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INTRODUCTION

L the Chairman of Public Accounts Committee, do present on their
behalf this Hundred and Fortieth Report on action taken by Government
on the recommendations of the Public Accounts Committee contained in
their Sixty-Seventh Report (Seventh Lok Sabha) on Union Excise Duiies
relating to Semi-finished Steel Products and Beedi Workers Welfare Cess.

2. In their 67th Report, the Committee had observed that consequent
upon the abolition of duty on unmanufactured tobacco w.ef. 1 March,
1979 no alternate arrangements were made for collecting the cess leviable
on unmanufactured tobacco under the Beedi Workers Welfare Cess Act,
1976 which resulted in the non-collection of revenue to the tune  of
about Rs. 5 crores in the years 1979-80, 1980-81 and 1981-82 (upto
December, 1981) meant for the benefit of nearly. 30 lakh workers em-
ployed in the Beedj industry. There has been inordinate/avoidable delay
at various stages in finalising this proposal with the result that the
amendment could be made effective only from 1 January, 1982, It has
been stated by the Ministry of Labour in their reply that a decision was
to be taken for imposing a fresh levy on beedi and this was under
the consideration of the Government. The Committee have deprecated
the apathy of the Government and the leisurely manner- in which they
have proceeded to amend such a vital legislation meant for the welfare
of a vulnerable section of society and have desired that a suitable pro-
cedure should be evolved for expeditious disposal of such cases in fu-
ture so as to obviate recurrence of delays of this type.

3. Commenting upon the practice of issuing frequent emendments to
various notifications which lead to lot of confusion and misunderstanding
both to field formations and the assessees, the Committee had recom-
mended that a revised notification in its full form should be re-issued
instead of piecemeal amendments in short form. Government have in-
formed thc Committee that it may not be expedient to issue fresh noti-
fication invariably in all cases but have agreed to issue fresh notifications
in cases where original notification is very old and scveral amendments
have already been made therein or where the amendment sought to be
made is very substantial. Besides, they have also taken a decision to
add an explanatory note to each amending notification to bring out the
effect of the notification.

4. In pursuance of the Committee’s recommendations in the 67th Re-
port, the Ministry of Finance as well as the Ministry of Law have

v)



(vi)
issued necessary instructions to all the concerned officers and field forma-
tions enjoining upon them to exercise extreme care and scrutinise criti-
cally all exemption notifications to avoig eny ambiguity or chances of
misinterpretation. The Committee have emphasised the need for a system

of regular feed-back from the Collectors to remove the lacumae, if any,
found in actual implementation.

S. The Committee considered and adopted this Report at their sitting
held on 31 March, 1983. Minutes of the sitting form Part II of the
Report.

6. For facility of reference and convenience, the recommendations
and observations of the Committee have been printed in thick type in
the body of the report, and have also been reproduced in a consoli-
dated form in the Appendix to the Report.

7. The Committee place on record their appreciation of the assistance
rendered to them in the matter by the Office of the Comptroller and

. Auditor General of Iadia.

New DELHI; SATISH AGARWAL
April 5, 1983 Chairman,
Chaitre 15, 1905 (S) Public Accounts Committee.




CHAPTER I -

REPORT

1.1 This Report of the Committee deals with thc action taken by
Government on the Committee’s recommendations and observations con-
tained in their Sixty-Seventh Report (Seventh Lok Sabha) on Para-
graphs 2.12 and 2.41 of the Report of the Comptroller and Auditor
General of India for the year 1979-80, Union Government (Civil) Re-
venue Receipts, Volume I, Indirect Taxes relating to Semi-finished Steel
Products and Beedi Workers Welfare Cess respectively.

1.2 The Sixty-Seventh Report, which was presented to Lok Sabha on
24 December, 1981, contained 22 recommendations. Action taken notes
in respect of all the recommendations/observations have been received
from Government. These have been categorised as follows:—
(i) Recommendations and observations that have been accepted
by Government.

S. Nos. 6.7, 8,9, 10, 11, 12, 13, 14, 15, 16, 19 and 22.

(ii) Recommendations and observations which the Committee do
not desire to pursue in the light of the replies received from
Governnient.

S. Nos. 1, 2, 3, 4 5 and 20.

(iii) Recommendations and observations replies to which have not
been accepted by the Committee and require reiteration.

S. No. 21.

(iv) Recommendations and observations in respect of which
Government have furnished interim replies.

'S. Nos. 17 & 18.

Delay in submission of action taken notes

/" 1.3 With regard to the Committee’s recommendations at Serial Nos.
14 and 18 (Paras 1.51 and 1.52), the Ministry have stated (18 March,
1983):—

“The matter is still under consideration.™

" 1.4 The 67th Report of the Public Accounts Committee was presen-
ted to the House on 24 December, 1981. The Committee find that the
Ministry of Finance have, even after a lapse of as mamy as 14 months,
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failed to fornish Snal replies to two recommendations (S. Nos, 17 and 18).
The Commmittee expect that the Ministry would endeavour. in futmre 60
furnidh the action taken notes within the stipulated period of six mowths.

The Committee will now deal with action taken by Governmeat on
some of their recommendations.

Drafting and scrutiny of notifications
(S. Nos. 6 & T—Paras 1.23 & 1.24)

1.5 Commenting on the lack of care in the drafting and scrutiny of
notifications for duty cxemption from Central Excise duties, the Com-
mittee in paras 1.23 and 1.24 of their 67th Report observed:—

“1.23 The present case brings into focus the weaknesses in the
system existing in the Ministries of Finance and Law for
drafting and “scrutiny of notifications. Although the Ministry
of Finance have tried to explain that the notifications are
drafted and checked at various levels in that Ministry  as
well as in the Ministry of Law, the instant case clearly
shows that the scrutiny is not done with adequate care. The
Committee, therefore, desirc that the Ministry of Finance
should devisc an effective system for drafting and scrutiny of
notifications particularly in the case of exemption notifications
which are issued under the extraordinary powers which vest
in the cxecutive for grant of exemption from the levy  of
duties specified and approved by Parliament.

1.24 Out of the four notifications referred to in the Audit Para
under examination the Committee find that one notification,
i.e. No. 235/77 dated 15-7-1977 was not free from ambiguity.
Under this amending notification a set-off of duty of Rs. 330
per metric. tonne was allowed on semi-finished steel products
(tariff item 26AA) against the effective rates of duty of Rs.
175 per metric tone for “rails and sleeper bars” and Rs. 200
per metric tonne for “steel castings”. This notification did
not make it clear whether in the case of “rails and sleeper
bars” and “steel castings” the set-off would be limited to the
effective rates of duty or would be allowed at the rate of
Rs. 330 per metric tonne. The Committee are not satisfied
with the reply of the Ministry that “since the amoumt of duty
reduction spent out in this proviso (as amended on 15.7-77)
was more than or equal to the rates of duty specified in the
Table annexcd to notification No. 152/77-CE the effect
was to grant full duty exemption to the products in question.”
Equally unsatisfactory is the reply that the reduction in duty
wag so specified to make it applicable to the semi/products
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manufactured by mtcgratcd steel plants and mini-steel plants

“as ,a matter of convenience.” This- again ‘shows that ade-

| quate care was not exercised at warious levels”in. the Minisd

try of Fmance as well as the Ministry of Law in the drafting

. of notifications, The Committee would like these observations

to be brought to the notice of all concerned so that issue of

faulty or ambiguous notifications as has happcncd in the pre-
sent case is obviated.”

1.6 In their Action Taken Note dated 29 October, 1982, the Minis-
try of Finance (Department of Revenue) have stated:—

“In para 1.23 and 1.24 of the said report, the PAC had desired
the Ministry of Finance to devise an effective system for
drafting and scrutiny of notification, particularly in the case
of exemption notifications, with a view to avoiding faulty
and ambiguous notifications. The Board have considered the
system of drafting and scrutiny of notifications and suitable
instructions have been issued to the various officers in the
Technica] -sections of the Board’s office and also the field offi-
cers including Directors of Inspection, Director of Audit and

" Director of Publication. Th¢ Officers in the Technical Section
have been impressed upon to sec that necessary care is exer-
cised ut the appropriate level, before the notification is sent
to the Law Ministry and after it is received back from the
Law Ministry. The field officers have also been advised to
subject each notification issued by the Ministry to critical
scrutiny and, if any discrepancy is found, it should be brou-
ght to the notice of the Ministry so that corrective action
is taken immediately. Copies of instructions to the Collectors/
Directors and various Technical sections of the Board’s office
are enclosed. (Appendix I and Il)”

1.7 The Ministry of Law, Justice & Company Affan's chxslatwc De-
partment in their Action Taken Note dated 16 December, 1982 have
intimated:

“As desired the observations of the Committee contained in the
above paragraphs have been brought to the notice of all can-
cerned. Besides, suitable instructions in the matter have been
issued for further guidance to all the Legislative Counsels
and other concerned Officers and Sections in the Legislative
Department including the Official Languages Wing vide Cir-
cular No. F. 34(2)/82-WSU dated 21st September, 1982
(Appendix IIT).”

1.8 The Committee had in their 67th Report (December 1981) taken
a serious view of the fact that adequate care was mot exercised at various
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levels in:the Ministry of Finance as well as the Mililstry of Law in the
degiting of & notification .regarding set-off of .duty .om  semi-finished
s?eelpt‘duetsissnedo- 20 Jaausry 1979 resulling iw grant of duty exemp-
tion without any valid legal sanction during the period 20 January 1979
to 8 April 1979. The Committee had desired that an effective system.
should be devised for drafting and scratiny of mefifications particularly im
the case of exemption notifications which are issued under the extra-ordi-
nary powers vested in the executive for grant of exemption from levy of
duties specified and approved by Parliament. The Committee note that
the Ministries of Finamce and Law, Justice and Company Affairs (Legis-
lative Department) have since issued mecessary instructions to all the conm-
cerned officers and field formations enjoining them to exercise extreme care
and scrutinise critically all exemption notifications o aveid any ambiguity
or chances of misinterpretation. The Committee would like to emphasise
that while it is essential for both the Ministries to .exercise extreme care
at the time of drafting and vetting of such notifications, it is equally neces--
sary that a system of regular feedback from the Collectarates is encouraged
so that the lacunae, if any, stil found in sactual implementation, could be
quickly removed. The Committee, therefore, desire that this aspect of
administratien of the Excise Act should be constantly watched at the
Board Jevel.

Frequen; amendments to various notifications
(. No. 8—Para 1.25)

1.9 Commenting upon the practice of issuing frequent amendments to
various notifications, -th¢ Committee had in para 1.25 recommended as
follows: —

“I was brought to notice in the course of discussions held with
the Customs and Central Excise authorities during study tours:
of the Committe that frequent amendments to the various
notifications lead to lot of confusion and misunderstanding
both to the field formations and the assessees. It was suggest-’
ed that it would be in the interest of both if a revised no-
tification - in its full form is re-issued instead of piece-meal
amendments in short form. The Committee express their ag-
reement with this approach and desire that this course may
hereafter be adopted so as to avoid confusion and ambi--

gaity-” ‘
'1.10 In their Action Taken Note dated 9-7-1982, the Ministry of
Finance (Department of Revenue) have stated: —
“Government have given considerable thought to the recommen-
dation that when a notification has to ‘be amended, a revis-
‘ed nofification in its full form should be issued instead ' of
making “piecemeal amendments”.
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‘Governthent feel that it is not always’ necessaty» ot aven ad\m-
able to issue’ revised notifications”in their full form when-
ever an amendment is to be made, Wnthout reference, to the
nature of the amendment. In many cases, the original notifi--
‘cation could be a lengthy one, whereas the amcndmcnt may
be quite simple. For example, the object of the amendment
may be to modify the rate of duty previously notlﬁed the:
amendment may seek to modify or replace a proviso or an
entry in the schedule to a notification; or the amendment

- may seek to extend the validity of a notification beyond the
previously notified date of validity.

In the instance cited abowe (which are illustrative), it would ap-
pear thay there is  no particular advantage to be gaimed by
issuing the revised notification in its full form. Issuing an
amendment would obviate avoidable scriptory and printing
work, particularly in cases where the original notifications
are lengthy and the amendment simple. Secondly. there is a
_possibility of errors creeping in if a lengthy notification s
re-issued on every occasion when some provision in it has to
be changed. Thirdly, if a lengthy notification is re-issued
with some amendment, the particular amendments being
made, would not get highlighted.

It may be mentioned in this context that with a view to assisting
the public to understand the effect of amending notifications
Government now seck to add an explanatory note to amend-
ing notifications, to bring out the effect of the amendments.

There would certainly be cases where issue of the revised noti-
fications in their entirely would be desirable and necessary:
for instance, where the original notification is very old and
several amendments have already been made; or where the
amendment sought to be mede is very substantial. In such
cases, it would obviously be more advantageous to issue a
fresh notification incorporating all the amendments, including
the one being notified at that point of time.

Government consider that it would be expedient and convenient
to follow the above guidelines in deciding when a fresh noti-
fication should be issued and when it would be preferable
to issuc an amendment.”

1.11 The Committee had in their earlier Report observed that since
frequent amendments to the various notifications lead to ot of confusion
and misunderstanding both among the field formations and the assessees,
it would be in the interest of both the parties if a revised notification in ifs
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‘fllllformmre-isnedhlsteado!pnecemeal amendments in short-form.
‘The Ministry of Finsnce (Department of Revenue) have expressed the
view hat it would mot be advisable to issue revised notification invariably
dm all cases at all times when amendments thereto are issued, e.g. where
the notification itself is very lengthy and the amsendment simply seeks to
Mytheraleofdﬂye& Government consider that it would be expe-
«ient and convenient to follow certain guidelines in deciding when a fresh
notificalion should be issued, i.e. where the original notification is very oid
:and several amendments have already been made there in or where the
-amendment sought to be made is very substantial. Besides, with = view to
-assisting the public in understanding the effect of amending notification, it
has been decided to add an explanatory note to the ameading notification
to bring out the effect of the notification. The Committee trust that these
-guidelines will he followed henceforth in letter and spirit.

Collection of cess under the Beedi Workers Welfare Cess Acl.
(S. No. 21—Paragraph 2.24)

1.12 Commenting upon the inordinate delay in making alternate arr-
angements for the collection of cess under the Beedi Workers Weltare
Cess Act, the Committce had in their earlier Report observed:—

“The collection of cess under the Beedi Workers Welfuare Cess Act
was Rs. 223.50 lakhs in 1977-78 and Rs. 225.00 lakhs in
1978-79. If timely action had been taken to amend the afore-
said Act soop after the abolition of excise quty on unmanu-
factured tobacco with effect from 1st March, 1979, the reve-

.. ue on this account during the years 1979-80, 1980-81 and
1981-82 (til} date) would have been around Rs. § croreg on
the basis of figures of collection during the previous years.
The in-action on the part of the Ministry of Labour in mak-
ing alternative arrangements for the collection of cess meant
for the benefit of nearly 30 lakh workers employed in the
beedi industry in the country has thus resulted in loss of re-
venue to that extent. The Committee, therefore, desire that
the Ministries of Labour and Finance should give fult infor-
mation indicating chronologically the steps taken and why 2
final decision on simple legislative measure could not be tuken
during a period of two and a half ycars. The Committee
would also like to know at what levels the case was held up
in the Ministries, for what periods, the dates on which pro-
posals were considered by the Cabinet and the view taken,

. and. who were the persons responsible for this delay which
has resulted in considerable loss of revenue to the Govern-

. ment.”
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: 1.13 In their Action Faken Note dawd 29-5-1982, the Mmlstry ot
. Labour have stated:—

“It is not cprrect to say that inaction on the part of Ministr_v of

Labour resulted in loss of revenue. A decision was to be
taken for imposing a fresh levy on beedi and this was umder
the consideration of the Government. The Comnfittee has.
sought information with regard to the steps teken, the levcl
at which the case was held up and the dates on which pro-
posals were considered by the Cabinet and other details.

Final decision with regard to questions of legislation are taken by

the Cabinet and the furnishing of information sought by the

" Committee would be prejudicial to the interests of the State

and the proper functioning of public service. Hence in terms
of the second proviso to Rule 270 of the Rules of Procedure
Government regretfully declines to supply neccessary infor-
mation.

As regards the fixation of responsibility, the matter was under

consideration of Government and as such no responsibility
can be fixed on any individual or Department.”

1.14 The Ministry of Fimance (Department of Revenue) in their
Action Taken Notc dated 22-10-1982 have stated:—

“A chart is enclosed indicating chronologically the steps taken in

The

the Ministry of Finance in connection with finalisation of al-
ternative means to collect a cess for the purposes of Beedi
Workers Welfare Fund consequent on the abolition of Cen-
tral Excise duty on unmanufactured tobacco.

question of making alternative arrangements was taken up by
this Ministry with the Ministry of Labour soon after the pre-
sentation of .the 1979 Budget, as may be seen from the
enclosed chart. Before arriving at the decision to impose a
fresh levy on manufactured beedis in lieu of the erstwhile cess
on unmanufactured tobacco, the Ministry of Labour had to
consult the other agencies concerned in Government includ-
ing the Ministry of Finance. After the said decision was taken
by the Ministry of Labour they had to seek Cabinet approval
for the levy and for undertaking legislation for this purpose.”

1.15. The Committee had in their 67th Report (Seventh Lok Sabha)
observed that consequent on the sbolition of duty on unmsnufactured
tobacco w.e.f. 1 March, 1979, the cess leviable on unmanufactured’
tobacco under the Beedi Workers Welfare Cess Act, 1976 could mot be
collected by the Central Excisc Department after that date. At the time-

A}
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of abolition of the said duty in the Budget for 1979-80, it was specifically
‘provided that alternative arrangements would be made for the cellection
of cess leviable under the aforesaid Act. However, on such mrrangements
were made until the date of presentation of the Report in December, 1981
resuiting in non-collection of revenue te the tume of about Rs. 5 crores in
dhe. years 1979-80, 1980-81, 1981-82 (upto December, 1981) meant for
the benefit of nearly 30 lakh workers employed in the beedi industry. It
has been stated by the Ministry of Labour in their reply that g decision
was to be taken for imposing a fresh levy on beedi and this was under the
consideration of Government,

The Committee are not satisfied with the reply of Government. There
is apparenfly no reason why it should have taken three years for Govera-
ment to take a decision in the matter particularly when substantial
revenue loss was involved.

1.16 From the chart furnished by the Ministry of Finance (Depart-
ment of Revenue) indicating chronologically the steps taken to make aiter-
mate arrangements for the collection of cess, the Commiittee find that there
has been inordinate/avoidable delay at various stages. “he Ministry of
Labour took about 10 months to ferward to the Ministry of Finance its
proposals for making provision in the Finance Bill (No. 2) 1980 after it
had received the concurrence of the Ministry of Finance in this regard on
22 Jume, 1979. It took amother year and a quarter for the Ministry of
Labour to forward the draft Bill to the Ministry of Finance after the latter
had conumanicated its decision not to link up the proposal for Jevy of the
cess with the Finance Bill, 1980. As = result of these delays, the amend-
ament could be made effective only from 1 January, 1982. . The Committee
cannot help deprecate the apatby of the Govermment and the leisurely
manner in which they have proceeded to amend such a vital legislation
meant for the welfare of a vulnerable section of the society, They desire
that a suitable procedure should be evolved for expeditious disposal of
such cases in future so as to obviate recurrence of delays of the type that
‘bave occurred in the instant case.



CHAFPTER-I

RECDMMENDATIONS/OBSERVATIGNS THAT HAVE BEEN
ACCEPTED BY GOVERNMENT *°

Recommendatmn _

1.23. The present case brings into focus the weaknesses n the system
cxxstmg in the Ministrics of Finance and law for drafting-and scrutiny of
notifications. Although the Ministry of Finance have tried to explain that
the notifications are drafted and checked .at various levels in thdt Ministry
as well as in the Ministry of Law, the instant case clearly shows that
the scrutiny is not done with adequate care. The Committee therefore,
desire that the Ministry of Finance should devise an effective system for
drafing and scrutiny of ‘notifications particularly in the case’ of. exemption
notifications which are issued under the extraordinary powers which vest

in. the executive for grant of exemption from the levy of dutlcs specified
and approved by Parliament.

1.24 Out of the four notifications referred to in the Audit para under
examination the Committee find that one notification, i.e. No. 235/77
dated 15-7-77 was not free from ambiguity. Under this amending notifi-
tatiod 'a set-off ‘of duty of Rs. 330/- per metric tonne was allowed on
semi-finished steel products (tariff item 26AA) against the effective rates
of duty of Rs. 175 per metric tonne for “rails and sleeper bars™ and
Rs. 200 per metric tonne for ‘“‘steel castings”. This notification did not
make it clear whether in the case of “rails and sleeper bars” and *‘stecl
castings” the set-off would be limited to the effective rates of duty or
would be allowed at the rate of Rs. 330 per metric tonne. The Com-
mittee are not satisfied with the reply of the Ministry that “since the
amount of duty reduction spelt out in this proviso (as amended on
15-7-77) was more than or ecqual to the rates of duty specified in
the Table annexed to notification -No. 152/77-CE the effect was to
grant full duty cxemption to the products in question.” Equally unsatis-
factory is the reply thas the reduction in duty was so specified to
make it applicable to the semi/products manufactured by integrated steel
plants and mini steel plants “as a matter of convenience”. This again
shows that adequate care was not cxercised at various levels in the
Ministry of Finance as well as the Ministry of Law in the drafting of
notifications. The Committec would like these observations to be brought
to the notice of all concerned so that issue of faulty or ambiguous noti-
fications as has happened in the present case is obviated.

¥S. Nos. 6 & 7 of Appendix XI—Paras 1.23 & 1.24 of 67th Report of
PAC (7th Lok Sabhay.]

9
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Action Taken

In para 1.23 and 1.24 of the said report, the PAC had desired the
Ministry of Finance to devise an effective system for drafting and scru-
tiny of notification, particularly in the case of exemption notifications,
with a view to avoiding faulty and embiguous notifications. The Board
have considered the system of drafting and scrutiny of notifications and
suitable instructions have been issued to the various officers in the Tech-
nical sections of the Board’s office and also the field officers including
Directors of Inspection, Director of Audit and Director of Publication.
The Officers in the Technical sections have been impressed upon to see
that necessary care is exercised at the appropriate level before the noti-
fication is sent to the Law Ministry and after it is received back from
the Law Ministry. The field officers have also been advised to subject
each notification issued by the Ministry to critical scrutiny and, if any
discrepancy is found, it should be brought to the notice of the Minis-
try so that corrective action is taken immediately. Copies of instruc-
tions to the Collectors/Directors and various technical sections of the
Board’s office are enclosed. (Annexure, A and B).

[Min. of Finance (Deptt. of Revenue) O.M. No. 234/1A/82-CX7
Dated 29-10-82))



ANNEXURE A
A. K. BANDYOPADHYAY
MEMBER (CX)

D.O. F. No. 139/5/82-CX-4
GOVERNMENT OF INDIA
Ministry of Finance
(Department of Revenue)

New Delhi, the 11th August, 1982
My dear

Ip my different letier 1o you I have been emphasising the need for
feedback of information so that appropriate action can be taken by us
before hand. Nevertheless, it has generally been seen that the Collectors
have not been supplying the feedback information to the Ministry/Board
on the various instructions/notifications issued by the Ministry/Board
This is particularly so in the case of notifications which grant exemp-
tion of concessional rate of duty. The PAC has also noticed in the case
of one notification that none of the Collectors had pointed out to the
Board the omission or discrepancy in the notification. It is emphasised
that each and every notification/instruction issued by the Ministry/Board
should be critically examined by the Collectors/Directors with a view
to ensuring that there is no mistake, omission or discrepancy in the
notification. I, would, therefore. like you to examine all notifications/
instructiong issued by the Board critically and if any mistake, omission or
discrepancy is found it should immcdiately be brought to the notice of
the Board so that corrective action, if any could be taken in time. I
am confident, you will realisc the importance of the matter and evolve a
machinery in your charge for such scrutiny.

Pleasc acknowledge reccipt of the letter.
Yours sincerely,
Sd/- A. K. Bandyopadnyay

Shri

Collector of Central Fxcise
Shri

Director of Audit (Cus. & C.E.)
Shri

Dircctor of Inspection (Cus. & C.E.)
Shri

Dircctor of Publication (Cus. & C.E.)

11
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ANNEXURE B

F. No. 139/5/82-CX-4
GOVERNMENT OF INDIA
Ministry of Finance
(Department of Revcnue)

New Delhi, the 11th August, 1982.
OFFICE MEMORANDUM

The PAC in their 67th Report (1981-82) had occasion to observe
that the present system of drafting and checking the notifications bring
into focus the weaknesses in the system existing in the Ministries of Fin-
ance and Law for drafting and scrutiny of notifications. The Committee
bad also desired the Ministry of Finance to devise an effective system
for drafting and scrutiny of the notifications, particutarly in the case of
exemption notifications which are issued under the extra-ordinary powers
vesting in the executive for grant of exemption from levy of duties
specified and approved by Parliament, The system of drafting and
scrutiny of notifications has since been reviewed with a view to ensuring
that the notifications truly reflect the intentions behind them. All concern-
ed are, therefore, requested to follow the following procedure laid down,
apart from other precautions already being taken:—

(1) The notifications should normally be scen at the level of
Deputy Secretary before it is sent to Law Ministry for vet-
ting.

(2) Even where notifications have to be issued as a matter of
urgency, every care should be taken in drafting the notifi-
cation and the related papers to avoid any possibility — of
error.

(3) After receiving the notification from the Law Ministry, pavii-
cularly where the draft has undergone amendment in  the
process of vetting, it may bc fully checked aguin by the
officer over whose signature the notification is issued before
being sent for publication.

Sd/- J. R. Nebhoria
Under Secretary to Govt of India-
To,
All Dy, Secretaries, Under Secretaries,
Section Officers in technical sections of the Board’s Office.

12
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Recommendation

It was brought to notice in the course of discussions held with the
Customs and Centra] Excise authorities during study tours of the Com-
mittee that frequent amendments to the various notifications lead to lot
of confusion and misunderstanding both to he field formations and the
assessees. It was suggested that it would be in the interest of both if
a revised notification in its full form is re-issued instead of piece-meal
amendments in short form. The Committee express their agreement with

this approach amd desire that this course may hereafter be adopted so as
to avoid confusion and ambiguity.

[S. No. 8 of Appendix XI—Pary 1.25 of 67th Report of PAC
(7th Lok Sabha)].

Actioa 'Taken

Government have given considerable thought to the recommendation
thay when a notification has to be amended, a revised notification in
its full form should be issued instead of making “piecemeal amendmeats”™,

2. Government fee] that it is not always necessary or even advisable
to issue revised notifications in their full form whenever an amendment
is to be made, without reference, to the nature of the amendment. In
many cases, the original notification could be a lengthy one, whereas the
amendment may be quite simple. For example, the object of the amend-
ment may be to modify the rate of duty previously notified; the amend-
ment may scck to modify or replace a proviso or an entry in the sche-
dule to a notification; or the amendment may seek to extend the vali-
dity of a notification beyond the previously notified date of validity-

In the instance citcd above (which are illustrative), it would appear
that there is no particular advantage to be gained by issuing the revised
notification in jts full form. Issuing an amendment would obviate avoid-
able scriptory and printing work, particularly in cases where the original
notifications are lengthy and the amendment simple. Secondly, there is a
possibility of errors creeping in if a lengthy notification is re-issued on
every occasion when some provision in it has to be changed. Thirdly,
if a lengthy notification is re-issued with some amendment, the par-
ticular amendments being made, would not get highlighted.

It may be mentioned in this conlext that with a view to assisting
the public to understand the effect of amending notifications Govern-
ment now seek to add an explanatory note to amending notifications, to
bring out the effect of the amendments.

There would certainly be cases where issue of the revised notifica-
tions in their entirety would be desirable and necessary; for instance,



14

where the original notification is very old and several amendmentg have
already been made; or where the amendment sought to be made is very
substantial. In such cases, it would obviously be more advantageous to

issas @ fresh notification incorporating all the amendments, including
the one being notified at that point of time. ”

5’.. Government consider that it would be expedient and convenieat
to follow the above guidelines in deciding when a fresh notification

should be issued and when it would be preferable to issue an amend-
ment.

[Ministry of Finance (Deptt. of Revenue) O.M. No. 234|1A|82-CX7
' dated 9-7-82]

Recommendation

1.39. As early as in 1946, on the recommendation of the Public
Accounts Committee, the Government had vide their O.M. dated 26-4-46
ptescribed a time limit of six weeks for the Departments to send rep-
lies to Audit in respect of the draft paragraphs proposed for inclusion
in the Reports of the Comptroller and Auditor General of India which
are laid before Parliament every year. The instructions contained in the
OM. dated 26-4-1946 were reiterated in a Ministry of Finance (Depart-
ment of Expenditure) O.M. dated 3-6-1960. In spite of these instruc-
tions, the Ministry of Finance (Deptt. of Revenue) erroncously inform-
ed - the Committec that “No time limit appears to have been prescribed
by the Government.” The Chairman, Centra] Board of Excise and Cus-
toms and Member (Excise), however, conceded during evidence that
“in the replies that we had sent to the Committee earlicr we were not
aware of these ingtructions issued by the Ministry of Finance which is
rather an omission on our part”. and that “It is very unfortunate that
when this reply was sent by our office, the person concerned completely

lost sight of the instructions issued by the Finance Ministry, which pres-
cribed a time-limit of six wecks.”

1.40. The Committee must express their displeasure over the fact that
the officers of the Centra] Board of Ex¢ise and Customs at the time of
sending reply to the Committee, were unaware of the aforesaid instruc-
tions issued by the Ministry of Finance itself and this resulted in S}lp}?\y
of totally incorrect information to the Committec. The conclusion is in-
evitable that adequate care is not being exercised by the officers at
various levels in the Ministry of Finance in scrutinising the replies before
submission to the Committee. The Committee would like suitable instruc-
tions to be issued to all concerned emphasising upon them the ?ced for
exercising utmost care while furnishing information to the Committec.
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1.41. The Committee find that out of 285 draft Audit paras relating
to the Central Excise Department which had been sent to the Ministry
of Finance between 17-5-1980 and 1-10-1980 and were propesed for
inclusion in the Audit Report for 1979-80, reply to only one para was
supplied within the prescribed time-limit of six weeks. Replies to' as many
as 68 paras were sent after more than six months and replies to 92
paras had not been sent at all till 24-10-1981 je. the date on which
officials of the Ministry appeared before the Committee to give evideace
This reflects badly on the functioning of the Miaistry.

1.42. The Committee have considered at some length the submissions
made by the Chairman, CBE&C, and the Member (Excise) while explain-
ing the reasons for such delays. It was stated that in most of the
cases infarmation was required to be collected from more than one Col-
lectorate who io turn had to get detailed particulars from their field
offices. The statement containing the particulars for 33 oases furnished to
the Committee indicates that the replies from the Collectorate were ig
most cases received by the Board between 2 to 4 months. In this con-
pection the Committee woyld like te point out that drafy Audit paras
do not emerge suddenly but are based on the information gathered duripg
test audit and therefore all the papers and correspondence are readily
available with the CQllectpra_les or their field offices. There is therefore,
no reason why report regarding facts mentioned in the draft paras can-
not be sent to the Board immediately after the receipt of draft paras.
It is obvious that adequate impartance is mot givea by the Collector-
ates for expediting replies to draft paras referred to them. The Com-
mittee desire that the Board should while sending the draft paras to the
Collectorates give a definite date by which replies should be received by
the Board and it should be the responsibility of the Cellector concerned

to ensure that the requisite information is actually collected and fur-
nished to the Board by the due date.

1.43. The particulars of 33 cases furnished to the Committee also -
dicate that on receipt of information from the Collectorates the time
taken in processing the cases in the Board's office and in sending rep-
lies to Audit generally varies between 3 to 6 months and even more
in some cases. It is therefore, clear that considerable delays take place
in the office of the Board itself in processing the cases. The Committes
do not consider such delays as unavoidable. What js evident is that
some neglect has been shown by the officers responsible for processing
the cases. The Committee recommend that thete should be a proper
managemen; and monitoring system in the Department so that delays oc-

curring in the office of the Board as also in the Collectorates are elimi-
nated. '
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1.44. A submission was made before the Committee that sometimes
on receipt of replies from the Collectorates, it became necessary to call
for expert technical opinion and in certain cases iavolving legal issues
the opinion of the Ministry of Law was called for. From a perusal of the
statement of 33 cases furnished to the Committee it is seen that tech-
nical opinion was called for in two cases and legal opinion in one case
only. In such cases, if the required technical or legal opinion was mot
received within the prescribed time limit, the proper course would have
been to inform the Audit of this fact. instead of withholding the reply.

The Committee desire that suitable instructions should be issued in this
regard.

1.45. At present the draft Audit paras are invariably sent by the
Board to the Collector or Collector concerned for furnished the requir-
ed information. There is usually some correspondence between the Col-
lectcrates and the Audit offices before any draft para is finalised by the
Comptroller and Auditor General of India for inclusion in the Audit
Report but such correspondence is not passed on to the Board. As a
result, it may not often be possible for thc Board to reply to Audit
without first collecting the relevant information from the Collectorates. The
Committce would suggest that a system should be evolved requiring the
Collectorates to furnish copies of correspondence with the Audijt offices
to the Board concurrenily. When a draft para js received, it should
be possible for the Board to finalise its reply as far as possible on the
basis of such correspondence and reference to the Colectorates should
be nccessary only in unavoidable cases. It should also be possible to
reduce inter-departmenial references within the Board's office or referen-
ces to the Collectorates in cases where the issues could be convenicntly

sorted out during periodical meetings between the Members of the
Board and the Collectors.

1.46. The Reports of the Comptroller and Auditor General of india
are laid before Parliament during Budget Session every year. These Re-
ports are therefore finalised by the Office of the C&AG and got printed
according to a prescribed time schedule. The Chairman of the Central
Board of Excise and Customs stated during evidence before the Com-
mittee that the prescribed time limit of six weeks for sending replies to
draft Audit paras is not enough. In this conncction, the Committce
would like to point out that the office of the C&AG takes into account
the replies received from the Board even in there are marginal delays.
However, there can be no justification for inordinate delays as have
been brought out in the foregoing paragraphs and it is in the interest
of the Central Bxcise Department itse¥ to ensure that replies are
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sent in time and the Department’s views as also verified facts are in-
variably incorporated in the Audijt Report before it is fimalised for pre-
sentation to Parliament and for consideration by the Committce there-

[S. No. 9 to 16 of (Appendix XI) Paras 1.39 to 1.44 and 1.46 of
67th Report of PAC (7th Lok Sabha)].

Action Taken

With reference to the aforesaid recommendations/observations, it may
be stated that action to send the replies to the DAPs expeditiously has
already been taken. The DAPs are taken up for discussions at the Tariff
Conferences some of which were attended by the representatives of the
C&AG’s office. As far as possible references to other sections are avoided.
In so far as it becomes necessary to obtain opinion of the technical
experts or of thc Ministry of Law, in such cases Audit is suitably in-
formed and reply is not with-held. While furnishing the DAPs to the
concerned Collectors, they are asked to submit their replies by due date
so fixed. Indeed as a result of all these steps, it has been possible to
furnish replics to nearly all the DAPs featured in the Audit Report for
the year 1980-81 of the C&AG of India on the Central Excise side.

[Ministry of Finance (Deptt. of Revenue) O.M. No. 234/1A/82-CX7
dated 24-6-82]

Recommendation

Prior to 1st March, 1979 cess leviablc on unmanufactured tobacco
under the Becdi Workers Welfare Cess Act, 1976 was being collected
by the Customs and Central Excise Department with effect from 1st March
1979, Central Excise Duty on such tobacco was abolished and accord-
ing to the budget instructions, alternative arrangement was tovbc made
for the collection of cess leviable under the aforesaid Act. As would be
seen from the foregoing Act. As would be seen from the foregoing para-
graph, there has been inordinate delay by Government in making alter-
native arrangements for collection of this cess, so such so that no ar-
rangement have been made so far.

[S. No. 19 of Appendix XI Para 19 of 67th Report of PAC
(7th Lok Sabha)]

Action Taken

In so far as Ministry of Finance is concerned, the matter is under active

consideration and a reply will follow shortly.
M. of Finance (Deptt. of Revenue) OM. F. No. 234/1/82-CX-7
dated 24-6-82].
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Action Taken

The Beedi Workers Welfare Cess Amendment Act, 1981 has since
been enacted and a cess has been levied on manufactured beedis at 10
paise per thousand beedis with effect from Ist January, 1982. Copies of
the Act and Notifications ,(Annexures 1 & 1I) issued thereunder are en-
closed. The alternative arrangement as envisaged in the Act and Notifica-
tion has to undergo the process of decision making in the Government.

[Ministry of Labour O.M. No. FS-23011{1[79-MV. Dated 29-5-82]



ANNEXURE 1

MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS
(Legislative Department)

New Delhi, the 16th December, 1981|Agrahayana 25, 1903 (Saka)

The following Act of Parliament received the assent of the President

on the 15th December, 1981, and is hereby published for general infor-
mation:—

THE BEEDI WORKERS WELFARE CESS (AMENDMENT) ACT,
1981

No. 47 of 1981

(15th December, 1981)
An Act to amend the Beedi Workers Welfare Cess Act, 1976

BE it engcted by Parliament in the Thirty-second Year of the Republic
of India as follows:—

»

|. Short tithe mad cohun:ncengent—-—(l) This Act may be called the
Beedi Workers Welfare Cess (Amendment) Act. 1981.

(2) It shall comc into force on such date as the Central Government
may. by notification m the Official Gazette, appoint.

2. Amendment of long title —In the Beedi Workers Welfare Cess Act,
1976 (56 of 1976) (hereinafter referred to as the principal Act), in the long

title, for the words ““tobacco issued for the manufacture of beedi”. the words
“manufactured beedis’ =hall be substituted

3. Amendment of section 2.—In section 2 of the principal

Act  after
clause (b). the following clause shall be inserted. namely:—

“(¢) words and expressions used but not defined in this Act and
defined in the Central Excises and Salt Act, 1944 (1 of 1944),

shall have the meanings respectivelv assigned to them in that
Act.”

4. Suabstitution of new section for Section 3.—For section 3 of the
principal Act. the following section shall be substituted, namely:—

“3. Levy and collection of cess on manugfactured beedis.—(1) With
eftect from such date as the €entral Government may, by noti-
fication in the Official Gazette, appoint, there shall be levied

19
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and collected by way of cess for the purpose of the Beedi
Workers Welfare Fund Act 1976 (62 of 1976), a duty of
excise on manufactured beedis at such rate which shall not
be less than ten paise or more than fifty paise per thousand
manufactured beedis, as the Central Government, may, from
time to time, fix by notification in the Official Gazette.

(2) The duty of excise levied under sub-section (1) shall be in
addition to any cess or duty leviable on manufactured beedis
(whether spelt as such or as biris or in any other manner)
under any law for the time being in force”.

5. Insertion of mew section 3A.—After section 3 of the principal Act,
the following section shall be inserted, namely:—

“3A. Application of Act 1 of 1944 to cess.—The provisions of
the Central Excise and Salt Act, 1944 or the rules thereunder,
including those relating to refunds and exemption from duty,
as in force from time to time shall, so far as may be, apply
in relation to the levy, collection and refund of, or exemption
from, cess under this Act, as they apply in relation to the
levy, collection and refund of, or exemption from, duties of
excise in respect of manufactured biris under that Act”.

6. Amendment of Section 7.—In section 7 of the principal Act, in sub-
section (2), clause (a) shall be omitted.

R. V. S. PERI SASTRI

Secy. to the Govt. of India.



ANNEXURE 11
, MINISTRY OF LABOUR

NOTIFICATIONS

New Delhi, the 19th December, 1981

‘G.S.R. 669(E).—In exercise of the powers conferred by section 3A of
the Beedi Workers Cess Act, 1976 (56 of 1976) the Central Government
hereby exempts, from the levy and collection of cess under section 3 of
the said Act, manufactured beedis which are wholly exempt from the duty
of excise leviable thereon under the Central Excises and Salt Act, 1944
(1 of 1944), vide notification of the Government of India in the Ministry
of Finance No. 83/80-CE dated 19th June, 1980 published at page 611

of the Gazette of India, Extraordinary GSR 330(E), dated 19th June,
1980 in Part II-Sec. 3—Sub-section (i).

(No. S$-23011{1{79-M.V.)

GS.R. 670(E).—In exercise of the powers conferred by sub-section (1)
of section 3 of the Beedi Workers Welfare Cess Act, 1976 (56 of 1976),
the Central Government hereby fixes the rate of 10 paise per thousand of
manufactured beedis, as the rate at which the duty of excise shall be levied

and collected by way of cess for the pu-poses of the Beedi Workers Welfare
Fund Act, 1976 (62 of 1976) with effect from 1st January, 1982.

(No. S-23011{1]79-M.V.)

G.S.R. 671(F).—In exercise of the powers conferred by sub-section
(1) of scction 1 of the Beedi Workers Welfare Cess (Amendment) Act, 1981
(47 of 1981), the Central Government hereby appoints the 1st day of
January, 1982 as the date on which the said Act shall come in*o force.

(No. $-23011]1{79-M.V.)
R. K. A. SUBRAHMANYA, Addl. Secy.

Recommendation

In this connection it is seen that in April, 1980, the Comptroller and
Auditor General of India had asked the Ministry of Finance to intimate

whether any alternative arrangements had been made for the collection of
cess after the abolition of excise duty on unmanufactured tobacco with
effect from 1 March, 1979. No reply was sent to Audit for over one
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year and it was only in May 1981 i.e. after the Audit Report for 1979-80
was laid before Parliament that the Ministry of Finance replied to Audit
that the Ministry of Labour was examining the possibility of collection of
cess through alternative means. The Committee fail to understand why
the Ministry of Finance dealt with the audit enquiry of April, 1980 in
such a casual manner. The Committee would like the Ministry to evolve
a system so as to ensure that audit enquiries are replied to promptly.

[S.0. 22 of Appendiv XI—Para 2.25 of 67th Report of PAC (7th L.S)]
Action Taken
A procedure by which audit gperies are replied to promptly is bejpg
evolved and will be shown to the audit before the same is finalised.

[M. of Finance (Deptt. of Revenue) OM. F. No. 234/1/82{CX7
dt. 24-6-82].




CHAPTER 1l

RECOMMENDATIONS AND OBSERVATIONS WHICH THE COM-
MITTEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE
REPLIES RECEIVED FROM GOVERNMENT

Recommendation

1.18 Under notification No. 152|77-CE dated 18-6-1977 certain irom
or steel products falling under tariff item 26AA of the Central Excise
Tariff were allowed duty exemption at the prescribed rate. Under the
fourth proviso to this notification, a further duty exemption was allowed to
certain specified products manufactured with the aid of electric furnace.
The fourth proviso was amended by another wnotification No. 235|77
dated 15-7-1977 which had the effect of giving full duty exemption to
those products. By another notification No. 15|79 dated 20-1-1979, one
more category of raw materials was added to the fourth proviso but the
substantive part of the notification regarding rate of exemption from duty
was omitted. Thus, legally no duty exemption was permissible with effect
from 20-1-1979.

1.22. The Committee have been informed that 58 units in 20 Collec-
torates availed of duty exemptions amounting to Rs. 4.11 crores although
in the eye of law the notification dated 20 January, 1979 did not confer
any duly exemption. Although all the Collectorates were aware of the
notification dated 20-1-1979 it is surprising that no Collectorate disallowed
the duty exemption or cared to draw thc attention of the Board at any
point of time to the missing operative part of the notification at any time
between 20-1-1979 and 8-4-1979 during-which period duty exemption was
allowed although there was no legal sanction for it. The Committee must
point out that there was a failure on the part of the Collectors also who
allowed duty exemption without noticing the actual provisions of the
notification.

[S. Nos. 1 & 5 of Appendix XI

Para 1.18 & 1.22 of 67th Report of
P.A.C. (7th LS)].

Action Taken

Vide Ministry’s letter F.No. 139|2|78-CX. 4 dated 19-2-1979 (Appen-
dix VI of the Report) the implications of notification No. 15]|79-CE and
f6[79CE both dated 20-1-79 were explained to the Collectors. In para
3 of the aforesaid létter, it has been explained that notifications No. 237|75
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dated 9-12-75, 148|77-CE, 149|77-CE, 152|77-CE and 153|77-CE all
dated 18-6-77 have been amended vide notification No. 15|79-CE dated
20-1-79 in order to extend the duty concession thereunder in: respect of
steel ingots and iron and steel products mentioned in the respective noti-
fications and manufactured from skull scrap and cunners and risers arising
in the course of manufacture of steel ingots with aid of electric furnace in
combination with the other materials already specified in the said potifica-
tions. It appears that the Collectors were guided by the above instructions
while allowing exemption in respect of steel ingots and iron and steel pro-
ducts specified in the above notifications, although the substantive provision
relating to duty exemption were missing in notification No. 15/79-CE.

[M. of Finance (Deptt, of Revenue) O.M. F. No. 234{1A|82-CX 7
dated 14-3-83]

Recommendation

1.19. When Audit pointed out this glaring omission, the Ministry of
Finance did not admit the audit objection and took the plea that the sub-
stantive part of the notification appears to have been in-advertently omit-
ted while substituting the fourth proviso by notification No. 1579 dated
20-1-1979, and since otherwise the substituted proviso will have no mean-
ing and will become redundant, it has to be harmoniously construed in
the light of the intention of the Government. In the opinion of the Com-
mittee, the arguments given by the Ministry do not hold good as in such
matters one has to go by the wording used in the notification. As per
judgements given by the various courts in interpreting a taxing statute one
has to look merely at what is clearly said. There is no presumption as to
tax. Nothing is to be read in, nothing is to be implied. There are several
cases where the licences have taken advantage of the plain meaning of the
notifications and the Courts have given|pronounced judgements in their fav-
our overlooking the intentions of the Government.

1.20. The representative of the Ministry of Law admitted during evid
ence before the Committee that “If you on by the literal interpretation
then the proviso has no meaning; it has no legal validity.” Taking also
into consideration the case law regarding interpretation of taxing statutes,
the Committee are not pursuaded with the plea now put forward by the
Ministry that the intention of the Government was to give exemption or
that the notification dated 20-1-1979 has to be harmoniously construed
in the light of the intention of the Government. In a note dated 3rd
December, 1981, subsequently submitted to the Committee, the Ministry
of law also referred to certain case law to the effect that the Courts have -
some times used Parliamentary debates as external aids to interpretation
of statutes. This case law is also clear on the point that in interpreting
a taxing statute the intention of the legislature has to be gathered primarily
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from the language of the statute itself and no external evidence such as
parliamentary debates. Reports of the Committee of the legislature, or
even the statement made by the Minister on the introduction of the measure,
or by the framers of the Act, is admissible to construe those words, It
is only when the language used is capable of more than one meaning that
external aids could be used to resolve the ambiguity; it is not for the Court
to supply the language which is not there. In any event in the present
case the subject of interpretation is not a statute, but a notification issued
in exercise of the dclegated powers of the executive, and the Ministry of
Finance have not pointed out any particular contemporaneous external
evidence like the Ministers, statement of parliamentary debate, which
could be used to ascertain what is now stated to have been the true inten-
tion of the Government. In fact the subject proviso was totally deleted
within a very short period thereafter, i.e. on 9-4-1979, formally withdraw-
ing the concession. '

{S. No. 2 & 3 of Appendix XI Para 1.19 & 1.20 of 67th Report of PAC
- (7th L.S.)]

Action Taken

The intention of the Government was to allow the existing duty con-
cession in respect of the iron and Steel products mentioned in the notifica-
tions No. 148/77-CE, 149|77-CE, 152|77-CE and 153|77-CE all dated
18-6-77, if such iron and steel products are manufactured from skull scrap
and runmers and risers in the course of manufacture of steel ingots with
the aid of clectric furnance in combination with materials mentioned in
the said notifications. In the Ministry’s letter F. No. 139/2!78-CX-4 dated
19th Feb.. 1979. this intention of the Government has been explained.

2. The Ministry of Law was consulted and a copy of the advice received
is enclosed (Annexure).

3. The matter, as suggested by the Law  Ministry, has been examnied
with reference to the provisions of Section 11 of the Central Excises and
Salt Act, 1944. From rcports received from the Collectors it appears
that the practice generally prevalant during the period 20-1-79 and 8-4-79
was to continue to give the benefit of the exemption and not to recover
the duty on the effective statutory rate. Accordingly having regard to the
aforesaid generally prevalent practice, Government have decided to make
an appropriate direction in exercise of their powers under the aforesaid
section 11-C.

[M. of Finance (Deptt. of Revenue) O.M.F. No. 234|1|82|CX7
dated 14-3-83]



ANNEXURE
F. No, 139]2/78-CX-4
NOTES IN THE MINISTRY OF LAW
(Department of Legal Affairs)
Advice (B) Section

The defect in the Notification is that the provisio is incompleté- The
portion which should have provided for the exemption is not there in the

proviso. There has thus been an inadvertent omission. The question
as to what is the effect of this defect. :

2. A literal interpretation of the proviso, as it has appeared in the

notification, would be that it conveys no meaning and that it is, therefore,
ambiguous.

»

3. Where a statutory provision has ambiguity, the court will endeavour
to remove the ambiguity. In the case of the present proviso, as the operative
portion relating to the exemption is missing, prima facie, it would be diffi-
. cult for the Court to remove the ambiguity. The Courts may take the view

that the purpose of the proviso is to provudc for soine exception or exemp-
tion as is clear from the word “provided” occurring at the beginning of
the proviso. The Court may require the Government to remove the am-
biguity. In the present case since the proviso has been operated upon and
understood both the Department and the trade as providing for a particular
type of exemption, the Court may, following the practice adopted by the
Department and the trade, remove the ambiguity by holding that the proviso ’
is intended to and has the effcct of providing for a type of exemption which
has actually been given by the Department and enjoyed by the trade. The
court would be disinclined to uphold the Department’s claim for rccovering
the duty on the technical basis that the proviso is incomplete. An alter-
native course which the court may adopt would be to draw the attention
of the Government to the provisions of Section 11C of the Central Excises
and Salt Act, 1944 and suggest to the Department to regularise the matter.
Our conclusion, therefore, is that in the unlikely event of the proviso coming
up for construction before the court, the court would endeavour to construe
it in accordance with the uniform practice followed as to its scope.

Sd/- (P.K. KARTHA)
Joint Secretary & Legal Adviser
M. of Finance (Deptt. of Revenue) (CX-4 Section)
MiLaw U.O.No. 25523/81-Ad. B Section dt. 15-10-1981.
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Recommendation
What is most surprising is the fact that although the notification issued
on 20-1-1979 did not provide for any duty exemption to the specified pro-
‘ducts, the Central Board of Excise and Customs wrote to its field offices
saying that the exemption was to be allowed to those products. From
the evidence on record, it is evident that the Board at no time considered
the question of rectification of the omission. The Committee would
therefore like the Ministry to give full information as to how the mistake

‘occurred, when and at what levels it came to notice in the Board’s office
if, at all and why no action was taken to rectify the omission,

[S. No, 4 of Appendix XI Para 1.21 of 67th Report of PAC
(7th Lok Sabha)]
Action Taken

It appears that at the time of drafting of the amending notification No.
15/79 dated 20-1-79 the substantive part of the fourth proviso in noti-

fication No. 152/77-CE dated 18-6-77 was missed due to the oversight
of all concerned. ‘

2. In the wake of Government’s decision on the policies of Iron and
Steel Products, certain changes were made in the excise duties. In this
context it was decided to withdraw the full exemption from excise duty
.applicable till then to steel ingots and semi-finished steel products me-
nufactured by minj steel (electric furnace) plants. Accordingly notification

No. 161/79 on 9-4-79 was issued omitting the fourth proviso in notifica-
tion No. 152/77-CE dated 18th June, 1977.

3. The omission relating to the proviso in Notification No. 152|77
dated 18-6-77 was pointed out by some of the Collectors of Central
Excise. The first such reference was received from Collector of Central
Excise Ahmedabad in May, 1979. By that time, the proviso in question

in notification No. 152/77-CE dated 18-6-1977 had already been omit-
ted, as mentioned above. 'y

[Ministry of Finance (Deptt. of Revenue) O.M. No, 234/1A/82-CX-7
‘ dated 14-3-83]
Recommendation '

The Committee find that on 9 March, 1979 the Legal Adviser to the
Ministry of Labour had advise that no cess as contemplated under the
provisions of the Beedi Workers Welfare Cess Act, 1976 could be levied
or collected with effect from 1 March, 1979 consequent on the abolition
of excise duty on unmanufactured tobacco with effect from 1 March,
1979. Explaining the delay since March, 1979 in making alternative art-
angements for collection of the cess, the Secretary, Ministry of Labour
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stated before the Committee during evidence that the Ministry was ad-
vised to- wait till the Finance, Bill wads enacted and latér the Lok
Sabha was dissolved and the Cabinet Secretariat had advised that ‘no po-
licy decision should be taken, pending genera] election. He further stated
that Government was thinking whether there should be cess on beedi er
grant-in-aid could be given to the Beedi Workers Welfare Fund. The
reasons put forwarded by the Ministry for the delay are not satisfactory.
General election to Lok Sabha was held in January, 1980. If nothing was
decided till then, the Committee see no reason, why a decision could not
be taken soon after the election in January, 1980. The responsibility for
this delay must squarely lie on the Ministry of Labour which, in the view
‘'of - the Committee, showed little concern in a matter where revenue
worth crores of rupees per annum was involved. It is also evident that
only after the Audit parag was selected by the Committee for examina-
tion, the Ministry of Labour took steps to expedite the matter and in-
ttoduce an amending Bill in Parliamen¢ in September, 1981 for levying
and collection of cess on manufactured beedis.

[S. No. 20 of Appendix XI Para 2.23 of 67th Report of PAC

(7th Lok Sabha)]
o
Action Taken

 In so far as Ministry of Finance is concerned, the matter is under
active consideration and a reply will follow shortly.

[Ministry of Finance (Deptt. of Revenue) O.M. No. 234/1/82-CX-7
dated 24-6-82].

Action Taken

Levy of the cess on beedi being a matter of policy was not left
entirely to the Ministry of Labour to decide. The Ministry of Labour
has initiated action to levy cess on beedi soon after it was decided to
discontinue the excise duty on tobacco which made it impossible to collect
the cess on tobacco under the existing legal provisions. The matter was
under consideration of the Government since then. It is not correct to
say that the Ministry of Labour took steps to expedite the matter only
after the audit para was selected by the Committee.

[Ministry of Labour O.M. No, F.S.—23011/1/79-MV dated 29-5-82]



CHAPTER IV

RECOMMENDATIONS AND OBSERVATIONS - WHICH _HAVE
NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH
REQUIRE REITERATION
Recommendation
. The collection of cess under the Beedi Workers Welfare Cess Act was
Rs. 223.50 lakhs in 1977-78 and Rs. 225.00 lakhs in 1978-79. If timely
-action had been taken to amend the aforesaid Act soon after the aboli-
tion of excise duty on unmanufactured tobacco with effect from 1st March,
1979, the revenue on this accounts during the years 1979-80, 1980-81 and
1981-82 (till date) would have been around Rs. 5 crores, on the basis
of figures of collection during the previous years. The in-action on the
part of the Ministry of Labour in making alternative arrangements for the
.collection of cess meant for the benefit of necarly 30 lakh workers em-
ploved in the beedi industry in the countrv has thus resulted in loss of
‘revenue to that extent. The Committee therefore, desires that the Ministries
of Labour and Finance should give full information indicating chronolo-
gically the steps taken and why a final decision on a simple legislative
measure could not be taken during a period of two and'a half vear.
The Committee would also like to know at what levels the case was held
up in the Ministries, for what periods, the dates on which proposals
were considered by the Cabinet and the view taken, and who were the
persons responsible for this delay which has resulted in considerable loss

of revenue to the Government.

[S. No. 21 of Appendix XI—Para 2.24 of the 67th Report of PAC
‘ ‘ (7th Lok Sabha)]

Action Taken

A chart is enclosed (Annexure) indicating chronologically the steps
taken in the Ministry of Finance in connection with finalisation of alter-
native means to collect a cess for the purposes of Beedi Workers Wel-
fare Fund consequent on the obolition of Central Excise duty on manu-

factured tobacco.

The question of making alternative arrangements was taken up by
this Ministry with the Ministry of Labour soon after the presentation .of
the 1979 Budget, as may be seen from the enclosed chart. Before a‘rny-
ing at the decision to impose a fresh levy on manufactured beedis n
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lieu of the erstwhile cess on unmanufactured tobacco, the Ministry of
labour ‘had to consult the .other agencies concerned in Government in-
cluding the Ministry of Finance. After the said decision was taken by the

Ministry of Labour they had to seek Cabinet approval for the levy and
for undertaking legislation- for this purpose.

[Ministry of Finance Deptt. of Revenue O.M. No. 234/1/82-CX7
dated 22-10-82].

Actioa Taken

It is not correct to say that inaction on the part of Ministry of
Labour resulted in loss of revenue. A decision was to be taken for im-

posing a fresh levy on beedi and this was under the consideration of
the Government.

The Committee has sought information with regard to the steps taken,
the level at which the case was held up and the dates on which pro-
.posals were considered by the Cabinet and other details.

Final decision with regard to questions of legislation are taken by the
Cabinet and the furnishing of information sought by the Committee would
be prejudicial to the interests of the State and the proper functioning of
public service. Hence in terms of the second proviso to Rule 270 of the
Rules of Procedure, Government regretfully declines to supply necessary
information. As regards the fixation of responsibility, the matter was un-
der consideration of Government and as such no responsibility can be
fixed on any individual or Department.

[Ministry of Labour OM. No. F.S. 23011/1 /'79-MV dated 29-5-82].



28-2-1979

28-2-1979

- 3-3-1979
2-4-1979
18-4-79

1-6-1979
8-6-1979
22-6-1979

3-4-1980

24-4-1980

15-5-1980

5-9-1981

11-9-1981
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Charl indicating shronologically steps taken in the Ministry of Finance
(Department of Revenue) for finatising alernative measures to collect & ccss
Jor the pruposes o* Biri Worker’s Welfare Fund.

Finance Bill, 1979 wasintroduced in the Lok Sabha. Unmanufactured
tobacco was exempted from the levy of excise duty with effect
from 1-3-1979.

Ministry of Labour were infomed of the decision of Government
to exempt unmanufactured tobacco and requested to make alter~
native arrangements for the levy and collection of a cess or
a suitable alternative for the welfare of biri workers.

A mecting was held under the Chairmenship of Minister of state
for Labour & Parliamentary Affairs to discuss the implications
of the Budget proposals on the welfure set up for biri workers.

A draft note for the Cabinet regarding zlternative arrapgcmcn“
for financing the welfare fund for biri workers was received from
the Ministry of Labour.

Ministry of Labour were requested to defer the proposals contained
in the draft cabinet note till the enactment of the Finance Bill,

1979.

Concurrence of the Ministry of Finznce to the draft Cabinet note
wuas conveyed to the Ministry of Labour.

A revised draft Cabinet note wzs reccived from Ministry of Labour
for concurrence by the Ministry of Finance.

Concurrence of the Ministry of Finance to the revised draft Cabinet-
note was conveyed to the Ministry of Labour.

A meeting was held between the officials of the Ministry of Finance
and Ministry of Labour to discuss allocation of funds for the Biri
Workers Welfare Fund.

A proposal was received from Ministry of Labour to make a pro-
vision in the Finance Bill (No. 2) 1980 to enable collection of
cess for financing the Biri Worker’s Welfare Fund.

It was decided in the Ministry of Finance not to link up the proposals
for a levy of a cess for the Biri Worker’s Welfare fund with the
Finance Bill (2), 1980.This decision was communicated to

the Ministry of Labour in June, 1980.

Draft bill for amending the Biri Workers Welfare Cess Act, 1976
was received from Ministry of Labour for concurrence.

Comments of the Department of Revenue on the draft Bill were
sent to the Ministry of Labour.
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CHAPTER V

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
GOVERNMENT HAVE FURNISHED INTERIM REPLIES.

Recommendation

1.51. As per instructions issued by the Ministry of Finance (Depart-
ment of Revenue and Expenditure) in a letter dated 6-1-1955, files re-
quired by Audit Officers are to be readily made available to them and
“secret” or “top secret” files should be sent personally to the Accountant
General or the head of the Audit Office who would then deal with it in
accordance with the standing instructions for the handling and custody
of such documents. These instructions were reiteriated in a letter dated
23-9-1978 issued by the Ministry of Finance (Department of Economic
Affairs). ’

1.52. Budget files are as per practice treated as secret till the time
of presentation of the budget but whether such files continue to re-
main ‘“‘secret” even after the presentation of budget is a matter which
needs to be reviewed. The Chairman, Central Board of Excise and Cus-
toms seemed to suggest during evidence that such files may contain in-
formation which continues to be secret even after the presentation of the
budget. The instructions issued on 6-1-1955 as also on 23-9-78 apply to
all files including “secret” and “top secret” files and do not thus exclude
budget files. Therefore after the presentation of the budget even such files
cannot be withheld from Audit in cases where Audit specifically requires
their production. The Committee would strongly urge upon the Ministry
of Finance that these instructions should be observed in letter as well
as in spirit. ‘

[S. Nos. 17 & 18 of Appendix XI Paras 1.51 and 1.52 of 67th Report of
PAC (7th Lok Sabha)]

Action Taken
The matter is under consideration and the reply will follow later.
Further Action Taken
The matter is still under consideration.

[Ministry of Finance (Deptt. of Revenue) O.M. F. No. 234|1A|82-
CX7 dated 18-3-1983].

New DELHI; SATISH AGARWAL
TApril 5, 1983 | Chairman,
Chaitra 15, 1905 (S) Public Accounts Committee.
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Appendix

Conclusions|Recommendations

S. No. Para No. Ministry/Dep2rtment
' Concerned

Conclusions/Recommendations

4

1. 1.4 M/G Finance (Department of
Revenue)

2. 108 (i) M/c Finance (Department of
Revenue, (ii) M/o Law, Justice and
company Affairs Legislative Department)

The 67th Report of the Public Accounts Committee was presented to
the House on 24 December, 1981. The Committee find that the Ministry
of Fimance have, even after a lapse of as many as 14 months, failed
to furnish final replies to two recommendations (S. Nos. 17 and 18).
The Committee expect that the Ministry would endeavour in future to
furnish the action taken notes within the stipulated period of six months.

L]

The Committee had in their 67th Report (December 1981) taken a
serious view of the fact that adequate care was not exercised at various
levels in the Ministry of Finance as wel] as the Ministry of Law in the
drafting of a notification regarding set off of duty on semi-finished steel
products issued on 20 January 1979 resulting in grant of duty exemp-
tion without any valid legal sanction during the period 20 January 1979
to 8 April, 1979. The Committee had desired that an effective system
should be devised for drafting and scrutiny of notifications particularly in
the case of exemption notifications which are issued under the extra-
ordinary powers vested in the executive for grant of exemption from levy

17
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3. 1.11 M/o Finance (Department of
- Revenue) .

of dutis specified and approved by Parliament. The Committee note that
the Ministries of Finance and Law, Justice and Company Affairs (Legis-
lative Department) have since issued necessary instructions to all the con-
cerned officers and field formations enjoining them to exercise extreme
case and scrutinise critically all exemption notifications to avoid any am-
biguity or chances of misinterpretation. The Committee would like to
emphasise that while it is essential for both the Ministries to exercise
exteeme care at the time of drafting and vetting of such notifications, it
is equally necessary that a system of regular feedback from the Collec-
torates is encouraged so that the lacunae, if any, still found in actua] im-
plementation, could be quickly removed. The Committee, therefore, desire
that this aspect of administration of the Excise Act should be constantly
watched at the Board level.

The Committee had in their earlier Report observed that since frequent
amendments to the varioug notifications lead to lot of confusion and mis-
understanding both among the field formations and the assessees, it would
be in the interest of both the parties if a revised notification in its full
form is re-issued instead of piece-meal amendments in short-form. The
Ministry of Finance (Department of Revenue) have expressed the view
that it would not be advisable to issue revised notification invariably
in all cases at all times when amendments thereto are issued, e.g. where
the notification itself is very lengthy and the amendment simply seeks to
modify the rate of duty etc. Government consider that it would be ex-
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4. 1.15 M/o Finance (Departfnent of
Revenue)

pedient and convenient to follow certain guidelines in deciding when a
fresh notification should be issued, i.e. where the original notification
is very old and several amendments have already been made therein or

where the amendment sought to be made is very substantial. Besides,

with a view to assisting the public in understanding the effect of amend-
ing notification, it has been decided to add an explamatory note to the
amending notification to bring out the effect of the notification. The
Committee trust that these guidelines will be followed henceforth in letter

~ and spirit.

#

The Committee had in their 67th Report (Seventh Lok Sabha) obser-

ved that comsequent on the abolition of duty on unmanufactured tobacco
w.e.f. 1 March, 1979, the cess leviable on unmanufactured tobacco

under the Beedi Workers Welfare Cess Act, 1976 could not be collected
by-the General Excise Department after that date. At the time of abo-

lition “of the said duty in the Budget for” 1979-80, jt was specifically
provided that alternative arrangements would be made for the collection
of cess leviable under the aforesaid Act. However, no such arrange-
ments were made until the date of presentation of the Report in Decem-
ber, 1981 resulting in non-collection of revenue to the tune of about Rs.
5 croses in the years 1979-80, 1980-81, 1981-82 (upto December, 1981
mcant for the benefit of nearly 30 lakh workers employed in the beedi indus-
try. It has been stated by the Ministry of Labour in their reply that
a decision was to be taken for imposing a fresh levy on beedi and  this

'was under the consideration of Government.

St
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5. 1.6 M/o Finance (Department of
Revenue)

The Committee are not satisfied with the reply of Government, There
is apparently no reason why it should have taken three years for Gov-
ernment to take a decision in the matter particularly when substantial
revenue loss was involved.

From the chart furnished by the Ministry of Finance (Department of
Revenue) indicating chronologically the steps taken to make alternate ar-
rangements for the collection of cess the Committee find that there has

‘been inordinate/avoidable delay at various stages. The Ministry of Labour

took about 10 months to forward to the ministry of Finance its -proposals
for making provision in the Finance Bill (No. 2) 1980 after it had receiv-
ed the concurrence of the Ministry of Finance in this regard on 22 June,
1979. It took another year and a quarter for the Ministry of Labour
to forward the draft Bill to the Ministry of Finance after the latter had
communicated its decision not to link up the proposal for levy of the cess
with the Finance Bill, 1980. As a result of these delays, the amend-
ment could be made effective only from 1 January, 1982. The Committee
cannot help deprecate the apathy of the Government and the leisurely man-
ner in which they have proceeded to amend such a vital legislation meant
for the welfare of a vulnerable section of the society. They desire that a
suitable procedure should be evolved for expeditious disposal of such
cases in future so as to obviate recurrence of delays of the type that
have occurred in the instant case.

N
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PART 11

MINUTES OF THE 69TH SITTING OF THE PUBLIC ACCOUNTS
COMMITTEE (1982-83) HELD ON 31-3-83.

The Committee sat from 1500 to 1800 hrs.

50, Parliament House, New Delhi.
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Shri Ram Singh Yadav
Dr. Sankata Prasad

Smt. Pratibha Singh
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Shri Nirmal Chatterjee
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Shri T. R. Krishnamachari—Joint Secretary
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Shri K. K. Sharma—Senior Finaricial Committee Officer.
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3. The Committee then considered and adopted the following draft

Reports without any modifications:—
* * * ‘ * *

(ii) Draft Report on action taken on the 67th Report of PAG
(7th Lok Sabha) — Union Excise Duties — Semi finished
stee] products and Beedi Workers Welfare Cess.

4, The Committee authorised the Chairman to incorporate such modi--
fications as may be necessary, in the light of factual verification of thé:
aforesaid Reports by Audit.

The Committee then adjourned.
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