates
applicahle to varn instead of at the higher standard rates applicable
to ‘thread or twist’ resulted in under assessment of dutv amounting
to Rs. 32570, out of which a demand amounting to Rs. 16,967 had to
be withdrawn as a result of being time barred.

3.34. Government should fix responsibility for this loss and take
remedial measures to obviate the recurrence of such instinces of
erroneous assessment and detect errors in time for realisntion of
arrears.

Under-assessment due 1o wrong firing of assessahle values—Para
28 (a). Pages 34-33.

335 weeording to the rules and orders issued for ascertaining
the asscssable value of an article for levy of Central Excise Duty
under section 4 ~f the Contral Excise and Salt Act, 1944, the dis--
count aliewed under a par: ~'r coniract which 1z not available to
any independent wholesale purchaser and/or which can be earned
on'v in consideration of fu!fi'ment of certain conditions is not ad-
risible for deducton from the declared wholesale price.

3.36. In one factory manufacturing fcot-wear, it was noticed that
different percentages of trade discount varying between 7 per cent
and 3 per cent, were allowed to different categories of wholesale
dealers. 7 per cent. to 575 per cent. being for those who entered
into certain contracts with the company and 3 per cent. being the
unconditiona! rate of disccunt. The trade discount in excess of 3
per cent. cannot, therefore, be taken into account in ascertaining
the assessable value for the purpose of levy of the duty.

3.37. The Department contended that the discount allowed to the
dealer who had the largest turn-over to his credit was accepted
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in terms of Government of India ruling under section 30 of the Seu
Customs Act.

3.38. According to Audit, the ruling under section 30 of the Sea
Customs Act is not applicable for Centra] Excise purposes as no
notification under section 12 of the Central Excises and Salt Act.
1944 invoking the provisions of secticn 30 of the Sea Customs Act
for Centra} Excise purposes was issued.

©3.39. This irregularityv had resulted in loss to the extent of

Rs. 43.00205 during the period 1st March 1954 to 28th February.
1965.

3.40. The Committee asked about the reasons for allowing the
licencce trade discounts varying between three to seven per ceni.
The representative of the Central Beard of Excise and Custom.
stated. that the manufacturer allowed the regional distributors
numbering 120 different rates of discount varying from 5.5 per cent
to 7 per cent according to the varying quantities lifted by them.
The retail dealers who were being given 3 per cent discount were
getting there supplies from these wholesale distributors. The wit-
ness added that “These discounts were not conditional but they
were unconditional and were being enjoyed by these wholesale
dealers.” According to a ruling given by the Mysore High Court
under the Sea Customs Act, regional distributors should not bhe
denied the discount and also the overhead expenses. This particular
ruling under the Sea Customs Act had been made applicable in
this case because the conditions were identical.

3.41. The Committee pointed ocut that under Section 12 of the
Central Excise Act, a notification had to be issued for applying
any provisions of the Customs Act to the levy of excise duty. The
representative of the Board, stated “The objection that has been
raised was that section 30 itself having not been made applicable
to the Central Excise Act how could a ruling under section 30 of
the Sea Custums Act be made applicable to this particular case
on the Central Excise Side. Now, this is a matter which has been
examined in consultation with the Ministry of Law and we have
been advised that when conditions are identical, the goods are of
like kind and quantity, there is no bar whatsoever to the applice-
tion of the executive instructions and for this purpose. though this
particular section has not to be notified as applicable to the Central
Excise Act. As a matter of fact, under section 12 of the Centrs!
Excise Act several provisions of the Customs Act have been made
applicable to the Central Excise side. Now this particular ruling
relates to what should constitute as wholesale cash price as under-
stood under section 4(a) of the Central Excise Act, which is more
or less comparable with section 30(a) of the Sea Customs Act.”
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3.2 The Committee drew attention to a recent ruling of the
Supreme Court to the effect that the provision of Customs Act could
oot be automatically applied to the Central Excise Act. Thke re-
presentative of the Board stated “That was in the context of Section
120 of Customs Act. There the question is of something procedursi
and something substantial...... It was about application of section
129 of the Customs Act to the Central Excise; and that section
stipulates that before an appeal is heard all the dues must be pa'd.
We were imsisting on the basis of Section 129 of Sea Customs At
on the pre-payment of those dues and there the court’s finding has
been that this was not a procedural matter but a question of sub-
stantial law. It cannot be made applicable through Notification.
The proper remedy is to amend the Central Excise Act and that is
what we are going to do.”

343. The Secretury, Revenue & Expenditure stated: “As it is,
on thiz specific case the Ministrv of Law has been comsulted and
advice to the effect which has been obtained, it would be diffioult
for the Department to oorme to a contrary view. But I do see the
olwious inconsixtency between the advice given and the ruling of
the Supreme Court which has been brought to notice. Therefore, 1
would suggest we may be given time to get this issue sorted out by
‘referemce to the Attormey General”

3.44. The Chairman of the Centra] Board of Excise and Customs
stated that the rulings referred to in this case were merely executive
mstructions trying to interpret certain words of the statute Tt was
not that any notification or any section of the Customs Act was
being applied to the Central Excise. The wordings of Section 301a)
of the Sea Customs Act and Section 4(a) of the Central Excise Act
were more or less similar. The basic thing was “wholesale cash
_price, the place from where goods have been cleared from the
docks and in case of the central excise from the factory." The
witness added “We have said (by executive instructions) that these
words (whnlesale cash price) seem to mean this. Therefore, by
analogy since the wording ts more or less the same in the Customs
and Central Excise Statutes, bv and large the interpretation also
should be the same”

3.45. The sttention of the witness was drawn to explanation given
in the Centre] Excise Manual:

“In determining the price of any Article under this Section, no
abatement or deduction shall be allowed except i
respect of trade discount and the amount of duty paysbile
at the removal of the article chargeable with duty from
the factory or other premises aforesaid”
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. 3.46. The withiess statéll: “On the Cdstoms side, it is well recoghth:
£4 that Wwe allow quantity discount” The répresentative 6f 5%
Board #4ded: “Quantity distount is a tiade discount, which is Wit
fécognised in both the Acts—Cehtral Exeise Act and Custofis ASL”
The Sécretary, Révenue and Expenditure agreed that “when ihe
schemes are distinet, to import fiom fhe rfulings or the executive
fistructions of one to the Oﬂ‘:‘:i' is prima facie anamolous.”

3.47. The Committee pointed out that in this case Class I dis-
tributors were allowed discount at the rate 6.75 or 7 per cent subjeet
to the conditions that they should seli the particular company’s
footwear, avwd they were thus virtually prevented from desaling in
afty competitive shoes. The representative of the Board stated:
“....The whol¢ dibtount was at varyig rates depending on the
oqiantity. .. ... It was not a case of favoured customer.”

3.48. Referring to the court’s ruling on the Customs side, the
witneks stated that in that case there weré two principal distribators
who were rhore or less the sole seling agents; their overall e s
wnid trade discomnt were twholly allowéd under the court’s ordet.
In the prewént case, 120 distributors fuifiidd the éonditions sBpulit-
€d. The stipulstion related to the quamtity to be lifted. althowugh
there were other stipulations also that they weré not to demd
fobt-wear memifactured by other parties and that they should wet
#o beyond the reffion earmarked for them. The Committee pomtéd
ot that Section 4 did not include anv discount which was allowdd
only under a particular contract and was not generally appli¢éble
to any independent wholesale purchaser. The Secretarv. Revenue
and Expenditure stated *“This clause... would perhaps debar a
monopoly arrangement which gets availed of by large number of
people. Obviously the conditions are restrictive and interested
parties have to submit to those conditions to become distributors
and to avail of the discount.” He added “The quantity does seem
to be the main feature of this and of course there are a set of other
eonditions too.”

349. The Committee find it difficult to accept the view that the
allowance allowed in this case was merely “Quantity Discount” and
“unconditional” for according to the agreements entered into by
the manufacturer with wholesale distributors, they were allowe
the discount subject to the condition that they should not self fodl-
wear manufactured by other parties and that they should not g
beyond the region enrmarked for them. Further, slthough &:
namber of wholesale distributors is stated to be 130, there are fadk-
vidual agreements beiween the manufacturer and the datributors.
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~ According to the rules and orders issued under the Central Excise
Act the discount allowed under a particular contract or which can
be earned only in consideration of fulfilment of certain conditions is
not admissible for deduction from the declared wholesale price. The
Committee feel that these two conditions laid down for admissi-
bility of discount are not fulfilled. They, therefore, desire that this
matter should be further examined in consultation with the Ministry
of Law. )

+ 3.50. The Committee were given to understand that in this case,
the Board, in determining the wholesale price, were guided by
certain executive rulings issued under Section 30 of the Sea Cus-
toms Act on the analogy that the wording of Section 30 of the Sea
Customs Act is more or loss similar to that of Section 4 of the
-Céntral Excise Act. The Board did not comsider it necessary to
issue a notification for application of the provisions of the Sea
‘Customs Act in this case.

3.51. The Committee also note that several provisions of the Sea
Customs Act have been made applicable to the Central Excise side
by notifications issued under Section 12 of the Central Excise Act.
-The Commnittee desire that the whole question of applicability of
;axecutive rulings under the Sea Customs Act without issuing a noti-
fication under the Excise Act as also the applicability of the provi-
sions of the Sea Customs Act by issuing a notification under the
‘Central Excise Act should be examined in consultation with the
Attorney General in the light of a recent judgement of the Supreme
Ceurt in the matter.

Para 28(b), pages 35-36

3.52. According to the procedure of assessment prescribed by
‘Government in May, 1962, a manufacturer of Patent or Proprietary
medicines publishing price lists indicating the prices at which the
products would be sold to consumers was allowed an ad hoc dis-
count of 25 per cent, on the prices specified in the said price lists.
Certain manufacturers of Patent or Proprietary medicines in a Col-
lectorate presented for assessments generaily large packs containing
‘within themselves smaller lebelled saleable units in the form of
strips, each strip containing about 8 or 10 tablets and availed of the
ad hoc discount prescribed in the Notification dated 19th May, 1962
on the prices declared for these bigger packs. Such prices were
considerably lower than the price calculated pro rata for the smal-
lest saleable unit and accordingly attracted lower duty. This practice
was, however, stopped with effect from 1st July, 1964 as a result of
"the Collector’s orders on a review and the assessments were ordered
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to be made on the basis of the prices of smallest saleable units.
The past assessments were neither reopened nor demands issued,
although the declaration of consumer prices for such larger packs
was in itself not correct. The loss of revenue on this account for
the period from 1st April 1963 to 30th June 1964 stood at Rs. 241,000
(Approximately) in respect of four factories only, in one Collec-
torate.

3.33. The Ministry have stated that past assessments not being
provisional could not be re-opened.

354, The Committee asked whether any action had been taken
against the officers responsible for the loss of Revenue in this case.
The representative of the Board stated “The Collector did look into
the matter and reported that to the Board. There was no deliberate
omission or commission and there was no question of malafide
intention. All that husnoeae! i that the officers proceeded on
the basis of the publicised retail prices as furnished by these people.
They should have verified and satisfied themselves whether there was
any transaction to the actual consumers at these prices.”” The wit-
ness added that on a representation against the Collector’s ruling
the Board issued orders on 5th March. 1965 confirming the Collector’s
ruling of 1st July. 1964.

3.55. Referring to the criterion for consumers’ packs. the repre-
sentative of the Board stated: “There is a difference nf opinion
amongst the Ministry of Health, Ministry of Petroleum and Chemi-
cals and the Drugs Controller of India. All of them feel that these
larger packs even when thev are offered at the declared consumers’
price, they have been disposed of to the hospitals and other institu-
tions like that.

3.56. There should be no hesitation in accepting such prices as
the consumers’ price. In other words. thev should be permitted to
be assessed at 25 per cent discount.”

3.57. In a note (Appendix XIII) furnished to the Committee the
Department of Revenue have stated that the trade did not react
favourably to the instructions by the Board on 5th March, 1965.
The question of the manner of assesasment of large and small (whole-
sale and retail packs) is, however, already under consideration
separately in consultation with the Drugs Controller (I), Ministry
of Health and Ministry of Petroleum and Chemicals.

3.58. The Committee desired to know whether practice similar to
the irregularity noted above was in vogue in other Collectorates



resulting in lose of revenue. In their note, the Department of
Revenue stated the position as follows:—

Name of the Collectorate. Date upto which  Consequential loss
the practice was in of Revenue.
vogue.
1. Bombay . . . 30-6-1964 Rs. 2,48,372-46
2. Barode . . . 31-12-1966 Rs. 2,19,498-70
3. Madras . . . 24-3-1963 Rs. 26474
(Realised)
¢ Shillong . . . 31-3-1967 Rs. 274 88

Rs.  4.68.410 78

3.59. The practice was in vogue in Allahabad Collectorate also
till October, 1967 but assessments had been made provisionally and
the differential duty is now being recovered. Only one smal
factory is involved in this Collectorate.

3.60. In the remaining collectorates either the practice of clear-
ing medicines in strip packings was not in vogue or larger packs
containing within themselves smaller lebelled saleable units were
not assessed on the basis of declared consumer price for the larger

pack.

3.61. The Committee asked how in the Baroda Collectorate, the
wrong practice continued till 31st December, 1868 in spite of the
instructions issued by the Boerd in Mareh, 1866. The Secretary,
Revenue and Expenditure agreed that “the officers concerned should
be called upon to explain and to let the Board know as to why they
took so long to correct these practices” The representative of
Board of Excise and Customs stated “Today I have received this
massive telegram from Baroda. There they have explained that
they were the packs of 50, 30 and 100 tablets and within the inner
packz and strips contain larger pecks which do not carry any label
whatsoever. In this matter, theey were guided by the particuler
instructions of 53th March, 1908 which referred to thousand tablets.
So. that would not apply to this.” The Secretary Revenue and
Expenditure stated “THe figures which were reported to them are
obviously wrong® The representative of the Board of Excise snd
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Customs further stated “...... whether this was something whith
was aveidable and which has to be avoided, is a matter 'that will
be looked inte further.”

3.62. Asked why in case of Bombay Collectorate, the recovery
of duty under-assessed could not be made, the representative of the
Board stated: “Here two things are involved. First, the a-~Ss=heonw
were not made on a provisional basis. They were final assessments.
He treated his decision as a tariff ruling. Whenever a tariff ruling
is in favour of Government, then according to the accepted maxim,
the tariff rulings are to be prospective and not retrospective. R
may also be arzued that this was a case of an error.”

3.63. The Committee are concermed t0 note that even after the
issue of the Board’s orders on 5th March, 1985, the wrong practice
of clearing large packs comtaining withia themselves smaller gale-
able units in the form of strips st prices declared for the bigger
packs was ocontinued in the Bareda Collectornte upte 31st Decem-
ber, 1966, and this resulted in the loss of revenue of Rs. 2,19,498.90.
The Committee desire that; taking imto comsideration the details of
this case, the Board should look into the reasons for the continuance
of this practice im that Cellectorute with a view to ensure that their
instructions issaed on Sth March, 1965, are strictly implemented by
the Collocterate of Centrnl Excise, Bareda. The Committee would
like to kmow the sction taken in the mmatter.

3.64. The Commiittee find from the nvie furmished by the Mim
iatry of Pimance that the guestion of the manner of assessment of
large and small (wholesale and retail) packs is uader consideratiom
of the Department of Revenue in consultation with the Drug Con-
troller of India, Ministry of Health and Ministry of Petroleum and
Chemicals. The Committee wotld Hke to be appriced of the
decision taken in this cnse.

Loss of Revenue Due to Manufucture in Bond—Para 29(b). pages
37-38.

3.65. Rule 96-D of the Central Excise Rules, permits the removal
of cotton fabrics in bond from one factory to another for purpost of
further processing. This enables the collection of duty at the Anal
stage of clearance. In a Central Excise Collectorate a processing uhit
engaged mainly in the process of machine embroidery which is not
¥ process attracting any additional levy, was licensed ag it hall the-
taflad 2 small bleaching plant and was altowed recefpt of cotton
Yabries in bond from other manufacturing units. The cloth so re-
celved was far in excess of the capacity of the bleaching plant. The
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bulk of the cloth received was not to undergo the process of bleach--
ing at all, as they were either bleached or mercerised already. The
movement in bond of cloth not requiring further processing such as
bleaching or mercerising, was objected to. This procedure not only
involved postponement of payment of duty but also loss of duty be-
cause of occurrence of rags, chindies and fents in the process of
machine embroidery. The Collector reviewed the matter and order-
ed that the factory should pay full duty on the fabrics received in
bond. Demands of duty for Rs. 6,63,252 were raised for the clearances
of chindies, rags and fents in respect of the period from 1st March.
1962 to 13th March, 1964. Out of this, the party had paid Rs. 89,540
relating to the period from 14th December, 1963 to 13th March, 1964.
These demands were reduced to Rs. 19.935 on appeals heard by the
same Collector of Central Excise.

3.66. The Committee asked how the irregularity in this case con-
tinued till it was noticed by Audit. The representative of the Board
stated “This is a fact...... ....that the thing was first noticed by
Audit. The Audit pointed it out. But the Directorate of Inspection
were also seized of the matter.”

3.67. The Committee pointed out that the irregular practice was
pointed out to the Collector in November, 1962 and the decision to
stop the practice was taken only on 21st February, 1964. The repre-
sentative of the Board stated that “this matter which the Board took
notice of and the Board also issued orders on 30th July, 1962 that
this should be stopped and that this matter has already bheen taken
up with the Collector and is under examination. The Collector hLad

given some explanations and these explanations have not been ac-
cepted so far.”

3.68. Asked how the Collector reduced the demand in appeal, the
witnesgs stated “So far as this particular demand which was set aside
by the Collector is concerned. that was hit by the time-bar.”

3.69. The Committer asked about the propriety of the Collector
sitting in judgment over the issue arising out of his own instructions.
The witness stated “Th~ Collectorate passes so many executive orderg
and if arising out of that some assessment is disputed and the parly
makes an appeal, the Collector gets an opportunity to apply his
mind dispassionately and avail of the opportunity to correct himself
if there is a case for correction. In this case this is what had hap-
pened. It is he who stopped this practice some time on the 21st
February, 1964. The party felt aggrieved and came up in appeal,
and the Collector heard the appeal but he was not prejudiced by
the fact that it was against this instruction that the appeal had come
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but he applied his mind dispassionately and came to a firiding.” ¥h¥
Secretary, Revenue and Expenditure stated “On principle wokild’ it
not be considered a good thing that the officers in discharge of their
-duties recognise the distinction between the orders which they pass
in an executive capacity and the decisions which they take in a quasi-
judicial capacitv so that when the audit objection came the obvious
course for him in the executive capacity is to issue a demand notice
and that would set in motion the quasi-judicial proceedings and a
party re-assessed. I should have thought that if officers are able to
keep these two roles distinct and maintain their independence of
views on the quasi-judicial aspect irrespective of whatever action
they mayv have initiated in the executive capacity that is something
which should not be unwelcome.” The Committee were also inform-
ed by Audit that it was not the same Collector but Collector in-
charge of the same Collectorate who reduced the demand in appeal.

3.70. The Committee regret to note that in this case mov:ment of
cloth in bound was allowed from one factory to another in cc itraven-
tion of Rule 96 of the Central Excise Rule. Although the buik of the
cloth was not to undergo the process of bleaching at all, it was allow-
ed to be clearcd in bond to the second factory. This resulted not only
in the postponement of payment of duty but also the loss of duty
(about Rs. 6.43 lakhs) because of occurrence of rags. chindies and
fents in the process of machine embroidery in the second factory.
Even though the Bourd issued orders in Julv, 1962, to stop this prac-
tice and Audit :Iso brought this to notice in November, 1962, the
irregularity continued till February, 1964, The Committe would
like to know the action taken against the officers responsible for the
delay in stopping this irregular practice and the consequent loss of
revenue. . .. e we b

Irregular unauthorised and exgratin refunds etc.—Para 31(a) page
- 39.

1.71. Tyres of motor vehicles are assessable at the ad valorem rate
of 40 per cent under Tariff item No. 16. Special excise  duty is also
teviable 1t 20 per cent of the basic dutv.

372 A manufacturer of tyres and tubes enhanced prices of his
products from 4th March, 1963 and paid dulv on the enhanced value
till 22nd Mav. 1963. The manufarturer reverted on 22nd May, 1963 to
the original selling prices. It was stated that this roversion to the
original selling prices was with retrospective effect from 4th March,
1963. On this ground, the Central Excise Department approved the
prices which were prevalent prior to 4th March, 1963 for the levy
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ofduty and refunded duty amounting to Rs. 8,81,788. This refund
iz ivvegler becauas: -

(i) reduction in price list with retrospective effect will mob
entitle the seller to any abatement of duty and conse-
quent refund; and

(ii) refund under rule 11 of the Central Excise Rules can be

granted only if duty was paid through inadvertanee;
error or misconstruetion,

3.73. The Committee asked whether the Department were satis-
fied that the manufacturer had refuned the excess price to the cus-
tomers. The representative of the Board stated thet in this particular
case refunds were granted after having satisfled in each and every
case that the excess collections had been refunded by the manu-
facturer to the customers. In each and every case, there was an
invoice matched by credit memo and the officers satisfled themselves
that the excess amount collectéd had been refunded.

3.74 The Committee asked about the justification for the Collector
at his own level to depart from the instruction laid down in para 76 of
the Manual of Departmental Instructions:

“Reduction in price list with retrospective effect will not en-
title the seller for any abatement of duty and conse-
quent refund. Such claims are not admissible on the
original payment of duty on higher prices which were
not made through inadvertence, error or mis construc-
tHon”

3.75. The representative of the Board stated “In this particular
case it was not a case of reduction with retrospective effect so far as
the assessable value was concerned.” The Committee pointed out
that the assessable value was based on the price and asked if the
above view was the congidered view of the Board The Secretary,
Revenue and Expenditure stated: “It is quite clear that the declsion
on this matter should have been taken at the level of Government
and by the Board and that the Collector should not have acted on
his own—whatever the economic justification for it be. Economic
justification for consumer price policy and otbers, considerations
should have gone into at the level of the Government—level of the
Board—from where instructions should have Been issued.” Asked it
such a refund was given in any other case also, the representative
of the Bosrd stated “There is no other case at thig time.”
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3.16. The Cam=:'‘2s tgkeg a segigus view of the Calloctor allow-
ing a2 refund of disty. ameunting te Re. 8,81,783 in this case in contre-
vention of the Conisnl Kxgisa Rulns witheyt meking a reference te
the Board. The Committee desise that the Boasd should examine
this mafier in oll its aapests snd (eke appropriate mpesures to ensure
that such instances do not recur.

The Omissions or Fejlures—Para 32(c), page 41

3.77. With effect from 1st March, 1864, aecording to the tarift
description of cotion yarn, sized yarn is a processed yarn falling
within tariff Item 18-A. Both basic and special excise duty are levia-
ble with effect from the said date at rates depending upon the counts.

3.78. It was, however, noticed that in a few Collectorates, the
Central Excise Duty was realised on the basis of the weight of the
unsized yarn and not on the weight of the yarn after sizing, as con-
templated in the tariff. It was stated that this procedure was being
followed on the basis of an order issued by the Central Board of
Revenye in March, 1964. The order of the Board runs counter to the
plain meaning of the tariff and has resulted in an under-assessment
which hag been estimated at Rs. 46,86,665 during the period 1st
March, 1964 to 31st March, 1966 in respect of ten Collectorates.

3.79. The Committee asked whether the Ministry of Law had been
consulted in this case. The Secretary, Revenue and Expenditure
stated: “The matter was referred to the Law Ministry and there
were differences even in the Ministry of Law on the opinion in re-
gard to certain levies. Later, we have received a final opinion to
the effect that the duty charged on unsized yarn is according to law."”
The Committee enquired if in view of a large amount of revenue in-
volved in this case it would not be more appropriate to obtain the
opinion of the Secretary of the Ministry of Law or the Attorney
General. The Secretary, Revenye and Expediture stated : “I too
am feeling rather shaky as to whether one should pot take really
further advice on this from the higher authorities in the Law Mini-
stry. On account of notional construction that since the mills have
the freedom to se'l them before sizing, after the sizing the added
weight should be ignored and this should be correlated to the pre-
sized state is something which weuld bear another look.”

3.80. In a statement furnished to the Committee the Department
of Revenue have stated that during the period 1st March, 1964 to 3]st
March, 1966 the estimated amount of duty foregone by assessing
duty on the weight of unsized yarn and not on the weight of yarn
after sizing amounts to Rs. 52,48,970.
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*3.81. In view of the fact that a large amount of revenue
(Rs. 52,48,970) is involved in this case, the - Committee desire that
opinion of the Attorney General should be obtained as to whether
the order of the Board issued in March, 1964 that duty should be
realised on the weight of unsized yarn rather than on the weight of
varn after sizing was correct.

Other Topics of Interest—Para 33(d) Pages 42-43

3.82. Cotton yarn was made dutiable with effect from the 1st
March, 1961. The excise levy was fixed at certain specific rates bas-
ed on the weight of yarn and dependent on the count. In respect of
varn that went in the process of fabrication in composite mills hav-
ing sp'nning plants and weaving units, a compounded system of
levy wa-~ intreduced by Rule 96 W of the Central Excise Rules, under
which the collection of duty was postponed to the fabric stage where
the assessment was to be done at special rates depending on the area
of the fabrics and thie crunt of yarn used therein.

3.83. It was noticed in some composite mills that certain types of
fabrics like spindle tape, turkish-towels etc., consumed more yarn
in their weaving than ordinary fabrics of the corresponding variety;
but as the mills had opted for the compounded levy, duty was collect-
ed thereon on the arcs of these fabrics. The loss of reverue to Gov-
ernment during one year (1962-63) on account of levy of duty at
compounded rate in respect of the aforesaid varieties, amounted to
Rs. 231,001 in seven Collectorates.

3.84 The Ministry have replicd that though in principle it may be
attractive to recover yarn duty at rates higher than the compounded
rate, for fabrics which consume meore yarn, in practice, it will be
difficult to work it out However, the Ministry could have fixed at
least a higher rate of compounded levy for varn consumed in the
manufacture of these special fabrics.

3.85 The Committee asked about the basis adopted 1o find out
whether a fabric was an ordinary fabric or special fabric and the
iustification for charging compounded duty in respect of high yarn
consuming items like turkish towels and spindle tape at the rates
prescribed for ordinary fabrics. The representative of the Board
stated: “Compounded rates of yarn duty have been evolved by way
of simplification of the administration and that is based on averages.
It has been prescribed keeping in view the estimated average area
of fabrics that can be woven out of one kilogram of yarn, of the
different categories of fabrics—superfine, fine, medium and coarse. ..
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riaes For these different types of fabrics, in these cases the average
count of each can be determined according to the formula preseribed
in the tariff itself. The special types of compounded levy have been
prescribed so far for two types of cloth, malimo type fabric and
specially woven tapestry or upholstry where two layers are in-
ter-woven. This has been done because their average count cannot
be determined according to the accepted formula. Of course, it is
quite correct to say that the incidence of duty is not quite equitable.
But this is an argument which will hold good even in the case of
cotton fabrics. There are different types of cotton fabrics. There
nre cases where the incidence of duty cannot be correlated to the
value. Where the average count of fabric under anyone
of the four categories, superfine, fine, medium and coarse, is deter-
minable, the compounded rate of yarn duty has been prescribed.
Where the average count is not determinable, the item is assessable
under not otherwise specified category. The two cases under refer-
ence here—the spindle tape and the turkish towel—fall under this
category. Special compounded levy rates had not been evolved for
this purpose.” The witness added “In the case of turkish towels and
spindle tape, because they are closely woven, the incidence of com-
pounded levy will be certainly lighter than on the effective rate basis.
Similarly there are so many other varieties of cloth.”

3.86 It was pointed out to the witness that according to the expla-
nation to the notification issued under Rule 96(W) in 1965 of ex-
pression ‘cotton fabrics not otherwise specified’ meant mill-woven
and tapestry. The Committee asked why high yarn consuming items
like turkish towels and spindle tape were not taken up for working
out average consumption of yarn and added to the list of varieties
of cloth. The Secretary. Revenue and Expenditure starred that “I
think this suggestion is wholly deserving of examination.”

3.87 The Committee desired to know the other special type of fab-
rics which consumed more yarn than ordinary fabries. In a note
(Appendix XIV), the Department of Revenue have stated that it has
been reported by the Collectors of Central Excise that apart from
Turkish towel and spindle tape type of fabrics, and those fabrics
which are classifiable as *“not otherwise specified” category of fab-
ries, the following types generally consume more cotton yarn than
ordinary cotton fabrics: —

(i) Niwar-tape/candle wick.
(ii) Bobby-weave fabrics.
(ili) Flannel.

(iv) Cotton blankets.

(v) Canvas type fabrics, and
(vi) Curtain cloth.
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3.88. The Committee are mot satisfied with the present practice of
levying compounded rates of duty on high yarn consuming fabrics
like turkish towels and spindle tape, which are applicable to ordi~
nary fabrics of corresponding variety. The loss of revenue to Gov-
ermment during one year (1962-63) on account of the levy of duty at
the compounded rate in respect of the aforesaid varieties amounted
to Rs. 2,31,001 in seven Collectorates.

3.89. The Committee suggest that all such varieties should be
taken up for working out the average consumption of yarn and add-
ed to the list of varieties of cloth.

Frauds and evasions*—Para 36, Page 47.

3.90. The following statement gives the position relating to the
number of cases prosecuted for offences under the Central Excise Law
for fraud and evasion, together with the amount of penalties imposed
and the value of goods confiscated: —

(1} Total number of offences under the Central

Excise Law Prosecuted in Courts . . 10
(2) Total number of cases resulting in convictions 6
(3) Total value of goods seized . . . Not available
{4) Total value of goods confiscated
(s) Total amount of penalties imposed . . Rs. s.67.201

(6) Total amount of duty assessed 1o be paid in

respect of cases where levy of dut) was ad)udgcd
Rs. 32,61,165

(7) Toral amounr of ﬁne ad;udg;d in lleu nF con-

fiscations . . . . Rs. 4,48,052
(8) Total amount settled in composition : Rs. 1,75,096
(9) Total valus of goods destroved after con-

fiscatior. . . Rs. 60.364
10) Total valuz of goods mld after conﬁscancm : Rs. 82,558

391 In a note furnished o the Committee, the Department of
Revenue have stated that the latest position is that out of total num-
ber of 10 cases of offences prosecuted in Courts, 9 have resulted in
conviction and one case of Delhi Collectorate is still pending in court

3.92. The Committee reiterate the recommendation made in para
3.274 of their 44th Report (Third Lok Sabha) that in glaring cases of
fraud and large scale evasion, the prosecution of delinquents is to be
preferred to imposing penalties, as the former course would be a
more effective deterrent.

- P — R L ——— o~

'Fxgurm !urnlzhed by thP Mininrv of France
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GENERAL

4.1 The Committee have not made recommmdaticns/observnth;;
in respect of some of the paragraphs of the Audit Report (Civil) on
Revenue Receipts, 1967. They expect that the Department will none-
the-less take note of the discussions in the Committee and take such
action as is found necessary.

M. R. MASANI,
New DevLni; Chairman,
March 21, 1868 Public Accounts Committee.

Chaitra 1, 1890 (Saka). .



APPENDIX 1

Further information required by Public Accounts Committee on list
of pmnts received under Lok Sabha Secretariat Office Memorandum
No. 15/1/67-PAC dated 30th October, 1967

a | CUSTOMS
Audit Report (Civil) on Revenue Receipts, 1966
Para 18—Page 21—Delay in the disposal of confiscated goods.

1. It has been stated in the Ministry’s note dated 14th April,
1967 vide their reply to point 13(iv) that the flles con-
taining bid-lists for auction of conflscated pencils are not
available. Under whose orders were these files destroyed
and whether these were destroyed according to the pro-
cedure laid down in this behalf.

Another search for records relating to auctions of pencils has
been made. Auctions of pencils were held at Silchar and Imphal
Bid lists of 1952 and for the period from 10th May, 1956 to 5th August
1957 in respect of auctions held at Imphal have been destroyed under
the orders of the Superintendent of Central Excise, Silchar, in accord-
ance with the prescribed departmental procedure. Some bid lists
have now been traced. Particulars of the places and dates of auction
and the results of auction as seen from the available records are indi-
cated below:

Place Date of ayction Result of auction

Imphal 30-7-59 Three lots of 164 pencils in all along with
other fast-selling luxury articles were put
to auction and were sold.

20-8-59 Four pencils along with other fast-selling
luxury articles were put tc auction and
were sold.

Silchar 27-6-58 Two lots of 16 gross g dozen pencils in all

along with other goods and one lot of 166
gross pencils were put to auction but there
was no bid.

e d
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Place Date of auction Result of auction

30-7-58 15 gross 10 dozen and 10 pencils were put
to auction along with other goods, but
there was no bid.

27-4-59 Four lots of 3 gross, 8 dozen and 4 pencils
and some other goods were put to auction
and sold.

3. It was stated during evidence that the audit objection in this
case was raised in May, 1961 and the Department’s reply
was sentl in October, 1964. Please state the reasons for
delay of about 3-1|2 years in sending the reply and
whether the delay was due to negligence and, if so, at
what level.

The audit note of the Accountant General West Bengal, was received
by A. C. Silchar on 3rd July, 1961 and a reply was sent on 20th
November, 196]1. Subsequently, correspondence continued between
the Assistant Collector and the A. G. West Bengal till 8th December,
1964. There has been delay in the office of the Assistant Collector
in replying to the references received from the A.G. West Bengal
The Collector of Central Excise, Shillong, has been asked to examine
if there has been negligence on the part of any official and, if so to

take suitable action.
2. This has been vetted by the Audit.
Joint Secretary to the Government of India.

Min. of Finance (Deptt. of Revenue and Insurance) =~
UO. F. No. 14/23/67-LCT dated 10th January, 1968,




APPENDIX I
Retract from the statement receloed wnder C. C. B. Shillong letter No. 1(17) (ST)6;62 dated 10th March, 1967
Particulars of Seized & confiscated Pencils put Yo auction in the Shillong Collectorate from 1953-1966

oA bW ¥

Case No. Details of Lot Place of Date of Reserve  Bid offered
——~  auction auction  price fixed
Qty. Value
G. D. No. Rs. P.
X 2 3 4 ] 6 7
1953-54
13/ IMPH/$3 Jdt. 7-10-53 - . . 24—0—0 192-00 Imphal 16-1-55 Nil No offer
11-2-5$
25-6-55
14]‘%‘53 dt. 7-10-53 - . . FWE, So) 352-0n Imphal —do— Nil No offer
!5IIMPHIS3 dt. 7-10-83 - . . PL I, S 368-00 TImphal —do— Nil O
16/IMPH/¢3 dt. 7-10-53 - . . 1§—9—o0 126-:00 —do— ~—do— Nil —do—
17;IMPH/s3 dt. 24-11-53 . : 12~0—0 216-00 —do— —do— Nil —do—

18/IMPH/43/U.C. dt. 11-12-53 . 12—11—0 230-00 —do— —do— Nil —do—



195455
1. 13/IMPH’s4 dt. 13-5-54

2. 14/IMPH/s4 dt. 7-6-54
20/IMPH/s4 dt. 4-7-54
3. 6'NCCrsq dt 14-9-54

5. 2/s4/Katichena dt. 27-2-54

6. PI'3.1C 55 dt 14-2-55

~1

15 'impl./ss dt. 11-3-55
8. Pl20/1.C/g5 dt. 24-3-55 -

9. DPS/i2/1.C/ss dt. 27-1-55

. 16—0—0

29—0--C
20—0--1

1211

0-—0—6

Ty =L

=g —-0

12800

200-00
180-n0

1740

200

7350

876 SO

5+69

—Jo—

— do~—
Ry 1 -

Silchar

ot LI

-—do-—

—du- -

¢ (AN

._._d()_.-.

16-1-55 Nil —do—
11-2-8§
25-6-55
10-5-55
25-6-55 Nil —do—
—do— NIl —do—
25-6-55 Failed
10-§-56

27-6-58 Re. 1'00 R P No bid
30-7-58

30-7-58 —_ No offer
18-1-56 1001 -00
(with other
goods)
2-8-56 R.P. Auction
Rs. 8466-co  withheld for
by .+ C low bid
(Sil. tar)
30-7-58 No offer No offer
18-1-66 R.P.9g-00
{with other
goods)
27-6-58 No ofter]
30-7-58 No offer
18-1-66 Sold with

other goods

18



H

10.

1I.

12.
13.

PI/B/LC/ss/SIL dt. 15-3-55
P2/9/LC'Sil/ss dt. 15-3-55

PI/SIL/ss dt. 8-7-55
37/PI/LC/ss dt. 4-6-55 (of Silchar)

O—] -4

O—1—2

0—8—3

166—0—0

2:00

175

800
249000

K}

Stlchar
JESvS [y e

Imphal
Silchar

5 6

30-7-58
April/sg

30-7-58
April/sy

No offer
SPRs.80o0

No cffer
Sp 9:Co

Aptilfgy R’ 15-co No Bidder
27-6-57 R.P 30co-co No Bidder

8



Pending Disposal.

APPENDIX m
Sta{ement 1

Statement showing value of Confiscated goods prior to 1963-64 and:

Name of Custom ¥ 5u;z/ Collectorate

As on As on As on
31-8-66 1-12-66  1-4-67
Rs. Rs. Rs.
Custom Houses
1. Bombay 28,62,794 28,57,643 24,62,960
2. Calcutta 27,94,882 22,29,183 20,755,051
3. Madras 7,86,600 7,83,605 3,72,203
4. Cochin 2,32,046 2,32,046 2,32,046
5. Pondicherry 2,671 2,671 2,671
6. Goa . 150 15C 42
7. Visakhapatnam 1,355 1,35% 1,355
8. Kandla .
Central Excise Collectorates.

1. Nagpur 7,367 7,367 7,367
2. Allahabad 13,766 13,766 8,766
3. Bangalore 5,069 4,958 1,422
4. Poona . .. .e ..

5. W. B, Calcutta 5,42,048 5,16,898 5,15,898
6. Shillong . §,27,514 1,36,009 1,22,04§
7. Bombay 2,48,176 2,44,398 2,43,059
8. Baroda 1 s64)7°6 I1,54,904 803930
9. Patna . 2,508 2,508 2,508
10. Kanpur 1,658 1,658 1,658
11. Cal. & Orissa .. . -
12. Hyderabad 5,452 5452 5:452
13. Delhi 34,71,919  34,70,027  30.42,110
14. Madras 19,11,493  18,78,040  6,15.414
TotaL 1,35,81,174 1,25,42,638 97,92,957
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Statemmeat IX
Statement showing the valus of goods confiscated during the financial year 1963-64

Name of the Custom House/Cen- Book value Book value Book value Book value

tral Bxcise Collectorate of goods of goods of goods of goods

confiscated  pending pending pending
during the disposalon disposal on dispossl on

year 1:9°66 1-12.1966 10467

Rs. Rs. Rs. Rs.

Custom Houses
1. Bombay . 54,23,056 28,21.080 771,142 26,693,228
2. Calcurta 24,34.940 12,70,058 9,61.c0C 8.94,702
3. Madras 126,23.291 1,57,993 1,07,01¢ 41,608
g. Cochin 1,28.518 168,282 56.11¢ 54,212
5. Goa . 8.233 881 881 426
6. Tondicherry 1.12.074 4.796 14,796 950
7. Visakhapatnam . 48,888 4,206 14,206 4,206
8. Kandla 25,330 510 00 609
Central Excise Collectorates
1. Allahabad . 41,368 3,%96 *3.896 1,890
2. Bombay 56,42,481 42,90,594 32,77.254  42,75.1§8
3. Baroda 2,07,428 65,208 Pss.856 46,428
4. Bangalore . 5,889,123 4,50.001 F'4,47,976  4,15.4%7
5. Cal. & Orissa §7 57 <= §7
6. Delhi . 26,01.703 2,88,334 7,49.009 6,94,016
7. Hyderabad, 4,77,120 87,471 87,471 84,121
8. Kanpur 39,347 718 718

9. Madras 30,48,688 11,50,326 9,78,464  2,88,74¢
to. Nagpur . 34,882 9,391 9,391 9,391
13. Patna . 43,897 8,228 8,228 8,002
12. Poona . ‘' 93,094 6,664 5,938 1,903
13. Shilleng . 4,2%,027 40,171 22,478 18,$33
14, W.B.Calcuta . 10,90,389 2,40,452 2,11,050  1,31,000
ToraL . 251,40,804 1,14,69,026 1,07,62,930 96,68,676
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Statement I

Statement showing the valus of goods confiscated during the financial year 1964-65

Nim: of the Custom House/  Book value Book value Book vaiue Book value
C:atral Bxcise Collectorate of goods of goods of goods of goods
confiscated  pending _pending _pending
during the disposal on disposal on disposal on
year 1:9- 1966 1121966 1-4-1967
Rs. Rs. Rs. Rs.
Custom Houses
1. Bombay 70,84,939 34,28,756 32,656,188 30,38,011
2. Calcutta . 33,94,760 7,53,907 707,784 657,675
3. Madras 30,23,591 11,37,893 11,22,974 10,46,004
4. Cochin . 1,31,378 1.16,722 1,04,104 1,01,316
4. Goa 23,629 12,300 12,28¢ 6,666
6. Pondicherry {9,136 12,799 2,799 1,299
7. Visakhapatnam 59,69¢ 6,947 6,837 15,387
8. Xandla . 4,787 — — —
Central Excise Colleciorates
1. Allahabad . 46,261 2,628 2.508 2,508
2. Bombay 19,99,327 12,04,427 31,19,098 28,02.694
3. Baroda . . 2,009,814 1.07,749 1,62.743 41.80s
4. DBangalote . 3.18,561 1,98,982 183,612 1,30,504
s. Cal & Orissa 21,238 20,742 14,492 14,492
6. Delhi 10,18,20¢% 10,58.581 10.29,091 8,73,105
7. Hyderabad. 4,102,372 3,82.8¢% 3,82,805 3,58,317
8. Kanpur 93,438 81,509 { 81,509 52,818
9. Madras 21,323,129 13,0%,782 12,66,267 11,29,613
10. Nagpur 3,03,334 1,423,333 1,17,473 51,180
11. Patna 48,699 10,453 210,453 10,393
12. Poona 1,41,785 1,032,955 | I,02,95% 98,362
13. Shillong 3,80,037 146,926 22,883 10,216
24. W.DB. Calcutta . 23,35,158 9,01,490 6.55,778  6,96,500
ToTAL 2,70,93,373 1,31,46,686 1,25,04,638 1,11,25,805




Statement IV
Statement showing the valus of goods confiscated during the financial year 1965-66

Name of the Custom House; Book value Book value Book value Book value

Central Excise Collectorate of goods of goods  of goods of goods
confiscated pending pending pending
during the disposal on disposal on disposal on
year 1-9-1966 1:12-1066 1:4-1967
Rs. Rs. Rs. Rs.
Custom Houses

1. Bombay 50,78,9%9 44,77,288 42,30,020 36,04,615
2. Calcutts 34,94,133 10,82,58¢ 10,48,679 9,813,652
3. Madras 34,33,619  9,61,839 8,94,346  5,88,674
4. Cochin 1,955477 1,04,436 69,927 38,64c
5. Goa . 21,386 48,764 48,764 40,370
6. Pondicherry 1,70,741 60,347 60,347 38,180
"9.  Visakhapamam 2,06,108 58,027 57,239 28,752
8. Kandla 21,596 1,506 $09 176

Central Excise Collectorates
1. Allahabad . 1,20,216 1,10,827 1,04,157 69,831
2. Bombay 1,48,53,001  1,03,22,469 1,02,07,358 1,01,59,247
3. Baroda . 3,751,471 4,33,833 3,98,363  3,02,533
4. Bangslore . { 4,80,942 4,62,311 433,927 3,93,845
s. Cal. & Orissa 51,093 38,746 19,998 19,998
6. Delhi . 23,22,386 13,49,942 13,15,493 11,06,392
7. Hyderabad. 3,75,261 3,03,851 3,03,091  2,87,18¢
8. Kaopur 76,445 41,039 43,039 36,500
9. Madras 27,78,232 19,21,159 18,851,880 1¢,0c.18:
10. Nagpury 78,777 , 62,577 54,535 54,23¢
15. Pama 58,354 20,869 20,869 20,322
32. Poona . . 2,50,118 | 2,84,233 2,84,188 2,55.¢1~
13. Shillong . . 513,040  |73,661 72,879 31,106
14. W.B. Cakurtta . 24,46,805  15,37,184  15,27,194 14,66,cC0
TotaL 3,74:48,150  2,37,57,463 2,30,74,L02 2,10,83,418




Statement V

Statement showing the value of goods in respect of which Appeals/Revision petition|
Court Cases are pending as on 31-7-1967.

(.Zustom House/Collectorate pre-1963-—64 196364 196465 1968§~—66

Rs. Rs. Rs. Rs.
Custom House,
1. Bombay . . . . 1,14,596 [1,59,501 3,65,585 4,521,042
2. Calcutta . . . . 5,37,312 6,765 1,09,555 2,49,386
3. Madras . . . . . .. . 1,94,273
4. Cochin . . . .. . 23,562 ..
<. Goa . , . ) .. . .. 13,466
6. Pandicherry . . . . . .. ..
7. Vigakhapatnam . . . .. .. .. ..
S. Kandla . . . . .. . .. ..
Central Excise Collectorares
1. Allahabad . . . . .. . 3,191 13,660
2. Bombay . . . . 28,744 2,15,299 2,29,657 4,16,145
Baroda . . . . 3,404 2,176 T1,147 2,14,371
4. Bangalore . . . . 3.95.498 1.12,322 1,37,989
s. Cal. & Orissa . . . .. .. 6,249 19,998
6. Delhi . . . . 32.800 .. 17,704 38,851
7. Hyderabad. . . . 705 34,626 59,878 1,83,301
8. Kanpur . . . . .. . 13,000 18,605
9. Madras . . . . 4,480 .. 21,092 19,448
10. Nagpur . . . . 1,367 8,650 33,885 33,530
11. Patna . . . . . . . .
t2. Poona . . . . .. 1,763 76.158 2,30,292
13. Shitlong . . . . 90,144 11,200 5,137 12,975
14. W.B. Calcuua . . . . 3,506 33,000 52,758

ToraL . 3,15,552 8,38,984  16,21,002  20,70,090
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APPENDIX IV

Statement showing the position regarding cars is the custodv of the department on 31-12-66 for violation of Customs laws.

Particulars of the cars Date of Value at  Date of

Value

Sl Date of Reasons for var- Reasons for non-dis-
No. seizure the time confisca- disposal  realised iation between posal
of sei- tion ondis-  Cols. 4and 7
7zurein posal in
Rs. ocoo Rs. 000
! 2 3 4 5 6 7 9
Custom House Bombay
1 ‘TRB-2882 Chev. BIS-
CAYNE E © 207i2°61  20:00 28:2:62 31°1°67 2320
2. \WBD-7458-Dodge - I15+5:62 R-00 19-10-66
3. MR-1794 Taken Chev
Impala over trom BPT
on . - 26:9:62 6200 18:9-62 Could not fetch reserv®
price.
4 KAU-535 Humber Saleon  17-7-63 00 41163
5. RAF-482 Taken uver
from Chev. Impala BPT
on . . - 24563 60.00 30.4.63 31.1-67 21.00



6.
7.
8.

9.
10.

1.
12.
13.
14.

IS.
16.

17.
18.

19.

20.

21.

USQ-9621 Chev- Impala. 7-8:63 Go-00 Court case
BYJ-6849 Iiat 1100 212-63 g 50 6265 Revision petition,
APX-3826 Ford . . 4164 700 UInder adjudication.
WBE-6397 Amb. . - 28264 30°00 Prosecutions proceed-
DL.i-3401 Fiat 1100 ings going on.
MRX-7394 M/Benz . 10°4-64  45-00 Under adjudication.
NM-8236 Chev. . . 20464 T0°40 18G4 R. P. admitted.
I1CC-05-27 Peuguet . 5:8:64 22:00 Under adjudication,
KFR-433 Opel Saloon . 13-7-64 4°00 127165

(Carnet

value)
5745-NR-75 Cadilac white 26-10-64 10-50 12:8:66

MSS-1584 Ambassador . 27-12-64 900

MHP-1506 Chrysler . 27-12-64 500
DLI-g9420 Fiat . . 13665 13-00
4564-HS-75 Renault . taken over 14-00
from PBT
) on 23-1-6¢°
BMZ-2266 old mobile - 12-4-65 7 00
AC-17968 Voxwagon . 9:9-65 140
(Carnet

Value)

Prosecution in  pro-
gress.
—do—

25-8:66 Allotted to Cus. House for Deptu. use
o 22-5-67

10°.4-6%

Under adjudication
9:6:67




25

a7
28
a9

31

33

MRX-3332 Amb. .
ZH-7668-Z Chev. Impala

MLA-10-74 Metropolitan

9a14-LU-75 Citron
Peugout-404

APU-5528 Ambassador
BMU-8633 D’'Soto Green
MRX-9877 Ambassador.
MRZ-4124 Amb. .
MR7Z.-4130 Fiat

BM ‘-7129 Amb. .

MRY-8998 Amb
MRY-4316 M. Benz

——— . aap s

3 4 5 6 7 9
27°12°H68 12:00 Court case.
takcnover 40-00  13-4-64
from BPT 4
on 5-3-66
taken over 430 19-1-66
from BI'T
on 19-3-66

19:3-66 850 6°11-65
takenover 35°00 19-8:65 30°6:67 43-00
from BPT
on 4-4-H6
15°4°66 13-00 Under investigation
17-6:66 10°00 17-4-67
23§56 11°00 17-7:67 Appeal period not over
28 3-66 19:00 27-6-67 —do—1
9 665 12:00 Under adjudication
14°6°66 15:00 Under investigation
with intelligence
Deptt.
4 7°66 11:00 ——do—
8:8:66 25-00 —do—



BML-g82s Vangusrd
MRZ-7886 Amb .

v R

MRW-7214 Chev .
MRX-8417 M/Benz
BML-12868 Ptymouth
MRY-4342 Amb. .
KCR-779 Consul .

23 8%y

MRZ-89645 Fiat

1

Cotkin Custom Houss

NIL NIL
Cugtors House Vishakhapatanam

NIL NIL
Cwstom House Kandla

NIL NIL

21-9-66 7:00

23-9-66 12-00

27-9-66 6:00
30-9-66 30°00
4°11:66 8-00
22-11-66 10°00
17-12:66 4°00

(Carnet
value)

31-12-66 11-00

18-3-67}

Under investigation

with

intelligence

Deprt.

16



1 2 3
Gustoms Mouse Calemtta

43 Sinee Aronde . . 3-1-63
‘4 Volhwwagon: . i 27-4°66
Custom Hasan Madras

43 Vord Cusrem BMU 6169 28-9-63
46 Plymouth Savoy MDU

6434 . . 28-9:63
47 Ambasssdor MDU 8773. 31-10-64
48 Fiat MYZ 601 . . 1:9-6§
49 WMuick Deiyge PR 2626 .  7:12:66
Cugtom Muys Goa

- Nt NIL

NIL NIL

CEN. EXCISE ALLAHABAD

50 Vauxhall Model ‘56 . 22-8-64

22-2-67 Redeemed

Court case

Court case

" 26



5

53

55

57

59

61

63

Inteenatienal Harvestor .

. EXCISE BOMBAY

Studbaker

Ford .
Cryster
Foed

Fias

Fiag
Chevrolet
Oldmobile

Plymouth

Fiag
Pist .
Fiat

20-4-63

20-10-60

5-4-57
311-8-69
6-5-61
18-4-62
19-4-62
14-11-62
22-12-62
17-9-64

29-9-64
15-8-64
27-2-64

6-00  20-4-63

800 24-8-61 10-3-67 2-50

2-40 7-12-64
500 21-7-64
250  20-5-65

26-7-67  1-§D

10°00
10-00
10:00 6-8-67
5:00  23-5-66

10-00 Not confi-
scated but
released on

23-6-67
12-00 6-8-67
10-00

900 10-10-65  26-7-67

Case was put to public
auction but could
not fetch desired
value. Efforts be

-ing made for sale.
Not in Sound
running condi-
tion. Mpcal peading.
Court case
Do. 8

Pending adjudication

9-10 Incremse of Rs.

100




1 2 3

4 5

9

64 Vauxhall . . . 22-8-6¢
6s Willys . . . . $-6-65
66 Fim . . : : 5-4-65
67 Fiat . , ) . 9-3-65
69 Fiat . . . . 1-4-64
70 Ambassador . . : 4-3-65
71 Mot . . . ~ 6-4-66
72 Fiat . . . . 8-4-66
73 PFiat . . . . 8-3-66
74 Ambassador . . . 10-30-66
7% Amb. . . . . 2-11-66
76 Amb. . . . . 27-11-66
CEN. EXCISE BARODA

77 19-12-64

MRK 470

$:00 27-10-6%
10:00  24-3-66

12:00 16-4-66
1000 7-9-65

10°00

10-00
8-00 6-4-67
18-:00 13-3-67

1§:00

12-00

9:00 Released on

2-12-66
12-00 6-4-67

15-00

To be produced in
Court as  exhibit.

Ownership in
dispute.
Court case.

Court case.

Pending adjudication P

Pending adjudication
Do.

To be produced in
Court as exhibjt.



78

79

8>

Thames BUC910

Fiat
AR 93133

Chevrolet BMU 4156

12-1-65
17-2-66

17-7-57

CEN. EXCISE BANGALORE

{8:
82
83
84
8s

Pontiace
Standar 1-1o
Amb. .
Amb.

Amb.

CAL. & ORISSA
CEN.EXCISE DELHI

86

8&R Y

DLF 8705

Vol. Wagon Model 1957
Austin KY]J 959

Fiat DI.T 3814
DL16468

Vauxhaul SDM 567

15-9-63
21-7-64
3-9-65
21-10-65
26-6-66

28-10-63
14~10-63
8-7-64
1-10-64
30-12-64
22-8-64

20-00
2C-00

14°00

300
8 -0on
1800
1000
19:00

14-00
3'33
150

1200
2000
3-67

B o T ——

30-3-66

14-7-65
19-10-66
23-3-67
21-5-66

16-4-64
19-1-65

22-2-67

1-4-67 17-20 61 model

3-5-67 374
3-4-67 Redeemed

23-2-67 Redeemed

Redeemed
for Rs.
3000/~

not available.

Court Case

Prosecution pending

Pending adjud’cation

Court care.

Pending adjudjcation
Do.

4



fegsgg2288 ! .

101

103

104
10§
106
107
8

2 3
Cadal'c §162-10>-710 .  26-10-64
Ford Themes BUC 910 . 29-8-65
Vauxhall 6643 MD . 29-6-63
Opel 19895S:9793 . 17-6-65
Ford Taem=s YE 228-B 13-8-65
Holden $3GRK 4679 . 9-2-66
Simka 2655/GT/7s-F . 23-4-66
Ford Consule 375-NO-146  23-8-66
9254 MF . . . 1-9-K56
Chevrolet BL. 19547 : 1-8-63
Mercedez- Benz KAH 220 19-10-64
Cwv. BR8790 = . 17863
HHLS B2nz 476 DL.J 1805 3-9-at
PNGOis8s = = = 23-3-57
Amb. DLF 2315 : 22-4-63
PNT 7769 : : 8-<-64

Ambassador DLE 9297 20-5-63

2-00 12-8-66
9:20  30-3-66
20-00 22-7-66
10-00  12-12-66
12-00 15-6-66
2-50
6:00 26-8-66
20°00  21-4-67
2~00
20-00  §4~10-63
12:00  6-11-6%
4°50  20-7-6%
9-8¢ 3-8-66
10°00  32-10-48
10-00
1§00 31-8-65
752

1-4-67 1720

In Deptt. use

Old damaged car

Not ripe for disposal

Pending adjudication
Appeal pending
Pending adjudication

Could not fetch
reserve price
Allowed re-export

Could not fetch
reserve price.

In Deptt. use.

Court case.

Pending adjudicarion
Court case. -
Pending adjudication

8



fog FimDLI7670 . . 18-10-64 15-00 Do.

110 Austin DLI 3329 . . 12-10-64 15§-00 Do.

151 Ambassador DL) e3¢8. 10-12-66 15:00 Do.

312 MR 7264 - . . 12-12-66  15-00 Ordered to be releas-
ed.

113 Mercury §8/3239 . 22-30-68  18-00 23-2-§9 17-2-67 34-00

114 Buick 1955 CD 454 - July 61 16-80  14-4-67 The car is lying at
Bombay for  dis-
posal.

CEN. EXCISE HYDERABAD
11§ an car Poataic - . 7-10-62 §:00 13-12-63  14-4-67 1-75s Not Road-worthy
116 One car Pontaic . . 7-10-62  5-00 13-12-63  2-5-67 3-10 Do.

CEN. EXCI.S‘E‘ NAGPUR

117 Volkmﬁon BTK 439 - 16-6-66 650 1-9-66
118 COMMERUANG613 . 16-7-64 2-00
C:ENTRAL EXCISE PATNA Nil

CENTRAL EXCISE POONA
119 Car 18-11-64 10-00  2-2-66 Appeil pending

CENTRAL BEXCISE SHILONG Nil.




WEST BENGAL CALCUTTA
120 Amb BE 71360 . . 6-12-62 1000  20-9-63 Since disposed of
121 Opel EE 798 . . 17-6-6§  40-00 22-12-66 Under appeal
122 Pontiac BC 7744 . . 2-11-65 .26 8-7-66 Appeal rejected
123 Amb. B!’395 . . 1§-6-66 1400 Pending adjudication
123 Amb. BG 530 . . 13-12-66  12-50 Do.
125 Buick TYE 63 . . 23-4-65 9:00  29-9-65 ws:rv[em;ncfea‘:h re- g
126 WBQ438 . . . 28-7-66 20-05 Pending adjudication
127 BA27ig : . 20-11-66  12-02 Do.
128 WBA 5633 . : . 20-11-66  15-02 Do.
CEN. EXCISE MADRAS
129 KILR-2667 . . . 29-3-61 1°75  IR-R8-63  14-7-67 +6§ Condition of the
car not good.
130 MSY-9476-Chev . . 10-11-62  10°00  23-1-64 9-5-67 8-30
131 MDY-3496-Ford . . 29-%-65 2°00  24-2-66  14-7-67 1-20 Condition of the

132 MYb-627:1 Amb. . : 18-2-66 12-00 3-5-67 8-5-67 Redeemed



133 MYM-365 Amt 18-2-66 900 3-$-67 8-5-67 Do.

134 MYE 265 Amb 18-2-66 9-00 3-5-67 8-5-67 Do.

13§ MYB-6415-Amb 9-3-66 10°00 6-1-67 Released

136 MSX-7583-Amb 16-10-66  8-00 16-2-67 Provisionally

released

137 MN7.-4665 Hilmen §-11-66 400 14-2-67 7-6-67 Redeemed

138 MDO-2443 17-11-66 200  18-1-67 22:6-66 Do

139 MYB-7979-Amb 11-12-66 1200 23-2-67 Released

provisionally

140 MSV-g919-Amb 25-12-66 14°00 25-2-67 Do.

141 HLQ-so7-Ford 12-9-65 6-s0  20-3-67 Under appeal

142 MSS-4926 Desoto 5-3-66 200 28-4-66 Redeemed

143 MSY-go01-Land Magster 30-6-65 6-50 Pending adjudication
144 MSV-85-Amb 14-3-66  10-00 Deo.

145 MSW 8024-Amb . 14-3-66 10-00 Pending adjudication
146 MSW-8719-Amb . 10-6-66 10-00 Pending adjudication
147 MYB-6565-Pon 8-10-66 300 Do.

148 MDU-2750-Old mobile  12-11-66 200 Do.

149 KLA-869-Amb. 10-12-66 10:00 Do.

1s0  MSV-711-Studebaker 10-11-62 7:§0 27-12-63
151 MSP-4088-Amb 25-9-64 800 20-3-66




’ 2 3 4 5 6 7 9

153 MDU-8420-Standard 18-11-60  2:00 22-10-60

153 MDO-1677-Pontiac 27-3-66 2:00 28-10-66 23-8-67 19

r$3  MSZ-1224 Dasoto 13-3-66  2.50 1-8-66  20-3-67 16

15§ MBC-4111-Chev . 26-6-66  5-00 14-2-67

186 CU-5039-Austin 26-11-64 319 30-3-65 Ordered to be releas-

ed to the party

G. TotAL : 156 39

(o) ¥



APPENDIX V

Statement showing particslars of 4 cases involving payment of rent to Port
Trust for custody of confiscated goods by the Madras Custom House

1 Description of the goods. . 174 cases wired cast glass,

Date of landing of the
goods. . . 3-12-58.

Date of adjudication pro-
ceedings relating to the
import. . . . 1-7-60

Assessable valus, . Rs. 44,898.00

Substance of proceedings. M/s. Sha Taraji Mangilal filed Bills of
Entry #long with import licence in the
name of M’s. Globe Engineering and
Trading Co., Delhiand a letter of authori-
ty. Since the letter of authority was found
to be forged, the goods were confiscated.

Dite of final clearance. . 21-8-1963.

‘Reasons for delay, if any, After confiscation of the goods, the party
intheclearanc o’ thegrods  filed a2 writ petition in ths Madras High
since they bxcims rip: for  Court, who quish=d the Collector’s order.
disposal. However M's. Sha Taraji Mangilal could
not clear the goods, even after court’s order
against the forged letter of authority ;
and hence the goods were abandoned. The
P.T. had claimed rent chirges from the
dste of confiscation to the date of vacation
of the confiscetion order by the court.
It will be appreciated that due to the
Court’s imjunction, the C.H. was unable
to dlsgzosc of the goods during the period

for which the rent had been charged.
Bond rent paid. . . Rs.2,599.15.
Value realised by sale of The goods were sold by the Madras Port
goods. Trust for Rs. 1,16,000.00 3s uncleared
goods.

“Puty levisble at the time
import. Rs. 31,428.60

101}



The reasons for depre-
cistion in value of the goods
wherever the sale proceeds
were less then the original
value of the goods.

2 Description of the goods.

Date of Landing of the
Date of adjudication pro-
ceedmgs relating to the
import. .
Assessable value.

Substance of proceedings. .

Date of final clearance.

102

1080 drums H.S.D. Oil.

19-6-1950.

24-2-1951.
Rs. 83,160.00.

Goods were imported in contravention of

I.T.C. regulations.

1043 drums on 26-10-57 and 37 drums on
17-1-1958.

[

Reasons for delay, if any, After confiscation of the goods, the petitioner’s

in the clearance of the goods
since they became ripe for
disposal.

appeal and Revision Application werc
also rejected. Thercafter, the party filed
a writ petition in the High Court,
who issued an injunction restraining
C.H. from disposing of the goods till
disposal of the writ petition. The writ
was ultimately dismissed on 20-8-54.
Since during the period when the writ
petitition was pending the goods had
deteriorated in quality considerably and as
part of the oil was lost on account of
leakage, sttempts to sell them by auction
on 3 occasions were not successful. Ul-
timately @ private offer of Rs. 16,385.13 P.
was accepted and goods sold.

Bond rent paid. Rs. 1,00.000

Value realised by sale of
goods. .

Duty leviable at the tims of
import,

The reasons for depreciation
in value of the goods where-
cver the sale proceeds were
less than the original value
of goods,

Rs. 16,385.81

Rs. g,112.50 ‘estimated).

Since the oil had deteriorated in quality
considerably and part of it was also lost
while in detention during the period
when the Customs authorities had been
restrained from disposing of the oil,
there was depreciation in value.
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3 Description of the goods. . 8 bundles steel sheet cuttings.
Date of landing of the goods. 4-1-61

Date of adjudication pro-
ceedings relsting to the

import. . . 25-2-1961
Assessable value. . . Rs. 8,165.00

Substance of proceedings.  Goods were imported in contravention
of Import Trsde Coatrol Regulstions.

Date of final clearance. 29-3-1965.

Ressons, for delay, if any, The importer filed an appeal and in the
in the clearance o thc goods  order in appeal dated 15-6-61, the redemp-
since they became ripe for  tion fine was reduced but the clearance was
disposal. ordered to be allowed if the importer
to cut the sheets to smsll size.
after the party filed a Revision Petition
on 12-9-61 which was utltimately rejected
on 23-2-1962. Thereafter the case file wos
recorded by mistake in the CH and the
goods were ultimately sold on 29-3-1965.

Bond rent paid. Rs. 7,730.28 claimed by Madras Port Trust
but not paid so far.

Value realised h) sale of

goods. . Rs.2,750.00
Duty leviable at the time
of import. . . Nil

The reasons for depreciation The goods were stored in the steel dump
in value of the goods in the open for the period from 1961-64
v ver the sale proceeds  and the quality thereof had deteriorate «
w:c: | ess than the original  due to exposure to sun and ai sad
value of the goods. hence there was depreciation in value.

4 Description of the goods. 925 bags of cement.

Date of landing of the
goods. . . . 8-1-1962.

Date of adjudication pro-
ceedings rehtmg to the
import. . . 6-8-1962.

Asscssable Value, . . Rs. §,905.00



Substance of praceedings.

Date of final clearance.

Reasons for delay, if any,
in the clearance of the goeds
since they became ripe for
disposal.

Bond reat paid.

Value realised by sale of

Duty leviable at the time of
unport. . . .

The reasons for depreciation
in value of the goods where-
ever the sale proceeds were
less than the original value
of the gvods.
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Goods, were imported. in. comtraventien.
of I.T.C. Regulations, and were mis-
declared. under, Sea, Customs. Act. The
importers peid the personal penality levied
but abandoned -the gnods on account of
deterioration. .

29-3-1965.

The cement could not be sold because
there was State Coatrol on cement and
permission of the Director of Industries,
and Commerce, Madras was required.
The concerned authorities, were contactad.
On inspection the authorities declined to
give permission for saje as the goods had
deteriorated. However, on 12-11-63, the
Director of Industries & Cammerce,
Madras, geve consent for auction. The
goods were ultimately sold in the auction
held on 29-3-1965.

Rs. 18,156.54 claimed by Madras Port Trust
but not paid so far,

Rs. 710.00

Rs. 995.38.

There was depreciation in value bccause
the cement had solidified due to moisrure
and exposure in the Port Trust premises
and was rendered almost useless.



APPENDIX VI

Statement Showmg loss of comfiscated goods while in the custody of the Port Tryus.

S. Collectorate/ Description of goods Date of Quantity Value of Remarks
No. Custom House confiscation lost goods lost
1 2 3 4 5 6 7
Rs.
1. Baroda C.E. Cycle Dynamo Lighting 14-4-59 47 Armatures. 306/- The goods were in

41 wires

s1 clamps out
of total con-
signment  of

Armature.

145,000 armatures.

cuatody of Port Tmst

tion by the Collector.
A writ Patition was
filed by the party against
the ondgs of the l()anhc-
tor in the ja

Court. The wrltHv?;;
dnsl;nssed on 14-3-67
nouiced in Aprﬂ. 1966
and 3 complaint

filed with the Pohgc.
It has resulted in the

&
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2.

2

Madras CH. .

High Speed diesel oil.

24-2-51

537

1080

out

drums.

orrest of the culprits
concerned snd the case

is still in progress.

66774-87 The pods were  confis-

cated by the Collector
for contravention of
ITC regulations. The
as nlso the revi-

ted. A writ petition
was then filed in the
HighCourtofMadrm
and anm;unctmnrea—

::’-uk.A ly dismiss-
In  August, 1954.
Due to the storage of
the drumsin open yard
for long time there, was
considersble leakage
of oil from nearly 537
drums, out of the total
oonngnmem of 1080

901



3. Calcutta CH.
4. Do.
s. Do.
8. Do.
7. Do.
8. Do.
9. Do.
10, Do.
1t. Do.
12, Do.
13. Do.
14. Do.
18. Do.

Steel Roller Chain

Springs for printing

machines.
Malt Extract R.P.
Motor Starter

Weighing balance and
parts.

Personal effects

Electric Fuse Links

Ultra marine blye

Buckles .

Buckles

Polythene Moulding
Powder.

Tractor Pumps and Fer-
tiliser Mixer.

Polyster fibre  filament

yarn.

4-7-59
8-9-59

20-1-59
12-11-87

45°59

16-9-58
22-6-60

17-6-60

3-4-65
3-4-65
18-2-66

4-11-65

29-4-67

2 out of
$3 cases.
1 case

19 Jdrums
1 case

2 gases

I case

I Case

1 Barrel out

of 240 Barrels.

1 out of
16 cases.
13 out of
29 Cases.
2 out of
67 bags.
1 out of
3 cases.

83 out of
153 Cartoons.

48700 3 to 15:

240-00 In all these cases

7283-00
940-00

75100

303-00

204800

85-00

36500
4914-00
95°00

1748-00

2779400

were confiscated for
contravention of ITC
regulations. In respect
of serial numbers 11 to
15 the pilferage occurred
even before confisca-
tion. These con-
tinued to Iie in Port
Trust custody till finali-
sation of the adjudica-
tion proceedings even
ofter confiscetion as the
parties were given op-—
tion to redeem the goods
on payment of suitable
fine, the goods were
allowed to remain in
the custody of Port
Trust for some time to
ensble the parties to
take clearance. As these
were not cleared within
a reasonable time the
goods were shifted to
the confiscated ware--
house for subsequent
disposal by auction. The
pilferages noted in ail
these cases have been

§
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Steel Sheet Castings
Stainless Steél Shects
Steel Castings

Tool & Alloy Steel
Polycthclme Glycel

Art Silk piece goods
Star Aniseed

Starter Alum Unit .
Spare parts of 4 colour

ruller printing machine
Bolts & Nuts .
Lead screws & Brass Rolts
Cosl tar dyes .
Abruninc gracium .
Carbon Powder Black .
6 Ctns. Polyster yard
1 piece second hand car
axle. Vehicles
9 piecelsecond hand axle
vehicles

7 picoes, steinless steel-
sheets .

duly reported to the
Police.

2,813:00 In these cases the circum-

65700

1,198-00
not available,

914°00
21,273°00

stances of the loss are
not readily available.

go1



35.

37.
38.

40.
41,

Y Tt ot e At o e et

Do
Do,

Do,

Do,
Do,
Do,
Do.

401 pos. wheel discs
7 drums M. V. Pans
§ cartus M. V. parts
614 pes M. V. Ports
77 sets M. V. Parts
1 case sedled beams
3 cuses serled beams
30 sets M. V. Partis
46 sets M. V. Parts

5:360-00
5,016-00
1,100° 00
3,825-00
630-00
; 15°00
63-00
20900
39400




APPENDIX

Statement o ngthrhogd ~ont prid rothe conzerned Port Trustlother bodies by various

Nam:of Caston Hras2'Collzz- 1957-s8  1958-59  1959-60 1960-61 1961-62

torate
N B
*1. Bombay C.H. . . . . . . . .
+2. Calcutta C. H. . . . .. .. 2.623°00 12.318°00 12,318°00
3. CochinC. H. , . . .. . 9,121 40 13,114 41
*34. Pondicherry C.H. . . 261-37 . . . ve
s. Madras C. H. . . . 43037 83594 933134 3470513 990-63
6. C. E. Cotllect.. Baroda. .
7. C.E. Ooliet., Madras. ) 341 8~ . .. .. 24~ 04
ToraL —1‘044-61 ’505'93—72.637474 50,138 ¢4 13,555-6_7

GRAND ToOTAL



VIL

Customs formations for Reeping custody of confiscared gcods during 1957-58 1o 1966-67

1962-63 1963-64 1964-65 1965-66  1966-67 Remarks

Ao ——atn. W—ar— — — — T—— — G— ——— ————
8

9 10 11 12

~2

*There is no formal agreement
betwéen the Bombay Customs
& the Bombay Port Trust
12,31800 12,318-00 12,318.0012,318-00 12,434-00  with regard to the payment of
bond rent, Howewer, the
Port Trust have putin s No.of
bills which are, at present the
subject of settiemvent
the Customs House & the Port
2,80r-70 1,179°27 . §93 27 .. Trust Authoritics.

+Since 1960 the C.H. is utilisinga
$,484°07 89 82 105,152.61 2,912°'05% \Earehousc hired from Fort

ommars. on o’ fixed mobthly

rental for storage of confiscated

410° 10 . . . . goods, other than hezardous
goods etc.

422°16  8,549°88 .. 2,9§2°00 780 'Conﬁscmcd goods are slored in

own ez thére

wu no Port Trust shed.

15,951.96 27,531°23] 12,407 82 121,015.88 15,343 85

Rs. 3,70»443 3



APPENDIX VI

Action taken on Para 82 of the Report of the Public Accounts
Committee (1964-65) Twenty-Eighth Report (Third Lok Sabha)

MINISTRY OF FINANCE
(Department of Revenue and Insurance)

Recommendation of the Committee

82. The P.A.C. (1962-63) had expressed their concern that the
differences between the Customs Department and the Bombay Port
Trust had remained unresolved for a period of more than 11 years.
They had hoped that the Ministries of Finance and Transport would
smoothen their differences in a spirit of co-operation and arrive at
agreed arrangements without any further delay. The Committee
have been informed that an agreed formula has since been worked
out by mutual discussion. They would like to be informed about (i)
the details of the agreed formula, (ii) the position regarding its
acceptance by the Ministry of Transport (to whom it is stated, it has
been sent for acceptance), and (iii) the early implementation of the
agreed arrangements.

Action taken by the Government

2. The dispute between the Bombay Port Trust and the Customs
House Bombay as to the allocation of the proceeds of sale of aban-
doned and confiscated goods was finally settled at an inter-depart-
mental meeting held on 10th May 1965. The following formula was
arrived at at that meetins as rezards the settlement of the outstand-
ing cases.

(a) As regz-ds abandoned goods sold by Port Authorities: The
sale proceeds will he allocated according to the following priorities: —

(i) Expenses of sale;
(ii) General average and ship owner’s lien for freight, if any;
(iii) Custnms Duty;

(iv) Port Trust dues including landing and removal charges,
wharfage, river dues and demurrage (at single and not
penal rates) limited to a perind of four months from the
date of landing of gonds.

112
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(v) 1T.C. fine and penalty, if any.
(vi) Balance of port trust charges.

(vii) Surplus, if any, to vest in the Port Trust or to be paid to
the owner as the case may be.

3. It appears that under the Bombay Port Trust Act item No. (ii)
has been given the first priority. There is no objection to items
No. (1) and (ii) exchanging positions until the Act, so far as Bombay
is concerned, is amended by the Ministry of Trangport.

(b) With regard to confiscated goods which had not been taken
over by the Customs and were sold by the Port Trust authorities the
allocation would be as follows: —

(i) Expenses of sale.
(i) Customs Duty.

(iii) Port Trust dues including landing and removal charges
and wharfage, river dues and demurrage (at single and
not penal rates) limited to a period of four months from
the date of landing of goods.

(iv) Surplus, if any, to Customs.

(c) With regard to confiscated goods sold by the Customs Depar:-
- ent, the allocation may be in the following order. —

(i) Expenses of sale.
(ii) Customs duty.

(ili) Port Commissioner's landing charges (Including wharfage.
river dues, double removal) at a single rate and not pena!
rate limited to a period of four months from the date of
landing of goods.

(tv) Surplus, if any. to Customs.

4. Arising out of this, the general arrangements in this regard for
the future were also discussed. Since, however, some time would
elapse before the decision for the future can be communicated to the
concernad authorities and implemented by them it was decided that
the above arrangements may conveniently apply to all sales upto
30th June 1965,

5. It was also decided that with effect from 1st Julv, 1065 the
position should be as follows: —

It is generally the practi~e even now for confiscated goods to be
removed to a special warehouse allotted to the Customs Department
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for storing confiscated goods, wherever such allotment bas been made,.
Where such allotment has not been made the concerned Port Trust.
Authorities should take early steps to provide such an arrangement.
The Customs authorities should simultaneously take steps to remove
confiscated goods to such special confiscated gooda warehouses as soon
as possible and in any case within a week of the confiscation, espe-
cially in the case of goods confiscated absolutely. Steps should also
be taken to speed up adjudication proceedings to ensure that as far as
possible comfiscation. if indicated, is ordered within four months of
the landing of the goods. -

(a) The sale proceeds should be allocated according to the position
indicated below:—

(i) Expenses of sale.
(ii) General average and ship owner’s lien for freight, if any.

(iii) Customs Duty.

(iv) Port Trust dues including landing and removal charges
and wharfage, river dues and demurrage (at single and
not penal rates) limited to a period of four months from
the date of landing of goods.

(v) LT.C. fine and penalty, if any.

(vi) Belance of Port Trust charges

(vii) Surplus, if any, to vest in the Port Trust or to be paid to
the owner as the case may b

(b) Confiscated goods.
(1) Expenses of sale.
(i) Customs duty.

(1f) Port Commissioner’s landing charges (including whartage,
river dues, double removal) at the single rate and not

pesnal rate limited to a period of four months from the
date of landing of goods.

(iv) Sorplus, if any, to Customs.
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6. The Ministry of Transport have accepted these decisions and
instructions have been issued by them to the Port Trust authorities
for implementing the above decisions.

7. This note has been seen and concurred in by the Ministry of
Transport

T
Y

F. No. 18/3/66-Cus, VL
(Sd.) T. C. SETh,

Joint Secretary.



APPENDIX X

Statement Showing the Point Arising out of Audit Report (Civil) on
Revenue Receipts, 1967, on which Additional Information is required
and action taken thereon.

MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE & INSURANCE)

Additional Information required by the Committee

10. Page 16—Page 8: Receipts from Customs Revenue.

“(a) Of the total revenue of Rs. 538.97 crores how much was
realised from (i) Government Departments (Central as
well as State), (ii) Statutory Corporations, (i1i) Govern-
ment Companies, and (iv) Private Parties.

(b) The amount of refunds and drawbacks paid during the
last five vears are as under:—

In crores of Rs,

1961-62 . . . 6-48
1962-63 . : . 9-56
1963-64 . . 10-89
1964-65 . . . 13-78
1965-66 . . . 1577

(i) What is the increase in the vear 1965-66 primarily due
to? A ]

(ii) Out of the sum of Rs. 15.77 crores how much was paid as
drawback alone?

(¢) What is the value of total exports during the year 1965-667
Out of this, what is the value of exports on which draw-
back was granted under Section 75 Customs Act, 1962?

{d) What are the commodities on the export of which a draw-
back exceeding Rs. 5 lakhs has been paid during the year

1065-66".
116
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Reply:

8(a) The break-up of the total amount of revenue of Rs. 538.97
crores is as follows: —

(Rs. in crores)

() Government Departments (Central as well as State) . 65-14
(i) Statutory Corporotions 3
and L . . . . 167-57*

(i) Government Companies J

{fv) Private parties

. . . . . 322-03
Gross Revenue . . ——5;_77;—

Deduct Refunds and Drawbacks . 1577
Total Net Revenue . . . 538-97

*Separate figures for Statutorv Corporations and Government
Companies are not available.

8(b) (i) The increase is only under refunds and there it is due
to rates of import duty having gone up. On account of
the increase in rates of import duties, the revenue re-
ceipts in 1965-66 had increased to Rs. 555 '- crores as com-
pared to Rs. 411/- crores during the preceding vear. The
percentage of refunds to receipts was 1.61% in 1965-66
as compared to 1.52¢7, in the preceding year.

8(b) (ii) Out of the sum of Rs. 15.77 crores, the amount of

drawback paid during the year 1965-66 was Rs. 68!
crores.

8(c) The value of Exports for the year 1965-66 came to
Rs. 805.56 crores plus Rs. 3.99 crores Re-Exports, making
a total of Rs. 309.55 crores. Out of these. the value of
exports under claim for drawback during 1965-66 was
Rs. 5869 crores.

8(d) Commodities on the export of which drawback exceeding
Rs. 5 lakhs was paid during the vear 1965-66 are:—

Art silk fabrics and yarn. Cinema films, Chemicals and
Pharmaceuticals. Paper products. Electric fans, Plastie
goods. Mild Steel products, Staple fibre yarn & fabrics,
Footwear, Rubber products, Articles made of Stainless
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Steel, Cycles and cycle parts, Gunny bags, Articles
made of Brass, Tea Chests, Cast iron products, Poly-
thene-lined jute bags and Motor vehicle parts.

The above includes items on which Customs as well as Central
Excise duties collected on materials used in the manufacture of the
articles are paid as drawback on export.

Joint Secretary to the Government of Indiny
F. No. 2/12/67-CUS(TU).



APPENDIX X

Additional information required by P.A.C. on list of points received
under Lok Sabhg Secretariat O.M. No. 15/1/67-PAC dated the 8th
January, 1968,

Audit Report (Civil) on Revenue Receipts, 1967, Para 8.

(i) The net realization in exports during 1965-66 is Rs. 809.55
crores. It is mentioned that the drawback paid during
1965-66 is Rs. 6.81 crores and that there has been no in-

crease on account of drawback from the figure for the
year 1964-65.

(a) Does this mean that the drawback paid in 1964-85 was
Rs. 6.81 crores?

During the year 1064-65 a total sum of Rs. 7.51 crores was paid as
drawback. From this it will be seen that in the vear 1965-68, there
was no increase (in fact there was decrease) in the amount of draw-
back paia as compared to 1964-65.

(b) Assuming that the drawback paid in both the vears were
of the order of Rs. 6.81 crores, what were the factors that
contributed to the payment of a higher sum as drawback

in 1965-66. when the exports had actually come down by
Rs. 25.69 crores in that year?

The assumption is not correct in view of reply to (a) above.

(i) It has been mentioned that the value of exports during
1965-66 on which a drawback of Rs. 6.81 crores has been
paid was Rs. 58.69 crores. Besides drawback, what other
incentives (including cash subsidy) have been provided
for the export of these commodities?

It mav be pointed out that drawbacks are not incentives, but
refund of duties levied on materials used in the manufacture of
goods exported. However, during the vear 1965-66 incentives were
provided in the form of import entitlement, Cash assistance and con-
cessional railway freight as shown in the annexure T. In the case
of export products made out of iron and steel there was a provision

119
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for supply of indigenous iron and steel upto the extent of replenish-
ment at special concessionsl prices (approximately equivelent to
international prices). Import entitlements were also granted in part
to make available the imported raw materials required in the produc-
tion of exports but certain additional quantities of imported raw mate-
rials were also generally allowed under these schemes for use by
the importer for his own production for the home market or for trans-
fer to other manufacturers subject to rules in this behalf.

Certain direct tax concessions were also available against exports
performance as shown in annexure ‘II'. These rebates were intended
to give some edge to sale in export markets instead of the home mar-
ket and were of minor quantitative significance.

(iii) Are the Revenue Department of any other Ministry of
the Government of India keeping any record which could
show the financial effect of all these concessions? If
so, what is total concession obtained per unit of export
in the case of the commodities on which a drawback of
over 5 lakhs has been paid?

The Ministrv of Commerce kept under periodical review export
performance in all commodities eligible for various forms of assist-
ance, and the concessions were adjusted from time to time in the light
of emerging circumstances like fluctuation in international prices,
changes in marketing conditions abroad and changes in internal pro-
duction and demand. "

Joimt Secretary to the Government of India.

F. No. Misc/6/68-DBK.



ANNEXURE 1
Exporis benefits during 1965-66.

Name of item

Import cntitlement as a

percentage of FOB valuc

Cash Assistantce

. ——

Concessional Railway freight

[ ¥
W

4

[« NV T

. Ansilk fabrics.

. Cinema films.

. Chemicals and Pharmaceuticals.
. Paper products.

. Electric fans.

. Plastic goods

7. Mildsteel products.

10,

. Steple fibre fabrics.
. Footwear (Leather)

Rubber products.

[4)
70%

874%, for black and white
75%, for culoured.
40% 10 75%,

Do.

o/
40 5]

10%, to 75/,

40%,
40%,
85
75%

} Items s, 12and 16: A concessional
[ railway freight of 509% of the
normal rate,

Ttem 3 (certain specified chemi-
cals only).

Item 4 (Paper ware and Stationery
L only).

Items g, 10and 11 (Utensils only).

Item 18 (motor cycles, scooters
and motor vehicle parts only).

Eligible for concession of 25% to
40%, of the normal rate, depend -
ing upon the distance.
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11, Articles made of stainless steel. . 120 Kg 10170 Kg. for
cach Kg. of finished goods
exported, subject to
maximum of 75°, of
FOB value.
12. Bicycles: 7 '
(a) Complete. . . . Rs.g30'- per evele so“;, to - Rs. 30'- perBicycle
(®) Parrs. . ) ) . 259, 30%, of F.O.B. valu~
13. Gunny bags. . {
14. Articles made of brass. . o789, .. |
1§5. Tea Chems.
As on prepage.
16. Castiron products, . R T *Rs. 22/- per tonne
for Port foundaries
Additional Rs. 28/-
for inland foundaries
17. Polythene tined jute bags. . . 20%, .. |
18. Motor vehicles & parts. . . 789% .. J

*The concession msntioaed in Col. 3 against S. No. 16 wat applicable only on exports of cast iren products for which pig iron was not
secured at concessional prices.

44



ANNEXURR H

No special concession exclusively for commodities for which
«drawbacks are paid, have been provided under the Income-tax Act
-or any other Direct Taxes enactment. However, the following conces-

-sions were available with reference to the exports in general during
-1965-66: -

(i) Rebate of income tax to the extent of 10 per cent of the

tax pertaining to profits attributable to exports (except in
the case of foreign companies).

(ii) In the case of a manufacturer of specified commodities
{other than a foreign company) rebate of income tax on an
amount equal to 2 per cent of the sale proceeds of such
commodities exported by the manufacturer himself or
sold by him to another person who exports them.

(iii) Provision had been in Income-tax Act, for grant of tax

Credit in respect of certain specified commodities exported
after February 28, 1965.

Concessions referred to above were discontinued in respect of
-exports made after 5th June, 1966.
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APPENDIX XI

List of examption Notifications issued under Rule 8 (1) of Central Excise
Rules, 1944, during 1965-66 & 1966-67 in which rerrospective effect was given
and the reasons therefore.

I 1965-66

Sl Nox& date of Subject Brief reasons for retros-
No. exemption pective  cffect.
notification

1 62/65-CE., Tyres for tractors . 1st March, 1960.

dt. 3-4-65 Undsar long-standing ins-
tructions  tyres for trac-
tors were being assessed
to Central  Excise Duty
at a  concessional  rate.
Such assessment having
been contended by audit
authorities to be improper
particularly after  levy
of Central Excise  duty
on motor vehicles with
effect  from 1-3-60
and since a change in
those § instructions was
not intended 1o be  made
it becamc  necessary to
give [Iretrospective effect
to this potification from
the said date.

2 87/65-CE., Cotton Fabrics 28th February,”1965.
dt. §-6-65 Decision to accord  rot
proofed fabrics the
same  treatment as water
proofed  fabrics © with
effect from 1-3-6§
was taken by the Go-
vernment of India while
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3 107/65-CE., Cotton twist and thread

dt. 17-7-65.

4 111'65-CE,,  Conon Fabrics
dt. 24-7-65

s 112°65-CE. Do.
dt. 24-7-65

6 11465-CE., Do.
dt. 24-7-65

7 116/65-CE., Cotton yarn
dt. 24-7-65.

8§ 127/65-CE., Cotton Yarn
dt. 28-8-65
(read with
No. 38/66
di. 19-3-66)

finalising 2 revision ap-

plication  case. Im-
plementation of this
decision waving however
taken  some time it
became  necessary to

give  retrospective effect
to this  notification.

17-4-1964.

This  notification  having
been  issued by way  of
rectification of  omission
that hod taken  place
while making  certain
changes on 17-4-64
retrospective  effect  was
of technical nature.

24-4-1962.

These notification  regulate
the duty lability  in
respect of certain special
types of cotton  fabrics
which had begun v be
manufactured. To the
extent retrospective
cffect  was given 11 may
have meant  concession
to thosc from  whom
Jduty happened 1o be
recovered at a rate  higher
than what was ~rescribed
but it may . have
meant  recov v oof  duty
from those who were
not being  subjected 10
any dutv. On the whole,

theretore, retrospective
effect  was  expected to
be in the interest of
revenue.

1st March, 1964.
This notification was issued

tw  provide statutory
backing to executive ins-
tructions  that had

been issued.
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of Rs. 500~ per
tonne on  manufac-
tures of copper and
copper  alloys  pro-
duced out of copper
or copper alloys in
crude form the copper
cor.tent of which had
paid or could be
deemed to have paid
duty at Rs. 1000'-
per tonne, retrospec-
tively from 28-2-1965s.

I 2 3 4
9 78/65-CE., Cotton Fabrics 28-2-1965.
dt. 22-5-65 Issue of these notificaticn
1o 79/65-C.E., Do. was of 8 regulatory nature
22-5-65 necessitated by 1965 Bud-
get changes.  Retros-
pective effect from
28-2-65 had therefore, to
be given.
11 115'65-CE., Cotton Fabrics 24-4-1962 (Retrospective
dr.  24-7-65. effect was given for the
same reasons as stated
against S. No. 4 to 7 above),
12 74'65-CE., Gront of  exemption Consequent on the duty on
dt. ¥-5-65. from duty in  excess  crude copper/copper

alloys and their  manu-
factures having been
stepped up from Rs. 300
to Rs. 1000 - per
tonne and Rs. 500/~
to Rs. 1500/~ per tonne
fcumulative) respectively
in the 1965 Budget
changes, it was clarified
that crude alloy produced
out of partially  duty-
paid copper with or
without the old scrap
and zinc should be treazed
as having discharged the
duty  liability of Rs.
300~ per tonne  only
and the sheets, circles
ctc. rolled out of such
crude should be charged
to duty at Rs. 1200/
per tonne so as to make
the  manufactures bear
a  cumulative duty of
Rs. 1s00’- per tonne.

On  receipt of  representa-
tions from the trade ur-
ging thar this was cau-
sing hardship to  the
manufacturers of shoets
and circles,  particularly
the smafl rolling mills
processing  zinc in
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4

13 158/65-C.L.,

Petroleum Products

dt. 2-10-1965 not otherwise speci-

14 64'65-C.E.,
dr. 17-4-65.

fied Exemption
from Addl. duty of
excise on petroleum
waxes granted retros-
pectively from

1-5-1965.

Engine fitted 1o (i)

tractors of B. H.
Power 50 & below
and (11}  tractors of
DBH Power exceed-
ding 50 used for
agricultural purposes,

were  exempted  re-
trospectively  from
23-§-64.

admixture with old scrap
and partially duty-paid
virgin  Fcopper, the
matter was re-examined
and  ultimately this
exemption was given from
28-2-65 1.e., the date
from which the en-
hanced ¥ duty become
effective so as to
provide relief to the
small scale  manufactu-
rers producing  copper
alloys sheets/circles out
of copper alloys in
crude form on the copper
content of which!appro-
priate duty at the fen-
hanced rate has been paid
so as to tide over their
difficulties.

Additional duty of excise
is levied at the instance
of the Ministry of
Petroleum & Chemiculs,
Petroleum  Products nos
were  brought within
its scope  from 1-5-196s.
Subsequently that
Ministry  clarified  that
this levy  was not appli-
cable to Petroleum
waxes and hence  the
notification  was given
retrospective  effect.

Prior to  23-5-64 tractor
used for agricultural-pur-
poses were  exempt tfrom
duty. For availing this
exemption manutactu-
trer was  required  to
turnish a  certificate of
agricultural  use.  Also
simultaneously I. C.
Engines  were  exempt
tfrom duty if )
thesc were fitted
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4
to tractors  and (i)
tractors so  fitted were
used for agricultural
purposes.  The inten-

tion obviously was,
and has always, Dbeen,
to exempt agricultural
tractors  from Motor
vehicles duty and en-
gine duty completely.
Subscgquently it was
fourd  that tractors
of DBHP 50 or below
were  soley  used for
agricultural purposes.
It was  therefore  not
considered  nccessary 1o
insist on a certificate ot
agricultural usc in  res-
pect  of such  tractors.
The  exemption for
agricultursl  tractors was
thercfore  modified as
follows  oide Notifica-
tion  No. 11364-C.E,
dated 23-5-64.

(5 ractors  of DBHP
5o or below  were
exempt  from  duty
unconditionally.

fif;  tractors of  muore
thaun 50 DBHP were
continued to be  ex-
empt conditionally
re, if thev were
used for  agricultural
purposcs,

However, with the  maodi-

fication in the wording of

exemption notification
for  tractor we.f.
23-5-64 the wording of
exemprion notification
for engines  fitted to
such tractors also

required  similar  modi-
ficetion simultancously

[, s o
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1 2 3 4

The modification was
actually carried «<ut on
29-8-64 wvide  notifica-
tien  No. 142/64-C.E.
To avoid the ancma-
lous  position between
23-5-64 and 29-8-64 the
exemption  No. 142/64-
C. E., dated 29-8-64
was given  retrospective
effect w.e.f. 23-5-64.
by the said notification.

15. 154'65-C.E..  Artificial or Synthetic The tariff  description of
dr. 23-9-65. resins, the  item relating  to
plistics was  recast  in

1964 to bring  artificial

and synthetic resins

alse under its scope.

Thiv threw up certain

administrative difficul-

tics with regard to  the

assessment  of such

resins used in the  ma-

nufscture of paints et

an¢ also caused sime
additional burden on
that  industny. It was,
therctore,  dectded as
part ol 1965 budget
proposals tw exempt
paines,  cnamels etc.

from s0o much of ¥ the
Juty  as was  equivalent
to the duty  paid on
synthetic resins used  in
their  manutacture., This
was Jone . through  the
notification No.
26'65-C.E., dated
28-2-65. Later on it
was  noticld that  the
notification  in  question
permitted set off  of the
basic  excise duty only
and not the special duty
of excise. In the cir-
cumstances, it was  deci-
ded tw  implement the
original  intention  of
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16 197/65-C.E,
dt. 18-12-65

Paints and Varnishes.

the Government to-
grant relief to peints etc.,
in the manufacture of
which  artificiel and
synthetic resins were
used, in respect of  the
special duty of  excise
also paid on such resins
for the period beginning
28-2-65 to  23-9-6%
with effect from which
date notification No.
26/65 dated 28-2-65 was
also  rescinded, through
issue of notification No.
154/65-C.E., dated
23-9-65.

. , . L
Since the inception o
Central Excise duty on
paints and varnishes in
1955, it was the intention
of the Government 10
grant  concessions o
small scale manufacturers
whick  was given  cffect
to  through exemption
notifications. In 1960,
when the metric svstem
was introduced, these con-
cessions  were  renotified
under notification ¢ No.
137/60.C.E., dt. 1-10-1960
It was noticed later  on
that the intention of the
Government  was  not
correctly  brought out in
the said  notifications, as
according to the strict
legal interpretation of the
said notification,  con-
cessions were available only
to a1 manufactuerer who
produced  water  paints
alone or oil pains alone
and not to such}a manu-
facturer who manufactu-
red both water peints as
well as oil paints. Since,
it was never the intention
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170/65-C.E.,
dt. 23-10-65

I7. Sulphuric acid regene-
rated from dilute

sulphuric acid.

I1.—1966-6~

1. 11866-CE 1} Crudc copper copper
dt. 16-7-66 | allovs and manutuc-

> tures thereof Grant

2. 11966-CE.. of exemption from
dt. 16-7-66 duty retrospectively.

of the Government not
to allow the concessions-
in question to 2 manu-
facturer who produced
both oil paints and water
paints, an amendment to
the notification in  ques-
tion was issued as noti-
fication No. 197'65-C.E.,
dated 18-12-1965. With
a view to mitigate  the
hardship to the genuine
cases, retrospective effect
was given to the amend-
ment in question.

This  notification  merely
regularised executive ms-
tructions issued in our letter
F. No. 62862-CXVI1
dt. 9-10-1962.

Central  Excise
manufactures,
and  carcles
copper and
allovs was imyposed
effect  from 1-3-61 @
Rs. 300~ per metric
tonnes.  Copper and cop-
per allovs  in any
crude  form were  also
subjected to Jdutv  at
Rs. 100 - per tonne with
ctfect from  24-4-62.
To avad  double  inc-
dence of  duty,  sheets
and arrcules ete. of copper
and  copper alloys pro-
duced out o dutv-paid
copper or - copper  alloys
were  exempted from
Juty  in excess of Rs.
200:- per tonne.  With
effect from 1-3-63. duty
on copper and copper
alloys in crude form was

duty  on
i.¢. sheets
ete. of
copper
with
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enhanced  to Rs. 300/-
and that on manu-
factures thercof to Rs.
soo’- per tonne. Imme-
diately  after 1-3-63,
there was a possibility of
stocks of  ‘crude’ having
paid duty at the pre-budget
(Rs. 100 — per  tonne)
or the post-budget (Rs.
300°- per  tome) rates
being simultancously
available and the manu-
factures produced out of
these two types of crude
should as per considera-
tions  given above pay
Jury at Rs. 400~ or Rs.
200'- per tonnc accord-
ing to the rate of crude
stage  duty pad. Noti-
ficatin  No. §2'62-CF.,
Jdated  24-4-62 wis,
therefore. suitably amen-
ied wide notification No,
2¢'63-CE.. dated 1-3-63.
This  amendment pro-
vided  that  sheets and
circles cte. of copper and
copper allovs produced
out of dutyv-paid copper
or copper atlovs in any
crude  form fwithout
specifving the rate at which
crude stage duty s paid)
would enjov exemption 1o
the extent of duty paid
at the crude stage.  ‘The
intention,  however,  still
wis that  the manufac-
tures  produced  out  of
dJuty  -paid  crude  will
pay duty at the differentisl
ratc onlvi.e the difference
hetween the rate pavable
under  sub-item (2} and
the ratc at  which duty
wis paid on  the crude
under  sub-item () of

I
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Ttem No. 26A of the
C.E. Tariff. Tt had all
along been held that the
duty liability in the case
of crudes of copper alloys
was to be limited to the
copper content of the
allovs in that if the copper
content of the alloys had
paid  dutv. the entire
weight of the alloy was
to be deemed to have
discharged the duty Habili-
tv at the rate at which
thz crude copper had paid
dury.  The Audit had,
on  the other hand con-
tended  that the cxemp-
tion notification 71s amen-
ded Jid rot cleuwrly spell
this out. To give 2 sta-
tutory  haeking v the
intended and actudd reco-
verv  of duty on copper
allovs sheets and circles
cte. Jdurning  the  peoriod
1-3-63 Lo 28y, there-
fore, notification . No.
s 66-CE . datetr-~66
was issued.

Simifarly  the  exemijon

embuodicd in Netification
o 362-CE. Juted
24-4-62. oNXepng cop-
per and copper allws in
any  crude  form pro-
Juced out of old scrap or
serap grising out of  dutv
paid  virgin metal was
amplificd w clearly cover
the case of  copper and
copper allovs  in anv
crude form produced out
of virgin copper in any
crude form on  which the
prescribed amount of duty
of excise had already  been
paifand hence the  revised
notification No.  119:66~-

e ————
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C.E.. dated 16-7-66 was
given rctrospective effect
from 24-4-62.

Organic  Surface—Ac- As a result of 1966 Budget

tive Agents and Pre-
parations—Exemption
from duty on Turkey
Red Oil—Grant of
retrospective effect to.

changes, Organic Surface
Active Agents and pre-
parations were subjected
to  Central Excise duty
by introduction of a
new item (No. 15AA)
in the Central Fxcise
Tariff. Later 1o provide
relief to the manufacturers
of Turkev Red Qil (co-
vered by this new item),
wko  mostly operate on a
cotrage-industry scale,
exemption frem duty wis
grantei on Turkey Red
Oil wd. Notification No.

101'66-C.F ., dated
17-6-66. Howcver, on
further comvideration

particualarly the  Gov-
emnment’s  intention pot
10 impose any duty on such
a product, the said exem-
puon notification wi's made
effcct've from a retregpec-
tive date, viz., 1-3-66.
the date from which the
duty was introduced by
issuc of amending noti-
ficaton No.  172/66-C.F.
dated §-11-66,

179“66-C.E.'}‘.I,ubricmmg Oils and The Ministry of Petrolcim

1 2
3. 172/66-C.E..
dt. §-11-66
4.
dt. 19-11-66
5. 18066-C1.,
dt, 19-11-66

Greascs manufactu-
red out of base mi-
nera!  oil- having
peid the uppropriate
amount ot dutv-—
Exemption from duty
granted retrospectiv-
ely from 21-6-1966,

& Chemica's had au-
ttorised the Ol Coem-
panies 1o Increase the
basic selling  pricer ot
their lubricants  and
greases from  1-7-66 on
accoumt of the ‘ncrease
as  a recult of devaluaticn
in the cost of imported
base mineral oils used
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in the manufacture of
these products andfor
increase in the import cost
of fin'sted products,
Since the same pricing
arrangements  also apply
t0 lubricants and greases
produced from indigenous
crude ™l that Min'stry
had rccommended  for
enhancement of the 1ates
of additicpal exc'se duty
in respect of such lubri-
cants and  greates, the
benefit thus  resulting
being mopped up by
Government.  According-
ly. the enhanced effective
rates of additenal duty
were prescribed for It bri-
cating o'ls and gresses
produced wholly or partly
from  indigenovs crude
oil or is intermediates
vide  Notification  No.
148 66-C E., dated 21-9-66
g'ving effect from the date
of its issue.  S'mulran-
eolv. in respect of
lubricaung oils.greases
manufactt red out of duty
paid base m'neral oils,
exerrption frem additional
duty ot excice was granted
to avg'd double incidence
of dutv under Notfica-
gons  No. 150 66-C.E.
dated 21-0-66. Later on
rfprcsematinm from maior
ol compames and <mall
scale units which  were
obraining  part of their
supplies of base mineral
oils for the manufacture
of lubricatng o'ls #nd
greascs from Assem OWf
Co. at the ‘ncreased cost
and at the instance of the
Ministry of P. & C., the
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6 202.66-C.E.,
dt. 19-12-66.

Diesel o1, not other-
wise  specified—of
special specifications
produced in the State
of  Assam—Partial
exemption from Cen-
tral Excisc duties
(Basic & Additional)
granted retrospective-
lv from 1-12-66.

effective  rates of addi-
tional duty were revised
for  indigenous  bace
mineral oils intended for
use in the manufacture of
lubricating o’ls/greases and
also  for lubricating oils/
greises  produced wholly
from indigenous  crude
oil or its adrivatives
with effect from 21-9-66
cnd advanrage’ous gain ac-
cruing 10 A.Q0.C. on the
sale of indigenous basc
oils at the increased rates
was 0 be mopped up by
Government. In  conse-
quence thereof the afore-
said  exgrpion nctifica-
tion  No. 180/66-C.L ..
dated 19-11-66 and ano-
ther  cxemrption notifica-
tion  No, 170/66-C.E.,
dated 19-11-66 wis issued
gving it retrospective
eflect from 21-9-66.

Die 10 the waxy nature of
Natorkativa crude being
processed by the pubhc
secter refinery at Gauha'j
it becomes difficult  for
the refinery 1o produce
Furnace 0Oil cenforming
to the statutory «pecifica-
tien - Furnace Ol
v 1~ Nos, 10 of
the C.LE. Tariff or even
relaxed specifications pres-
cribed in Notification
No. 141/66-C.E.,, dated
17-9-66 for egsessment
of any mineral oil pro-
duced 1n the States of
Assam and Bher as
‘Furnace Oil’.  Its pro-
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7 164/66-CE.,
dt. 15-10-6F

8 29/67-CE., |
d 4367 f
9 30/67-CE. |
dt. 4-3-67. J’

Copper &  Copper
allovs  available  in
the market treated o
have discharged the

crude  stage  duty

liability  of Rs.
1500/- per  matric
tonne.

duct in fact correspen-
ded to the «pecifications
laid down for Diesel oil,
n.o.s.; but as it was rot
rormallv useable as such
due to the high carbon
content and was actuvally
marketted a« Furnace Oil.
we had becn allowing
furtker relaxation ‘n tte
matier of bituminovsg
subrtepee content (low-
er'ng the mmimuem limijt
of bituminous  substan-
ce content  from 2%
or more to more than

1-7<’ by weighth for
the winter months only
ceneralls from De-

cember to end of Feb-
ruary  in respect  of the
product in question and
charging  dutv at  the
rates  applicable to
Furnance Oil Hence.
last  winter  the relaxa-
tion was allowed for the
State of Assam. where
the Gauhati refinerv is
located. under notifica-
tion No 202 66-C.E,
Jated 19-12-66 for the
rerind  from 15t De-
cember. 1666 to 28th Feb-
ruarv, 196~ (hoth days
inclusive}  to qualify
the product for assess-
ment  to basic — Addi-
tional  duties  of excise
at the Fumzce QOil rate.

Bxcise duty on  manufac-

tures of copper erd copper
alloys " was  imrosed on
1-3-61 #nd on its crude
form on 24-4-62. Si-
multaneously to  avoid
double  incidence of

duty.  manufactures rol-
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led out of duty-paid
crude werc required to
pay only the differential
duty 1., the difference
between the  manufac-
ture and crude stage
of duty. To qualify for
this concession manu-
facturers  of Sheets
etc. had to produce
proof  of payment of
duty atthe crude stage,
As, however, such
manufacturers in the
small-scale sector de-
pended wholly for the

raw  material on the
stocks  available in the
open market, they

could not  actuaily avail
of this concession of
set-off  This gave rise
to a genuine grievance on
their part ois-a-tis big
manufacturers  who  got
supplies of raw material
Jirect from  importers or
the only Copper Works
at  Ghatsila. In order
to  relieve th m of this
hardship and in consi-
deration  of the  fact
that copper is a scarce me-
1al and after  verifica-
tion of the fact that
there  was litde like-
lihood of non-duty paid
crude metal being avail-
able in the market, ini-
tially five months after
the imposition of
duty on crude metal,
copper  and copper alloys
in crude  form available
in the market were trea-
ted, by issue of gxecutive
ordecs, to have dis-
Crude  stage

tae‘ability. A si-

milar  decision was
taken a year after  the
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10 195/'66-C.E,,

dt.

17-12-€6.

The words ** sub item
(N of” were omitted
from notification
No. 142'64- CE.,
dt. 29-8-64 retros-
pectively.

crude  stage duty was
sropped up from Rs.100-00
to Rs. 200°CO
per metric  tonne  with
cffect from 1-3-1963 and
executive orders were
ircued in this connection.
The last entacemrent
in the crude stage duty
was affected on 20-8-55.
For the reasons ex
plained above. again it
was decided that copper
and copper allovs in
crude form  available
in the open market
should be deemed to
have discharged the
crude stage durv liability
of Rs.  1500-00 per
metric tonne with effect

from 20-8-66, 1e.
»vear ofter the duty was
stepred up. To give

effect to this decision this
time, the  amrending no-
tifications  in quicstion
were issued ard the
concession  contained the-
rein made cffective
from 20-8-66.

Initially it was thought that

onlv. . C. Engines
specially  designed as
prime movers could be
used in  tractors  and
therefore only  engines
falling under cub-item (1)
of item 29 of Central
Excise Tantf were
exempted  from dury
when fitted to  tractors.
However, it came to
light  subsequently that
stationery  engines by
addition of gear box,
clutch etc. should also
be adapted foruse in a
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4

11 109/66-C.E., Paints and Varnishes .

dt. 2-7-66.

tiller. Since it was
never the intention to
burden the agricultural
tractors  with such engine
duty the words *“  sub-
item (f) of ” were omit-
ted retrospectively.

Under notification Ne-

137/60-C.L., dated
1-10-1960, slab exemp-
tions have been  con-
ferred on the manu-
facturers of paints and
varnishes. A conversion
formula was also pres-
cribed for working out
the concessions in respect
of readv mixed paints
tbid  under notification
No. 24'64-C.E., dated
1-3-1964. The trade
represented that the con-
version formula in ques-
tion acred harshly in the
cases where anv  lead
compound other than red
lead or white lead ¥ was
used as a pigment in the
paint. The matter was
examined in detail in
consultation with the D.
G.TD., and the Chief
chemist. etc. It was de-
cided to modify the
formula to as it exists at
present. Since the con-
cessions were available on
financial year basis, it was
considered necessary to-
give retrospective effect to-
the amendment with effect
from 1-4-1966 to ensble
the compucation of con-
cessional  quntitics for
1966-67 at one rate only.
Had it not been done so,
it would have created
administrative  difficulties
In arriving at the conces-
slons for which the various




141

12 123/66-C.E.,
dt. 30-7-66.

13 1/67-CE,
de. 7-1-67.

Paints and Varnishes .

manufacturcrs were eligi-
ble.

In 1960, under notification
No. 137/60-C.E., dated
1-10-1960, slabexemptions
were granted in respect
of nitrocellulose lacquers,
clear and pigmented falling
under item No. ri4-ITI
of the Central Excise Tariff.
The said item was revised
under the Finance Act
(No. 2) 1962. Through
executive instructions it
was made clear ar that
time that though nitroce-
Hutose ancillaries in  li-
quid form had been equa-
ted with nitrocellulse
lacquers  they  were not
eligible for a  separate
exemption under the said
notification. The  total
quantity  including nitro-
cettulose ancillaries in
liquid form was to be taken
into socount for calcula-
ting slab exemptions By
issuing rovification  No.
121/66-C_E., dated the
joth  July, 1966, legal
backing has been given to
the instructions in ques-
tion with  retrospective
effect.

Optical Bleaching The executive instructions

Agents.

issued under letter No.
B-2/66-CX-1 dated
the 17th June, 1966 were
not reflected clearly in
notification No. 100/66-
C.EF., dated the 17th June,
1966; therefore the need
arose to amend the not-

fication  in  question.
In the circumstances, ne-
cessary amendment  waa
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1 2

14 2/67-CE,,
dr. 7.1.67
issued under
rule s56A.

1§ 62/66-C.E.,
dt. 22.4.66.

Optical Bleaching

Agents.

Paints and Varnishes-
. Printing Pastes.

issued and retrospective
effect was given to the
amending notification.

Optical bleaching Agents
(item No. 14 DD of the
Central Excise Tariff)
was brought under ex-
cise control with cffect
from 1.3.66. It was held
that mere re-packing of
the goods in smaller packs
did not amount to ma-
nufacture, but where
the goods werc furthre
processed  before  er-
packing, processed
goods were again
liable to duty. The
levy of duty on processed
goods  amounts to
double taxation. To
avoid double taxation,
set off of the duty al-
ready paid on the un-
processed goods  was
allowed against thecuty
chargeable on the final-
Iy™ processed  goods
which was donc through
the notification in quest-
ion. To cover the past
cases, in equity the said
notification  was made
effective  from 1.3.66
itself.

This notification exempts,
retrospectively from
1.3.1955, printing pastes
made from duty paid
titanium dioxide or
zinc-oxide and  used
within the factory of
production in the print-
ing - of cotton textiles.
A scparate note furni-
shing reasons for retro-
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spective effect in respect
of this notification will
be submitted as early - as
possible since the rele-
vant file is not readily
available.




APPENDIX XII
AUDIT REPORT (CIVIL) ON REVENUE RECEIPTS, 1967
Additional information desired by P.A.C.
Para 25
(I) A note covering the existing arrangements

(a) for internal audit in the Collectorates (both at Head-
quarters and Local Audit) and

(b) regarding the machinery to ensure uniformity of admi-
nistration of the levy in different Coliectorates may be
furnished.

(II) The performance of Internal Audit Organisation during
1966-67 may be stated under the following heads:
(1) Number of Collectorates.

(2) Number of Chief Accounts Officer/Asstt. Chief Accounts
Officer conducting the check of assessment documents at
Collectorates.

(3) Number of internal (local) Audit parties.
(4) Number and amount of objections raised by (2) above.
(5) Number and amount of objections raised by (3) above.

REPLY
(I) The desired information is enclosed (Annexure A).
{I1) The desired information is enclosed (Annexure B).
[Approved by Joint Secretary]
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ANNEXURE ‘A’

-(a) In view «of the expanding nature of the Centra] Excise Tariff,
a8 well as to ensure that there is effective unit of revenue accounts
to detect the loop-holes causing leakage of revenue through proce-
dural defects in the matter of assessment, collection or accounting
the Department of Revenue have set up two types of audit machi-
neries at defferent stages, within the Central Excise Organisation.
“These are:—

(i) Audit by CAO./A.C.AO. attached to the Collectorate
Office.

(ii) Audit by the A.C. (Audit) of the Central Excise Collecto-
rate.

The scope and functioning of the (i) and (ii) types of audit are
discussed below: -

(i) Audit by CAO./A.C.AO. attached to the Collectorate
Office.

The essential function of this audit is to ensure, by comparing the
-copies of revenue records received from the lower formations with
the documents received directly from the Treasury Officers, that the
revenue assessed by the lower formations has actually been credited
into the Govt. Accounts. Some of the other functions of this audit
are: (i) to ensure arithmetical accuracy of assessment on the basis
of information available on the assessment documents, and (ii) to
‘watch the recovery of arrears of revenue. It is also the function of
this Branch to post-audit all claims relating to refunds of revenue.
They also maintain records of revenue realised according to Range,
Circle, Division and Collectorate as well as for different treasuries.
The differences between the departmental revenue figures and the
treasury figures are also reconciled.

In relation to checks of assessment documents, the C.A.0./
A.C.AO. is required to check the accuracy, both in regard to amount
and rate of duty, basic as well as additional, of all (or such lower
proportion as the Collector may prescribe) assessment orders and
.communicate to the Circle Officer and the Divisional Officer concern-
¢d before the end of the following month all mistakes detected dur-
ing the course of this audit. The final action taken by the Circle
Officer on such objections is required to be communicated to the
.C.A.0./A.C.A.Q0. within a fortnight of receipt of such objection with
.a copy to the Divisional officer so that the latter may satisfy himself
that the action taken is correct. The C.A.0./A.C.A.O. maintain pres-
cribed objection books for the purpose of watching the disposals of

Hs : U G-
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ohjections. The statistics pertaimng tq the quantum of personne}
and regardmg the number of Audit objections raised may kindly be-
seen in Annexure ‘B'.

(ii) In view of the existence of a number of instances of defective:
functioning in our Audit system, the P.A.C. had strongly recommend-
ed re-organisation of the Internal Audit system in the Central Excise
Department. In order to rectify the defects, a detailed scheme,
was worked out, {for the establishment of a Directorate of Revenue:
Audit. The scheme was accepted in principle by the Govt. and funds
were also made available in the Finance Bill of 1965, but due to emer-
gency and the need for economy, however, the scheme was not put
inlo effect. Nevertheless, it was decided to strengthen the Audit
by merging the Regional Audit Parties with those of Examiner of
Accounts so as to set up a self contained Audit cell, under a senior
cfficer of the rank of an Assistant Collector, to function under the
direct guidance of the Collector at each Collectorate Headquarters.
Accordingly, a scheme for the re-organisation of audit working,
taking into ~onsideration the number of revenue vielding units as
against the number of office formations, has been introduced w.ef.

1-1-67 in all the Collectorates. The essential features of the new set.
up are: —

(i) Merger of Regional Parties with Internal Audit Parties;

(ii) Audit work in each Collectorate has been put under direct
control of an Assistant Collector;

(iii) Each Audit party is headed by a Class II Gazetted Officer;:

(iv) No, of audit parties in each Collectorate has been increased
in accordance with the number of formations to be audited

The duties assigned to the re-organised Internal Audit are not
intended to be substituted for similar duties which have been im-
posed under various departmental instructions on supervisory offi-
cers of the executive Wing. The new scheme envisages constitution
of a distinct section under the immediate supervision and direct
control of the Assistant Collector (Audit). Collectors have been
directed that the personal of the audit parties should be specially
selected from amongst experienced and qualified officers who have,
in addition, a flair for audit work. If pecessary, they may undergo
training for a period of 2 weeks in the C.A.0’s Branch and/or in the
zonal Central Excise Training School, as the Collector may decide
in each case, to enable them to study and gather working knowledge
of the various extisable commaodities as well as assimilate the system-
of assessment and collection of revenue. With the injection of exe--
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cutive siaff, who have suflicient field experience, into the audit par-
ties, it is hoped that audit work will now get a fillip and become an
effective instrument for detection of leakage of revenue. In order
to siream-line the functioning of the organised audit in the Collec-
torates, duties of the A.C. (Audit) have been specified. Amongst
other duties, Assistant Collector (Audit) is now required to visit all
units giving an annual revenue of Rs. 25 lacs and above. In addition
he is required to visit such other factories and warehousing centres
which are under suspicion of the department. Again, with a view
to ensure proper follow-up of the audit objections raised by the Au-
dit parties during audit of units/formations, staff for manning spe-
cial ‘follow-up’ cells has been provided at each Collectorate Hqrs.
This cell is required to maintain proper records/registers of all ob-
jections raised and to attend to all correspondence uptill the ob-
jections are finalised. Collectors have been requested to periodi-
cally review the progress of audit work and themselves attend to
all important correspondence arising out of audit objections. The
statistics regarding the number of Audit Parties in each Collectorate,
and the number of objections raised by these Parties may be seen
in Annexure ‘B'.

(b) Machinery to ensure uniformity of administration of the levy
in different Collectorates.

As a first step to ensure uniformity of administration of the
levy in different Collectorates, all instructions/clarifications issued
by the Board /Ministry to the Collectors (which are intended for
the use of the departmentdl officers), are transmitted, immediately
on receipt, by the Collector concerned, to the lower formations in
the form of Instruction, with copies to all other Collectors of Central
Excise as well as to the Board and the Directorate of Inspection.
Such of the orders which have a direct bearing on the trading com-
munity are issued by the Collectors in the form of Trade Notices,
copies of which are similarly endorsed bv the issuing Collector to
all other Collectors of Central Excise, the Board and the Directorate
of Inspection. Again, to ensure uniformity of administration of
the levy, irregidarities noticed in any formation, during audit, are
brought to the notice of other units and quarterly bulletins incor-
porating the more important points are issued by the Collectors.
Copies of such bulletins are sent to all the other Collectors of Cen-
tral Excise as well as to the Directorate of Inspection. Important
objections raised by the Audit are then brought to the notice of the
Board. As a result, discrepant practices in the mode of assessments
and modus aperandi of unscrupulous licencees are eliminated and'
the field staff gets alerted.



148

In cases, when there are some doubts about the efficacy of certain
‘procedures, references are made by the Assistant Collector (Techni-
cal), Assistant Collector (Audit) and also by the Collector to their
counter-parts in other Collectorates so that a uniform mode of
assessment is evolved on inter-Collectorates basis. In cases of
difference of opinion, the question is referreq to the Board for a
Tuling. In this way a close liaison is maintained between different
field formations.

Besides, Study Circle meetings are held periodically at Divisio-
nal and Collectorate Headquarters offices. Under this scheme,
current problems are discussed by group of officers. The minutes
-of such meetings are circulated to all Divisional officers in the C
torate.



ANNEXURE 'B’
Statemens showing the performance of Internal Audit Organisation during 1966-67 in different Cemtral Excise Collectorates

8. No. Name of Collec- No. of Chief No. of No. of objections Obijections raised Remarks
torate Accounts Officers/ Internal raised by by the Internal
A.CAO's con- (local) CAO/ACAO Audit Parties
ducting the audit
check of assess- parties
ment documents functioning
at the Collecto- in the
rate Headquar-  Collec-
ters torate
CAO/ACAO. No. Amount No. Amount
involved involved
! 2 3 4 s 6 7 8 9 10
Rs. Rs.
1. Delhi . . . .. 5 4 19 5,000 $86 .. No. of objections under column
2. Allahabad . . 1 - 3 28 .. 180 .. s and 6 are inclusive of pro-
3. Kanpur 3 615 . 261 .. cedural defects pointed by the
4. Pamna . . H .. 3 6 5,000 $92  1,78,000 audit as well as CAO/]
. Calcunta-Orissa . e 1 6 110 g,000 638 1,18,170 A.C.AO. As the objections
6. West Bengal . i . 4 352 . 107 . ruised by the Internal Audit sre
7. Shillong 1 E .. . 309 .. still under correspondence.
8. Madras . 1 1 5 29 7,100 821 .. figures of <hort levics'under
9. Hyderabad 1 1 4 68 5,000 1359 . assessments actually detected
10. Mysore . . ) ! . 3 630 . 265 .. have not been furnished by
13. Cochin . . .- 1 1 . 19 . some Collectors.

o



1 3 4 s 6 7 B 9
12. Bombay 1 6 75 . 238 -
13. Raroda ) 1 6 201 §.4,000 §3  3,16,000
14. Poona 1 3 s 3,000 2493 -
15. Nagpur ! 3 7 : n
16. Pondicherry . .. .

17. Goa .
Total 17 Collectorates. 10 7 §7 2,143 g7.100 893z  6,12,170

10
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APPENDIX XIlX

Audit Report (Civil) on Revenue Receipts, 1967

[Additional information desired by P.A.C. vide Lok Sabha Secre-
tariat l¢tber No. 5/1/67-PAC dated 2-9-1967]

Para 28 (b)—Under assessment due to wrong fixation of assessable
value—

(i) Was a practice similar to the irregularity mentioned in
the para in vogue in other Collectorates and in other
factories in the same collectorate and if so till what date
and what is the consequential loss of revenue?

(ii) Does the practice continue in any collectorates even now?
(iii) Have the Ministry issued any general instructions in this
regard?

CoMMENTS.

(i) Yes. The Collectorale-wise position is given below:—

Date
upto
Name of the Collectorate which Consequential loss of revenue
the
practice
wWas in
vogue
Rs.
1. Bombay . . . 32-6-64 24837246
2. Baroda A . . 31-12-66 2,19.493-70
3. Madras . ) . . 24-3-63 26474 {(Realised)
4- Shallong . . . 31-3-67 27488
4,68,410°78

The parctice was in vogue in Allahabad Collectorate also till
October, 1967 but assessments had been made provisionally and
the differential duty is now being recovered. Only one small fac-
tory is involved in this Collectorate.
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In the remaining collectorates either the parctice of clearing
medicines in strip packings was not in vogue or larger packs con-
taining within themselves smaller labelled saleable units were not
assessed on the basis of declared consumer price for the larger pack.

(ii) No.

(iii) Yes. The Board issued instructions on 5th March, 1965
vide F. No. 24/62/64-CX.I dated 5-3-65. The trade, however, did not
react favourably to the said instructions. The question of the man-
ner of assessment of large and small (wholesale and retail) packs is,
however, already under consideration separately in consultation
with the Drugs Controller (I) Ministry of Health and Ministry of
Petroleum and Chemicals.

(Approved by Joint Secretary)
(F. No. 36/25/66-CX-T)



APPENDIX X1V

Points on which further information was desired by the Public,
Accounts Committee at their sittings on 15th, 16th, 20th and 21st

December, 1967 for consideration of Audit Report (Civil) on Reve-
nue Receipts, 1967,

Para 33(d)

“What are the other special type of fabrics which consume
more yarn than ordinary fabrics”?

Nore

It has been reported by the Colle:tors of Central Excise that
apart from Turkish towel and spindle tape type of fabrics, and those
fabrics which are classifiable as “not otherwise specified” category

of fabrics, the follcwing types generally consume more cotton yarn
than ordinary cotton fabrics:—

(i) Niwar-tape/candle wick,
(i{) Bobby-weave fabrics,
(iii) Flannel,

(iv) Cotton blankets,

(v) Canvas type fabrics, and
(vi) Curtain cloth.

153



APPENDIX XV

Summary of main conclusions/recommendations

Para No. of Mitistry Departinet

Sl
No. Report. coveraed
1 2 3
1. 116 Fiw ce
Dejptt. o Reve: ue
2. 1°17 -Do.-

Co:iclusions/Recomnineadatio:s

The Committee are not happy over the leisurely manner in
which the Custcms Department took several years to dispose of the
confiscated pencils in this case. Out of 15,518 grosg pencils seized, the
bulk of them (15,380 gross pencils) were confiscated during the
period from 1953 to 1956. Except for a small quantity of 3060 gross
supplied to Railways, Stationery Office and the other Government
Departments, the remaining pencils were disposed of through auction
by the Calcutta Custom House during the period from the middle of
1965 to June, 1966, that is, 8 to 12 years after their confiscation.

The Committee find that initially attempts were made to
auction 480 gross pencils in small lots at Imphal and Silchar from
1955 to 1959 but there was no offer, (Information in regspect of
Gauhati and Jorhat is not available as the relevant files were des-
troyed some time back). They feel that in order to attract bidders,
the pencils should have been offered in sizeable lots and, if initial
attempts to auction at the above places had failed, the Department
should itself have thought of auctioning the nencils at a bigger place

418
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1°34

lile Calcutta ps was ultimately done in 1965 and 1966. During evir

dence, the Secretary, Revenue and Expenditure, admitted that “these
cpnnot be any valid explanation except that this was not thought of
gnd it should have been thought of.”

The Committee are also not able to appreciate why the
CQustoms Department took nearly four years to implemient the Audit
suggestion in July 1961, that the pencils might be utilised for Gov-
ernment’s own requirements.

The cumulative effect of all this delay was that 1050 gross

pencils, valued at Rs. 12,000, were damaged and Government under-
went this avoidable loss. The Committee hope that the Board of
Excise and Customs will take suitable measures to ensure that such
cases do not recur.

The Committee are concerned to note that goods valued at
Rs. 5.17 crores confiscated upto 31th March, 1966 were lying undis-
posed of as on 1st April, 1967. The disposal of goods in the past bas
been slow resulting in deterioration and pilferage. The Committee
nete that, as a result of a special drive undertaken by the Customs
Department, they were able to dispose of confiscated goods worth
Rs. 1,19,65,786 during the period from 1st December, 1866 to 3ist
July, 1987. They hope that efforts will continue to be made to main-
tain the tempo of the disposal of goods. The Committee would like
to watch the progress made with the disposal of confiscated goods
thrown future Audit Reports.

o8t
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1°45

Finance

Deptt. of Revenue

The Committee also find that proposals regarding the dispo-
sal of consumer goods to the National Co-operative Consumer Fede-
ration Ltd. and of trade goods through the Director General, Sup-
plies and Disposals, are under consideration. The Study Team on
the Customs Department have also made certain recommendations
in this matter. The Committee feel that it would be helpful to Gov-
ernment in arriving at a decision in regard to the various alternative
procedures for the disposal of confiscated goods if a small committee
consisting of persons having knowledge of excise and customs - and
two or three businessmen is appointed to examine these problems
and to advise Government on evolving suitable procedures. The
Committee would like to know the action taken in this connection.

The Committee consider that, as the State Trading Corpora-
tion have gathered some experience in handling auctinn of imported
cars, the Board of Excise and Customs may canalise the disposal of
confiscated cars through the Corporation so as to get the maximum
return. The disposal of the remaining 115 vehicles which were
awaiting disposal on 31st December, 1967 should also be expedited.

The Committee regret that proper arrangements for keeping
these cars were not made till September, 1967, i.e.,, a few days before
the Study Group of the Public Accounts Committee were due to pay
a visit to the Bombay Customs House. The Comimittee stress that
appropriate arrangements should be made to protect valuable goods
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10 1°53 Do.
1 1°85 ... - Do.

from deterioration due to the inclemencies of the weather. Proper
arrangements should be made for the maintenance of cars so as to
ensure that the maximum price is obtained on disposal.

The Committee would like the Board of Excise and Customs
to examine the feasihility of taking proper stock ol conficated goods
at regular intervals of six mnonths or a year. In taking stock, par-
ticular attention should be paid to deterioration. if any, suffered by
goods in storage so that suitable measures can be taken without de-
lay to arrest the deterioration and expedite disposal of the goods.

The Committee are constrained to note that during the period
of confiscotion there was loss due to detericration in the quality of
diesel oil and leakage from as many as 537 out of 1,080 drums. The
Customs Department had to pay a bond rent of Rs. 1 lakh against the
sale proceeds of Rs. 16,385. The Committee are unable to appreciate
why it should have taken the Department three years to arrange for
the final disposal of diesel oil after the decision for confication was
upheld by the High Court in August, 1954. The Committee consider
that if more business—like methods had been adopted by the Cus-
toms authorities it should have been possible to dispose of the diesel
oil soon after it became ready for disposal in August, 1954, and there-
by save payment of heavy bond rent to the Port Trust. The Com-
mittee stress that suitable measures should be taken to ensure that
such cases do not recur.

The Committee regret to observe that there was a delay of
three years in the disposal of the goods due to negligence of the
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171

Deptt. of Revenue

and
Shipping

Customs House in recording the file by mistake after disposal of the
revision petition. This delay resulted in deterioration of the goods
and also payment of increased bond rent. ’

The Committee find that in three of the four cases mention.
ed above, the bond rent of the Madras Part Trust premises, which
exoceeded the sale proceeds of the goods, was avoidable. During the
years 1960-81 and 1965-86 sizeable bond rent charges were paid Ly
the Madrag Custam House.

The Cammittee suggest that, in the light of experience gained in
the working of the Agreement between the Part Tryst and the
Madras Customs House, a suitable pracedure should be evolyed ex-

peditioysly to dispese of confiscated goods to obviate payment of

heayy band rent.

The Committee are glad to note that the dispute regarding
the sharing of sale proceeds of abandoned and confiscated goods
which had been outstanding since 1950 has been settled.

The Committee note that it has also been agreed (i) that

Custqms authorities should take steps to remove confiscated gopds to
special warehouses as soon as possible and in any case within a week
of confiscation, especially in the case of goods confiscated absolutely,
and (ii) that steps should be taken to speed up adjudication proceed-

1
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Finance

Deptt. of Revenue
Deptt. of Revenue

Transport and
Shipping

ings to ensure that, as far as possible, confiscation, if indicated, ia
ordered within four months of the landing of the goods.

The Committee consider that as space in Port didas 1§ Hrni-
ted, Government should keep the matter under constant review #fid
evolve a business-like method for disposal of imported guods Whifh
are left either unclaimed by the parties or are confiscated by the
Customs.

The Committee hope that these outstanding bills of the Port
Trust for Bond rent will be settled early.

The Committee regret to observe that this is & bad case and
indicates negligence on the part of both the Port Trust authorities
and the Customs Department. None of the 62 drums of brass scrap
(valuing about Rs. 18,000) landed in April. 1954 contained any scrap
at the time of the disposal of goods in September, 1956. After the
loss of the contents of three drums initially came to the notice of
the Customs and Port Trust in June, 1954, special steps should have
been taken to guard against further pilferage of brass scrap. What
s worde, even after 26 drums were found empty in September, 1954,
the authorities do not appenr to have taken anhy remedial abtibiij it
is, theréfore, no surprise that nothing was left in the drums By the
tithe of disposal in Septembeér, 1956. Thé Committee uriderstand that
the case was taken up by Audit with the Customs Hpusé in 1958, But
no action was taken on the points raised by them till 1963. The
question of fixing responsibility of the staff for the loss should have
been examined at least on the receipt of the Audit objection.
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The Committee desire that, on the basis of the records stﬂl
available, the Customs Department and Port Trust should examine
the question of fixing responsibility for negligence and/or complicity

of the staff and take necessary disciplinary action against the parties

found at fault.

The Committee find from the statment furnished by the Depart-
ment of Revenue that the losses at various ports since 1955-56 came

to Rs. 1,83,843. The Committee note with concern that in spite of
Watch and Ward arrangements at the Ports by the different authori- .

ties, i.e., the Port Trust, the Customs Department and the State Gov-

ernment, pilferages should occur. The Committee feel that with .

closer coordination between th authorities concerned in the interest
of tightening the security measures, it should be possible to elimi-

nate the pilferage of confiscated goods while in the custody of the
Port Trusts.

The Committee are unhappy to note that there have been
thefts of confiscated goods from the Customs House. The Committee
would like the Customs House to review their security arrangements
in consultation with the Central Bureau of Investigation and the

State Police authorities so as to ensure that such thefts do not recur..

The Committee are perturbed to note that vital parts of

valuable goods like refrigerators and transistors are pilfered, thus

o8t .
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making their disposal difficult. The Committee desire that Govern<
ment should take suitable remedial measures to prevent such pilfer-
age so that these valuable goods which have a ready market can be
disposed of expeditiously to fetch the maximumi price.

The Committee hope that Government will take due note
of the judgment of the Supreme Court and issued suitable instruc-
tions in the matter.

The Committee are not able to assess from the above reply
the cumulative effect of the various forms of assistance that are ad-
missible on exports. The Committee desire that the Ministry of
Commerce in consultation with the Department of Revenue should
conduct a study and furnish a statemient in respect of selected com-
modities (which will be representative of export articles) exported
during a specified period in the year 1965-66 (say October 1965 and
Mzsrch 1966) showing the details per unit of (a) the cost of produe-
tion, (b) F.O.B. value of the export, (c) wholesale market price of
the article in India, (d) drawback paid on the article, (¢) cash

assistance, (f) import entitlement, and (g) any other incentives or

concessions that were admissible during the period.

The Committee note from the Ministry’s reply that when sec-

tion 2A was introduced in the Indian Tariff Act, there was no inten-
tion to charge countervailing duty on articles on which it was not
being charged till then. This interpretation of the legal provision
for the omnibus levy of countervailing duty is open to doubt. Once

191
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a statutory provision has been made from a particular date, the Fké-
cutive inspections have no legal basis, whatever other ¢orisidetdtféris
miight have weighed with the Ministry for resorting to such & éotifee
of action. The executive decisions taken on different dates in seve-
ral cases to levy the countervailing duty and that too only when they
were brought to the notice of the Government of India by Audif had
resufted in the provisions of the law not being uniformly dpplied fn
&N the cases wherever the levy was attracted. The tion leévy &
countervailing duty till such time as the decisions Weére takén tih
only be treated as the foregoing of tevenue.

In so far as the case of Iron and Steel produets is coneerned,
if it was the intention to restrict the levy only to articles falling
under item 63 Indian Custom Tariff and its sub-items even beyond
2nd February, 1963, an exemption notification could have been issued
simultaneously with the other notifications on that date as the Min-
istry were fully aware of the difficulties arising out of the levy while
issuing execttive instructions in 1962. Even though these instruc-
tions governed the levy of a countervailing duty on 2@ Febrtary,
1963. no such exemption notification has beén issued and, dteording
to the Ministry’s own admission, the position regarding Iron and Steel
products escaped riotice. The lapse is regrettable.

The Committee regret that due to an error, an excess refund
of We. 10,000 was paid in this case. What is worse, the error way ot
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detected by the Internal Audit Department who pre-audited the re-
fund. The Committee note that the amount of Rs. 10,000 has since
been recovered. The Committee stress that such mistake should not

recur.

#

The Committee note that, out of excess payments of overtime
fees amounting Rs. 40,381, a sum of Rs. 25,472 has been recovered
and the balance is being recovered in instalments.

The Committee fail to understand how the Board’s orders
dated the 26th August, 1963, were not received by the Collector of
Customs, Bombay. They desire that, an enquiry may be maide ntd
the reasons for non-receipt of these orders by the Collettor anfl ré=
medial measures taken to ensure that important orders issued by the
Board are promptly transmitted and received by the Colléctordti§:

The Committee take a serious view of the mis-appropr-
tion of Government money arising from the defalcation by #
Customs House clerk in this case. They would like to know in 8ué
course the total amount misappropriated by the clerk and the a€tigh
taken as a result of the enquiry into the matter. The Corlifnitt@€
also desite that necessary action should be tdken against officérd &t
the supervisory level for their contributory negligence which made

the defalcation possible. .

The Committee note the remedial measures taken by the
Department to prevent a recurrence of such defalcations. It has

- ™
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been suggested by Audit that the following additional measures may
also be adopted:—

(a) The opening of all registers to record transactions for col-
lection of cash should be specifically authorised by the
Chief Accounts Officer of the Customs House and be main-
tained in the forms approved by him. The cash registers
so authorised to be maintained should be put up to the
Chief Accounts Officer every week whether any transac-
tions have been recorded therein or not. This will enable
him in keeping track of the registers in use in the various
departments of the Customs House and whether the tran-
sactions if any, recorded therein are duly credited into the
treasury and incorporated in the accounts compiled with
him.

(b) The withdrawal from operation or closure of any of the
registers in use should also be done with the approval of
the Chief Accounts Officer.

2°39 Finance The Committee will like Government to examine the above

suggestions of Audit for early implementation in order to eliminate

Deptt. of Revenue . chortcomings noticed in the existing procedure which made the
defalcation possible in the present case.
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The Committee regret to note that in this case, due to lack
of co-ordination with the State Government, a loss of about Rs. 53,000
in revenue was suffered on the sale of 29,694 1bs. of seized skimmed
milk powder at the control price even after the cancellation of the
Control Order. The Committee desire that the Board should examine

whether there is any defect in the procedure regarding the receipt’

of copies of such orders from the State Government and their circu-
lation to the various officers concerned to avoid the recurrence of
such cases.

The Committee find that the Excise Duty foregone as a result of 7

the issue of exemption notifications amounted to Rs. 54.04 crores in
1463-64, Rs. 63.73 crores in 1964-65 and Rs. 62.28 crores in 1965-86.

With an expanding Excise Tariff, the amount thus foregone is bound

to increase. It is significant that although a sizeable amount of duty
leviable under the Excise Law is being foregone year after year, the
present system does not provide for obtaining approval of Parlia-
ment in the matter, as there is no provision in the Central Excises
Act and the Rules made thereunder to lay the exemption notifica-
tions before Parliament. In para 3.142 of their 44th Report (Third
Lok Sabha) the Committee had desired that the procedure should be
rectified by making it obligatory to lay a copy of each notification
before Parliament. The Committee regret to note that the position
has not yet been rectified by Government. The Committee hope
that, as assured by the Secretary, Revenue and expenditure, during
evidence, pending the finalisation of a new Central Excise Bill, suit-
able amendments will be made in the Central Excise Rules requir-
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ing such exemption notifications to be laid before Parliament. It
would also be desirable that the exemption notifications should be
accompanied by explanatory memoranda giving the reasons for
varying the standard rates of duty.

The Committee have been critical in their earlier Reports [cf. para
3.141 of 44th Report (Third Lok Sabha)] to the granting of exemp-
tion from duty through executive instrutcions instead of the issue of
formal notifications under Rule 8 The Committee are concerned to
note that, out of under-assessments of Rs. 571 lakhs pointed out in
Audit Report, 1967, most of the amout of Rs. 327 lakhs that has been
admitted by the Department related to irregular and unauthonsed
refunds, rebates and set-offs because certain reliefs were. gﬁnn
under executive instructions which did not have proper legal baek-
ing in the matter of exemption. According to the Ministry, in some
cases, exemptions were given under such executive instructions
pending further examindtion of the mattet aftér which eiémption
notifications were issued retrospectively.

In para 3.141 of their 44th Report, the Committee had dekired
that if, for administrative flexibility, Governmerit desired sotfis 1ati-
tude in such matters, they should obtain authotity to do so ¥fom
Pdrliamvent by introducing an amendment to the Excis¢ Law.

o1
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Committee hope that the position will be suitably rectified in the
new Excise Bill.

As regards the issue of exemption notifications retrospegtively,
the Committee have discussed the legal position in para 3.37 of thejr
44th Report (Third Lok Sabha) that is: “A legislature could give re-
trospective effect to a piece of legislation passed by it, but the Gov-
ernment exercising subordinate and delegated powers cannot make
an order with retrospective effect unless that power was expressly
conferred by the Btatute.” The Committee had desired that the
question of the extent of authority required and of amending the
Law for the purpose should be thoroughly examined in copsultation
with the Ministry of Law. In para 2.3 of their 7th Report (Fourth
Lok Sabha), the Comimittee desired that a Bill containing enabling
powers for the Central Government to give retrospective effect tg
excise duty exemption under the Excise Law should be brought
before Parliament, as early as possible.

The Committee suggest that, pending the preparation of a new
Excise Bill, the whole question of granting exemptions of duty
through three different means viz., notification, executive instrue-
tiong and retrospective notifications may be examined in consulta-
tion with the Attorney General of India.

The Public Accounts Committee have repeatedly drawn attentipn
to the inadequacy of the Internal Audit Organisation in the Ceniral
Excise Department as revealed by the Report of the Central Excise
Re-organisation Committee presented in 1963 (cf. para. 45 of 27th

¥ )
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Report and para 3.9 of 44th Report—Third Lok Sabha). They have
been informed that a scheme for strengthening the Internal Audit
Organisation bv constituting a separate cadre of the Audit and Ac-
counts Staff under the guidance and conirol of an independent Dir-
ectorate which was estimated to cost about Rs. 30 lakhs per year was
deferred due to reasons of economy in December, 1965, and the posi-
tion continues to be the same. There is also a suggestion regarding
the setting up of a separate Directorate of Internal Audit which
would be common to all Revenue Departments.

The Conmmmitiee note that meanwhile certain organisational
chances have been made by the Department to improve the func-
tioning of the Internal Audit parties. The number of the Internal
Audit parties has also been increased from 31 to 57. The Committee
are, however, not satisfied with the performance of the Internal
Audit Organisation. During 1966-67. the Chief Accounts Officer/
Assistant Chief Accounts Officers raised 2.143 objections involving
Rs. 87,100 and Internal Audit Parties raised 8.932 obijections involv-
ing Rs. 6,12,170. On the other hand test audit by the Revenue Audit
Department disclosed an under-assessment of Rs. 571 lakhs in Audit
Report, 1967. In the Committee’s view in order to make the Internal
Audit narties more effective, it is desirable to put them under an
independent Directorate. Government should take an early deci-
sion on the question of setting up an independent Directorate of
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‘Internal Audit which would be common to all Revenue Departments
or alternatively a separate Directorate for Central Excise.

In para 3.7 of their Forty-sixth Report the Public Accounts Com-~

_mittee pointed out that different Officers sometimes give different

interpretations of the law with the result that citizens may be taxed
differently under the same statute. The effect will appear as discri-
mination between assessees by the executive. The Committee em-
phasize the basic need of ensuring that under the same statute and
at the same time. people are not charged different rates of tax due
to different administrative interpretations or other failures. The
Committee note the steps taken by the Central Board of Excise and
Customs to ensure uniformity of administration in the levy of duty
in different collectorates. The Committee hope that the Central
Board of Excise and Customs will keep this matter under constant
review so as to ensure uniformity in the levy of excise duties.

The Committee note that the erroneous assessment of wastes
arising from twist or thread manufactures at the concessional rates
applicable to yarn instead of at the higher standard rates applicable
to ‘thread or twist’ resulted in under assessment of duty amounting
to Rs. 32,570, out of which a demand amounting to Rs. 16,967 had to
be withdrawn ag a result of being time-barred.

e
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Government should fix responsipility for this loss and take re-
medial measures to cbviate the recurrence of such instances of erro-
neous assessment and detect errors in time, for realisation of arrears.

The Committee find it difficult to accept the view that the allow-
ance allowed in this case was merely “Quantity Discount” and “un-
egnditional” for according to the agreements entered into hy the
manufacturer with wholesale distributors, they were allowed the
discount subject to the condition that hey should not sell foot-wear
manufactured by other parties and that they should not go beyond
the region esarmarked for them. Further, although the number of
wholesalg distribytors is stated to be 120, there are individual agree-

between the manyfacturer and the distributors. According
to the rules and orders issued under the Central Excise Act the dis-
count allowed under a particular contract or which can be earned
only in consideration of fulfilment of certain conditions is not admis-
sible for deduction from the declared wholesale price. The Commit-
tee feel that these two conditions laid down for admissibility of dig-
count are not fulfilled. They, therefore, desire that this matter
should be further examiéned in consultation with the Ministry of

Law.

The Committee were given to understand that in this case, the

Beard, in determining the wholesale price, were guided by certain
excutive rulings issued under Section 30 of the Sea Customs Act on
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the apalogy that the wording of Section 30 of the Sea Customs Act
is more or less similar to that of Section 4 of the Central Excise Act.
The Board did not consider it necessary to issue a notification for ap-
plication of the provisions of the Sea Customs Act in this case.

The Committee also note that several provisions of the Sea
Customs Act have been miade applicable to the Central Excise side
by notifications issued under Section 12 of the Central Excise Act.
The Committee desire that the whole question of applicability of
cxecutive rulings under the Sea Customs Act without issuing a poti-
fication under the Excise .\ct as also the applicability of the provi-
sions of the Sea Customs Act by issuing a notification under the
Central Excise Act should be examined in consultation with the Attor-
ney General in the light of a recent judgement of the Supreme Court
in the matter.

The Commitiee are concerned to note that even after the issue of
the Board’s orders on 5th March, 1965, the wrong practice of clearing
large packs containing within themselves smaller saleable units in
the form of strips at prices declared for the bigger packs was conti-
nued in the Baroda Collectorate upto 31st December, 1966, and this

resulted in the loss of revenue of Rs. 2,19,498.70. The Committee’

desire that, taking into consideration the dotails of this case, the
Board should look into the reasons for the continuance of this prac-
tive in that Collectorate with a view to ensure that their instructions
1ssued on 5th March, 1965, are strictly implemented by the Collec-
torate of Central Excise, Baroda. The Committee would like to
know the action taken In the matter.

Ll
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The Committee find from the note furnished by the Ministry of
Finance that the question of the manner of aseessment of large and
small (wholesale and retail) packs is under consideration of the
Depurtment of Revenue in consultation with the Drug Controller of
India, Ministry of Hedlth and Ministry of Petroleum and Chemicals.
The Committee would like to be apprised of the decision taken in
this case.

The Committee regret to note that in this case movement of
cloth in bond was allowed from one factory to another in corntraven-
tion of Rule 86 of the Central Excise Rules. Although the bulk of
the cloth was not to undergo the process of bleaching at all, it was
allowed to be cleared in bond to the second factory. This resulted
not only in the postponement of payment of duty but also the loss
of duty (about Rs. 6.43 lakhs) because of occurrence of rags, chindies
and fents in the process of machine embroidery in the second fae-
tory. Even though the Board issued orders in July, 1962, to stop this
practice and Audit also brought this to notice in November, 1962, the
irregularity continued till February. 1964. The Committee would
like to know the action taken against the officers responsible for the
delay in stopping this irregular practice and the consequent loss of
revenue.

The Committee take a serious view of the Collector allow-
ing a refund of duty amounting to Rs. 881,783 it this case in contrs:
vention of the Central Excise Rules without making a refererice tb

(421
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the Board. The Committee desive that the Board should examine

~ this matter in all its aspects and take appropriate measures to ensure

that such instances do not recur.

In view of the fact that a large amount of revenue
(Rs. 52.48.970) is involved in this case, the Committee desire that
opinion of the Attorneyv General should be obtained as to whether
the order of the Board issued in March, 1964 that duty should be
realised on the weight of unsized yarn rather than on the weight of
varn’ after sizing was correct.

The Committee are not satistied with the present practice of
levying compounded rates of duty on high yarn consuming fabrics
like turkish towels and spindle tape. which are applicable to ordi-
nary fabrics of corresponding variety. The loss of revenue to Gov-
ernment during one vear (1962-63) on account of the levy of duty at
the compounded rate in ruspect of the aforesaid varieties amounted
to Rs. 231001 in seven Collectorates.

The Committee suggest that all such varieties should be
taken up for working out the average consumption of yarn and add-
ed to the list of varieties of cloth.

The Committee reiterate the recommendation made in para
3.274 of their 44th Report (Third Lok Sabha) that in glaring cases of
fraud and large scale evasion, the prosecution of delinquents is to be
preferred to imposing penalties, as the former course would ve a
more effective deterrent.

EL1



| &

i

" Reveau. D respect of some of the paragraphs of the Audit Report (Civil) on
Peptt. of Reveiue Revenue Receipts, 1967. They expect that the Department  will
none-the-less take note of the diseussions in the Committec and take

such action as is found necessary.
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