
HUNDRED AND FORTIETH REPORT 

PUBLIC ACCOUNTS COMMITTEE 
' ' 

(1982-83) 

(SEVENTH LOK SABHA) 

UNION EXCISE DUTIES 

SBMI-FINlSHBD STEEL PRODUCTS AND BEBDI 
WORKERS WEI .. F ARE CESS 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE) 

[Action Taken on 67th Report (Seventh Lok Sabha)J 

>·~v ·. 
}·,.:, ,.,., 

Presented in Lok Sabha on .. , .... . 
Laid in Ra.iva Sabha on . ...... . 

LOK SABHA SECRETARIAT 
NEW DELHI 

April, 1983/Chaitra~ 190~(S) 
Price : Rs I. 8,5 



~OF At.rnfORISED AGENTS FOR THE SALE OF LOK SABH .. , 
SECRETARIAT PUBLICATIONS ' 

S1 
No.. 

Name of Agenl A l.(!Dcy s I. Name of Agenr Agency 
No. 

I. 

l. 

ANDHRAPRADESH 

Andl)ra Unt\'c:rslly General 
Cooplllrauve Stores Ltd .. 
Wahatr (VJsakhapatnam) 

G.R. LakshnupathY ~hetty 
and Sons. General Mer-
chams aud N <."ws 1\ gl·nt s. 
Newpet. Chandrag1n, 
Chmoor Dtstnct. 

ASSAM 

J. Western· Book Oepor, Pan 
Hazar. Gauha11. 

BIHAR 

).. .-"nnar Kitab Ghar, Posr 
Box 7fl. Otagooal RoaJ. 
Jamsbedpur. 

GUJARAT 

J. ViJBY S1ores, Sralson Road, 
A nard. 

'· Tht New Ortter B(lok 
Company Elhs Bndgc. 
A hmt'.Jabad-~ 

HARYP.N~ 

7 Mh. Prabhu Book St r' tct, 
('.;a.J Sub7urumdt. Gurgaon, 
I HarYIUla, 

MADHYA PRADESH 

IJ Mndern Book House. Shtv 
\'tlas Palace. Indore Ory. 

MAHARASHTRA 

9 M/s Sundcrdas G1anchand 
.J 001. G1rgaum Road. Ncar 

Pnn~!OS Stre-et. BombaY-2 

·~· The lnternatJonal ·soo~ 

II 

~ 

-

Housl'" (PnvaleJ L 1mred 
«-~ Ash Lanr:, Mara1 rna 
c ,andh• Road, Bombay- I 

Thr lnrernatronal 
"erv' cc 1.J~ . ..:an 
khana Poona-c 

Bool 
(,ym. 

No. No 

94 

7 

... 

6 

ll 

-
12. Charles Lambert & Com-

pany, 101, Mahatma 
Gandhi Road, Opposne 
Clock Tower, Fort, 
Bombay. 

13. The Currenr Book House, 
Maruri Lant', Raghunath 
Dadap Srn:ct, Bombay- I. 

14. Deccan Book Srall. Fer-

16 

17 

guson Coll<."ge Road, 
Poon'l-4. 

M/s. Usha Book Dr:pot. 
t;,8<;./A. Chtra Razar Khan 
Hou~e. Gtrgaum Ro.W, 
Bombay-2 B.R. 

MYSORE 

M /s. Peork~ H,•ok Hou~e. 
Opp. jaganmuha11 l'afa,·.:-. 
Mysorr- 1 

RAJASTHAN 

lr.r,,r-m,llton Cl·nirt 
CiP\Crnmer>r of R<t,a,rh<Jn 
Trtp•>lt<>. Jatpur Cnv 

UTTAR {'KADI:S H 

1~ Swa!--11~ lndu~111al \X',•rk\ 

19 

10 

}1. 

<,<J. llol• l.,t ret" I /\-\<."nut 
C11> 

Law Boo~ Company_ 
~ardar Pall" I Mar~. 
A II a h:~oac'- 1 

WEST BENGAL 

Granrhaloka. ~11. Amh•ca 
Mookht:r,t"t" Koad fkJ. 
ghana. l4 Pargana~ 

W Newman & Company 
Ud 3. 01,1 Court Hou'r 
Srreer. Cakull a 

Frrma K.L. Mul<hopadhvay. 
6/1/\. Banchharam Akrur 

Lane. CaJL·ut t a 12 

M. ~- Multht:rll Book lfouH 
liB. Duff Lan ... , CaJcurra-f. 

JO 

lfl 

I I 

1(, 

• 



CUAAIGENDA Tv 14QTH REPORT vF THl: PAC 
(7TH LO~ SABHA) 

Page P ar,J LinP 
-~ 

For Re .. :-:l 

6 1.11 9 there in therein 
8 1.15 3 un no 

33 Col.3 l M/G M/o 
33 Col. 2 3 108 1.8 
34 Col.4 1 dutis duties 
34 c J 4 0 ". 5 case care 
35 Col.4 14 General Central 
36 Col.2 1 1.6 1.16 



OQNTEN'I'S 

CoJIPOS1TIOH ott THE PoBuc AccoUN'I'S Cot.Om"I"D 

lN'I'aOtmeriOH 

C~W"TU I 

CaAPI'BR n 

CttAJ>TD m 

CHAPTD V 

APPDIDIX 

Rq>ort • • • • • 
Recommendations and obkrvatione that have bt~n ac-

ceptecl by Government. 

R.eeommendations and observations which tM CoiMDittt>e 
do not desire to pW"SUe in the light of the replies received 
from Govenunen t. • • • • • • • 

Recommendations and oblervationa repliu to which ha\'e 
not been accepted by the Committee and which require 
reiteration. • • • • • • • • 

Recommendations and oblervations in ~et of which 
Govern~ t have furnished in terbn l'q)lin. • • . 

Conclusions and Rec:omtaendations. • • 
P.uTU 

Minutes of the sitting of the Public Accounts Committee 

PMa 

(iii) 

(v) 

I 

held on 31 March, 1g83. • • • • • • 3? 

66 I.S.-1 ( 'I· ,. ·• r· 
' ... ' ~ ·-· ., ~ . 



PUBLIC AOCOUNTS COMMITTEE 
(1982·83) 

CHAIRMAN 

Shri Satish Agarwal 

MEMBERS 

LoK SABHA 

2. Shri Chitm Basu 
3. Smt. Vidyavati Chaturvedi 
4. Shrj C. T. Dhandapani 
5. Shri G. L. Dogra 
6- Shri Bhiku Ram Jain 
7. Shri K. Lakk.appa 
8. Shri Mahavir Prasad 
9. Shri Sunil Maitm 

1 o. Shri Dhanik Lal Mandai 
11. Shri J amilur Rahman 
12. Shri Uttam Rathod 
13. Shri Harish Rawat 
14. Shri G. N arsimha Reddy 
15. Shri Ram Singh Yad'Elv 

RA.lYA SABHA 

16. Dr. Sankata Prasad 
17- Smt. Pratibha Singh 
18. Shri Syed Rehmat Ali 
19. Shri B. Satyanarayan Reddy 
20. Shri Kalyan Roy 
21· Shri Ni.rmal Chatterjee 
22. Shri A. P. Janardhanam 

SECRETARIAT 

1. Shri T. R. Krishnamachari-loint Secrettll'y 

2. Shrl K. C. Rastogi--Chi~ Finl111CUJl ~ 
3. Shri lt. IC. Sharma.-Senior Fi1JtlnCIDl Commitlee Ollar 

(Jii) 



INTROOUCfiON 

I, ·the Chairman of Public Accounts Committee, do present on their 
behelf this Hundred and Fortieth Report on action taken by Government 
on the recommendations of the Public Accoun~ Committee contained in 
their Sixty~Seventh Report (Seventh Lok Sabha) on Union Excise Duties 
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.e-f. 1 March, 
!979 no alternate arltlngements 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..S2 ( upto 
December, 1981) meant for the benefit of nearly. 30 lakh workers etn-
ployed in the Beedi industry. There has been inordinate/avoidable deJoay 
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 tbat 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 Jot of confusion and misunderstanding 
both to field fonnations 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 iD-
fonned the 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 several amendments 
have already been Ilh1de 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 notifiootion. 

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 notificat.ioD to avoid eny ambiguity or chances of 
misinterpretation. The Committee have emphasised the need for a system 
lot repar feed-back &om the Collectors to remove the lacunae, if any. 
fowxi in actual implemeata.tion. 

S. The Committee considere4 and ooopted this Report at their sitting 
held on 31 March, 1983. Mmutes of the sitting form Part ll of the. 
Report. 

6. For facility of re_ference 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 \11 the Appendix to the Report. 

7. The Committee place on record their appreciation of the essistance 
readered to thea in the matter by the Oftice of the Comptrolter and 

- Auditor General of India. 

NEW DELHI; 

April s, 1983 
Chait1-ct lS, 1905 (S) 

SATISH AGARWAL 
ChAirman, 

Public Accotmts Committee. 



CHAPTER I 

REPORT 

1.1 This Report of the Committee deals with the 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 2.4 I 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. 

L2 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 hpve been categorised as follows:-

( i) lleoommendations and observatipns 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 
Govemn\ent. -
S. Nos. 1, 2, 3, 4, 5 and 20. 

(iii) R.ecomm.endations 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 

· ·:· · t.3 With regard to the Committee's recommendations at Serial Nos. 
t 'I am 18 (Paras t . 51 and t . 52), the Ministry have stated ( 18 March~ 
1~9~) :......_ 

"The matter is still under consideration." 

· 1:4 Tile 67th Report of the Public Accouats Committee was presen-
ted to tbe HOUSe oo 24 Dece~r, 1981. The CoiJIIIIlttee fiDel dlat the 
MIDistry of FiMace have, even after a lapse of as DIBDY as 14 months, 



2 
hied to,.... 1aa1 replies to two recone enhtiOIIS (S. Nos. 17 _.11). 
ne CoaaaiUee expect -- tile MiDbtry would e ....... ba ....... .. 
_.... the acdoa takea DOtes wltltba tile sdpulated period of llx --· 

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

Drafting and scrutiny of notifications 

(S. Nos. 6 & 1-Paras 1.23 & 1.24) 

1.5 Commenting on the lack of care in the drafting and scrutiny of 
notifications for duty exemption from Central Excise duties, the Com-
mi_ttee in paras l. 23 and 1. 24 of their 67th Rcpon observed:-

" 1.23 The present case brings into focus the weaknesses in the 
system existing in the Ministries Qf 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 
sh-ows that the scrutiny is not done with adequate care. The 
Committee, therefore, desire that the Ministry of Fi.mlnce 
should deviSt; 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 executive for grant of exemption from the Jevy of 
duties specified and approved by Parl;ament. 

1.24 Out of the four notifioations referred to in the Audit Para 
under examination the Committee filld 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 ol Rs. 330 
per metric_ toone was allowed on semi-finished steel products 
(tariff item 26AA) against the effective rates of duty of Rs. 
175 per metric tone for "raiJs -and sleeper bars" and Rs. 200 
per metric tonne for "steel castings". This notiication did 
not make it clear whethe.r in the case of "rails and s1~r 

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. 3 30 per metric tonne. The Committee are not !,atisfied 
with the reply of the Ministry toot "since the amount 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 annexed to notification No. 152/77-CE the ~tfect 
was to grant full duty exemption to the products in question." 
Equally un~o,atisfactory is the reply that the reduction in duty 
was so specified to make it gppli.cable to the semi/products 
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manufactured by integrated steel plants and mini-steel plants 
''8$ ~ ~ JllilttCr .•of conv"niCnce." This, again·· <sho\vs that a~e .. 

· , qilate t:Me , W\lS · .not exercised at .nrious levels'- itt- the ·Mi~~Ai· 
try of F~ance .as well as the Ministry of Law in the draftmg 
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 happened 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 I . 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, particulerly 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 
Technical ·sections of the Board's office alld 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 •.tt 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 encJosed. (Appendix I and I I)'' . 

1.7 The Ministry of Law, Justiee & Company Affairs, Legislative De-
partment in their Action Taken Note dated 16 December, 1982 have 
intimated: 

"As desired the observations of the C.ommittee conhlined in the 
above paragraphs have been brought to the notice of all con-
cerned. Besides, suitable instructions in the matter have been 
issued for further guidance to all the Legislative Coum;els 
and other concerned Officers and Sections in the Legislative 

J)epartment including the Official Languages Wing vide Cir-
cular No. F. 34(2)/82-WSU dated 21st September. 1982 
( AppencJix III)." 

1.8 De CoiiUIIittee had in tbeir 67th Report (December 1981) cake~~ 
a seriOUS 'flew of die fact dud adeq..ae care was 110t exercised at 'f&riOIM 
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•• ia:tlae Milliatry or wmaace· • we1 • 111e •ntllry or Law 1a .,. 
•111 1 ol • aafk•tioa · .Rp .. iet-etl of .tlbfi ·.oa ~ 
steel preduds Jss.ed .. lO .... ....,.- 1979 Je8UIIuc ht .... of daly .. .,. 
~ wia.e.t ..,. vaiW ................ the perlocl 20 January 1979 
to 8 Aa-fl 1979. The Coan&lli«ee W desired tW • effectiw systea 
sbould. be fle•ile4 for dnftiBg 8Dd sca'!lliay of aefifica8oas particularly ia 
the case of exemption .notifications which 81'e issued uader file extra-ordi-
nary powers vested in the executive for gnmt of exemption from le-.y ~ 
duties specified and apptoved by Parliament. ·n.e Committee note tbllt-
the Ministries of Fiaaace sad Law, Justice aDd Company Affairs (Legis-
lative Departtneot) bave since issued a.ecessary instrucdons to all the coa-
cemed officers Blld field formations enjoiaing them to exe~ise extreme care· 
and scrutinise critically all exemptioe notifieatious to awid •Y ambiguity 
or ch&xes af misinterpretation. The Committee wOIIId like to emphasise 
that while it is esse.atial for both tile Millilstries to . U:ei'C~ extreme care 
at the time of drafting and vetting of sudt nodfi.cations, it is equaly neceso-· 
sary that a system of regular feeclba£k from tbe Colledllates is encouraged 
so tbat the lacunae, if aay, stiR fouad in act.~ blpl~iiDl'zttitn, coulcl be 
quickly FeJIIQved. Tile Committee, therefore, desire ._. tlliis· Mpeet of-
acJminilh'aCiea. of the Excise Act should be coastautly watehed at the· 
Board level. 

Frequent amendments to various notifications 
(S. No. g..:_para 1.25) 

1.9 Commenting upon the practice of issuing frequent amendments to 
various notifications,- the Committee had in para 1. 25 recommended as 
foJJows:-

''lt was brought to aotice in the course cl. discussions held with 
the Customs an-d Central Excise authorities during study tours: 
of the Committe that frequent amendments to the various 
notifications lead to Jot of confusion and m.isunderst.~~ng_ 
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-
tifit:ation · in its full form is · re-issued instead of piece-meal 
amendments in short· fortli. The Committee express their ag-
reement with this approach and desire that tftis course m:1y 
hereafter be adopted so as to avoid coofusion and ambi--
gaity ... 

1.1 0 In their Action Taken Not~- .dat~ 9~ 7---19 8~ tbe -Ministry of 
Fi~ance (Department of Revenue) have sro.ted:-

''Governmcnt have given considerable thought to the reco~en-
' dation that when a notification has to be amen~ed, a r~~is- . 

. ed notification in its full form should . be issued instead or 
making "piecemeal amendments". 



s 
Oavermbent feet that it ii not. a~~ys·,·.~~sa.?~. o!'i ~veu' ·ad~;.s.; 

. · ab'le to iSsue ' revised nottficauons In t}letr full form, when-. 
ever' ah amendment is to be made, 'Wit hoot reference~ to the· 
nature o!. the amendment. 1n many cases, the ori&in3I notifi-
cation could be a lengthy one, whereas the amend~t . may 
be quite simple. For example, the object of the ap~endment 
may be . to modify the rate of duty previously notified; the· 
amendment may seek to modify or replace a proviso or an 
entry iu tbe schedule to a notificatioa; or the amen9.ment 

·. may seek to extend the validity of a notification beyond the 
pre:viously notified date of validity. . 

In the instance cited above (which are illustrative), it would ap--
pear that there is no particular advantage to be gamed 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 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 particular amendments being 
made. would not get ~lighted. 

It may be mentioned in this context that with a view to assisting 
the public to understand the effect of amending notifications 
Govcmme~t .now seek to 'add an explanatory note to amend-
ing notifiC'ations, to bring out the effect of the amendments. 

There would certainly be cases. where issue of. the revised noti-
fications in taeir 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 made 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 notifi.ed 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 end when it would be preferable-
to issue an amendment." 

1.11 The Committee had in their earlier Report observed that since 
frequeat amemfJneads to fhe various DOtiftcadoM Jeat1 to Jot of C6ilfwiolt 
and misunderstanding both among fbe fieJd formations 1111111 the assessees, 
it would be in the interest of both the parties if a revised notlftcadon In I& 
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W fora is re-illsaed instead of piece-meal, a.meudllleats lD shod-form. 
De Millistry of FiDaace (Departme.Dt of Reveaue) llllve expressed tltiD 
'\'lew . e.t it would 110t· be .. Wvtsable to issue revised DOdfieaf1oa mvariaWy 
• aU c-=s at all dmes wileD ameatlme.ats tbereto are issaecl, e.g. wllete' 
tile ~a itseJ is very lengdly and the ~Dclalent sbaply seeks to 
OIIIOdly · · tlie fate of duty· •· Govel'lllllen.t CQIISider ll8t it would be expe-
<CIIelit aad <oa:ftaient to folow certain. guidelines in deddiJia .....-. a fnsb 
nOti&ca&oa should be-~~. i.e. where· the origiaal notification is ve.ry aN 
:aad several ~ have already bieen made there iD or where die 
:amelldmtut sought to be made· is very substantial. Besides, with a view to 
·assistiag the public in 1111derstanding tbe effect of ameadiag notification, it 
bas beea d«i*cl to add an explanatory note to the ame.nding nodfic:atio11 
to briDg out the effect of the motificatioa. The Committee trust tbat these 
picleliaes wiD he followed henceforth in letter and spirit. 

Collection of cess undt•r the Beeci; Workers Welfare Cess Act. 

(S. No. 21-Paragrap/z 2.24) 

1.12 Commenting upon the inordinate delay in making alternate Jrr-
·~ngements for the collection of cess under the Beedi Workers Welfare 
"Cess Act, the Committee had in their earlier Report observed:-

.. The collection of cess under the Beedi Workers Welf~1rc Cess Act 
was Rs. 223.50 lakhs in 1977-78 and Rs. 225.00 Jakhs in 
1978-79. If timely action had been taken to amend the afore-
said Act soo11 after the abolition of excise 4.~;~ty on unmanu-
fact.urcd tobacco with effect from 1st March, 1979, the rev~ 
nue on this account during the yoors 1979-80, 1980-81 and 
1 981-82 (till. date) would have been around Rs. .5 crores on 
the basis of figures of oollection 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 benefh of nearly 30 lakh workecs employed in the 
beedi industry in the country I'Kls thus resulted in Joss of ~­
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 a 
final decision on simple legislative measure could not be taker. 
during a period of two and oa half years. 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 Cab;net and the view taken, 

" af!d_ whq w~rc. the persons t:esponsible. for this. delay whic:t\ 
has resultec:J in considerable loss of revenue to the Govern-
ment." 
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1.13 In th~ir Action Teken Note dated 29·S-198Z, the ~try of: 
. Labour have stated:--

"It is not cprrect to say that inaction on the part of Ministry of 
Labour resulted in loss of revenue. A decision was to be 
taken for imposing 8 fresh levy on beedi and this was UDder 
the consideration of the Government. The Conurlittee has. 
sought infonnation with regard to the steps t.lken, the level 
at which the case was held up and the dates on which pro-
posals were considered by the Cabinet and other detai1s. 

Final decision with regard to questions of legislation are taken by 
the Cabinet aDd 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 infor-
mation. 

As regards the fixation of responsibility, the matter was under 
consideration of Government and as such no responsibmty 
can be fixed on any individual or Department." 

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

" A chart is enclosed indicating chronologically the steps taken in 
the Ministcy of Finance in connection with finalisation of al-
ternative means to collect a cess for the purposes of Beed.i-
Workers Welfare Fund consequent on the abolition of Cen-
tml Excise duty on unmanufactured tobacco. 

The 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 ce~c; 
on unmanufactured tobacco, the Ministry of Labour had to 
consult the other agencies concerned in Government includ- ~ 

ing the Ministry of Finance. Mter the said decision was taken 
by the Ministry of Labour they had to seek Cabinet approval 
for the levy and for undermking legislation for this purpose." 

1.15. The Committee bad in tlleir 67111 Report (Seventh Lok Sablaa) 
oiMerved that cousequeat on the aholitioa of daty oa ......,.........,.. 
tobacco w.e.t 1 March, 1979, the eMS leviable oa ....... ......_lllntl. 
tobacco uDder tbe Beedl Workers Welfare Cess Act, 1976 could a IJe. 
~ by the Central Excise Departmeat after that date. At the time· 
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cut alaolitiO• of the said clu&y ia file .......... 1979-10, il .... sped&e•y 
~ that alternatlve &I'I'8JIFIIIeD.ts would be ...-de for tile celledioa 
Of cess leviable u.nder the afoftSBid Act. However, on such a'I'IIJIFIIHIIdB 
were llllde .-dl the •ate of preseutatioa of the Report iD December, 1981 
~ ia J~GDoCollectio. of rewnue to die lmle of about Rs. 5 crores in 
... )'elliS 197t-80, 1910-81, 1981-8% (upto December, 1981) meant for 
the beaefit of aearly 30 lakll workers employed in the beecH industry. It 
lias been stated by the Minisfry of J.Mour In their reply that a decision 
was fo be takea for imposiug a fresh levy 011. beedi anti this was under the 
considendon of Govel'lllllellt. 

The Committee are not satisfied with the reply ol Govemment. There 
is appareufty no reason why it should have taken three years for Gover.n-
ment to take a decision in the matter particularly wl,ten substantial 
revenue loss was involved. 

1.16 From 1he chart furnished by the Ministry of Finance (Depart-
ment of Revenue) iDdicating chronologically fhe steps taken to make alter-
mate arraJ~FmeDts for the cGIIectioa of cess, tbe Committee lind that there 
has beal inordinate/ avoidable delay at various stages. "ibe Mini~try of 
LaiJour took about to months to iOI'Will'd to the Ministry of FiiUlDCe its 
proposals for making provision i.n the FmaJKe Bill (No. 2) 1980 after it 
bad received tbe concurrence of dae Ministry of Fiuoce in tlais regard oo 
%2 Juae, 1979. It took another ye&l' aad a quarter for the Ministry -of 
Labour to fol'W111'd the draft Bill to t'he Ministry of Finance after the latter 
had com.lllicated its decisioa MOt to liak up the proposal for le-vy of tbe 
cess widl the Finaace BiB, 1980. As • result of these delays, the alllnUI-
aalt ~ IJe .ade etleetive only frolll 1 .January, 1982 .. The Committee 
C8allot help deprecate the apaeby of the Govenunent atld the leisurely 
numaer in which lley have proceeded to amen4 such a 'ri.tal legislation 
meat for the welfare of a vulnerable section of the society. Tiley 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 ftlat 
:have occUlTed in the instant case. 



CB4l'I'i'a-U 
~MMENDATIONS/OBSERVATIONS THAT JtA:\)i'BEEN ' 

.· - ACCEPTED BY GOVEkNMENT •'···· ,,-•: 
Recommendation 

. 1.2~ •. T)le. present. case brings inoo focus th~ weaknesses jn the system 
existing in th~ Ministries of Finance and law for drafting.·and scrutiny· of 
notifications. Alth~ugh 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 
1he scrutiny is not done with adequate care. The Committee therefore., 
desiFe that the Ministry of Finance should devise an effective system for 
dr~ing EWd scrutiny of ·notifications particularly in the ·case· of. exemptt6n 
noi.iications which are issued under the extraordinary powers which vest 
in the executive 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 
dfit«t · 15-7-77 was not free from ambiguity. Under this amending notifi-
tntion ·a SC.t.:otf-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 ''steel 
castings" the set-off would be limited to the effective rates of duty or 
would be allowed at t.he rate of Rs. 330 per metric tonne. The Com-
mittee arc 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 equal to the rotes of duty specified in 
the Table annexed to notification ·No. 152/77--CE the effect was to 
grant full duty exemption to the products in question." Equally unsatis-
factory is the reply thai 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 exercised at various levels in the 
Ministry of Finance 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 noti-
fications as has happened in the present case is obviated. 
{S. Nos. 6 & 7 of Appendix XI-Paras 1.23 & 1.2• of 67th Report of 

PAC (7tJt Lok SabRa}'.] 

' 
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Actloll ..... 

Ill para 1 . 23 and 1 . 24 of ·the said re\x>n, the PAC had desired the 
Ministry of Finance to devise an effective system for drafting and scru .. 
tiDy of notification, particulerly 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 notificatioas and 
suitable instructions have been issued to the various officers iD the Tech· 
niall 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 oove 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 'Cmd B). 

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



ANNEXJJ.RE A 
A. K. BANDYOPADHYAY 

MEMBER (CX) 

D.O .. F. No. 139/5/82-CX-4 
GoVERNMENT of' INDIA 

Ministry of Finance 
(Department of Revenue) 

Ne'\\· Delhi, the 11th August, 1982 
My dear 

I~ my different leUer to you I have been emphasising the need fOE 
feedback of information so that appropriate action can be taken by us 
before hJ.nd. 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 concessiona] 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, omisston or discrepancy in the 
notification. I, would, therefore. like you to. examine all notifications/ 
instructions issued by the Board critically and if any mistake, omission or 
discrepancy is found it should immediately be brought to the notice of 
the Board f.O that corrective oction, if any could be taken in time. I 
am confident, you will realise the importance of the matter and evolve a 
machinery in your ch~ugc for such scrutiny. 

Please ackno~lcdgc receipt of the letter. 

Shri 
CoJiector of Central FYci-;._:-

Shri 
Director of Audit (Cu.,. S.: C. E.) 

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

Shri ' 
Director of Public•ation (Cm. & C.E.) 

11 
66 LS.-2. 

Yours sincere] y, 
Sd/- A. K. Bandyopadr,yay 



ANNEXURE B 

F. No. 139j5j82-CX-4 
GoVERNMENT oF INDIA 

Ministry of Finance 
(Department of Revenue) 

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 
he.d also desired the Ministry of Finance to devise an effective system 
for drafting and scrutiny of the notifications, particularly in the case of 
exemption notifications 'fhich 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 ralready being taken:-

To, 

( 1) The notifications should normally be seen 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 shouW be taken in drafting the not!fi-
cation and the related papers to avoid any possibility of 
error. 

(3) After receiving the notification from the Law Ministry, !)3.\"j • 
cularly where the draft has undergone amendment in the 
process of vetting, it may be fully checked again 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. 

AU Dy, Secretaries, Under Secretaries, 
Section Officers in technical sections of the Board's Office. 

12 
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Recommeadatioa 

It was brought to notice in the course of discussions held with the 
Customs and Central 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. tt was suggested that it would be in the interest of both if 
a revised notification in its fulJ form is re-issued instead of piece-meal 
amendments in short form. The Committee express their agreement with 
this approach and desire that this course may hereafter be adopted so as 
to avoid confusion ond ambiguity. 

[S. No. 8 of Appendix Xf-Para 1.25 of 67th Report of PAC 
(7th Lok STihha)]. 

Adio.:J Talen 

Government have given considerable thought to the recommendation 
that when a notifiqttion has to be amended, a revised notification in 
its full form should be issuect instead of making "piecemeal amendmenti". 

2. Government feel 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 seck 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 cited above (which are illustrative), it would appear 
that there is no particular advantage to be gained by issuing the revised 
notification in its full form. Issuing an amendment would obviate avoid-
able scriptory and printing work, particularly in ca'>es where the original 
notifications me lengthy and the amendment simple. Secon<My, 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 context 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, 

·'"" 
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where the original notification is very old and several amendmenta have 
already ~n made; or where the amendment sought to be made is very 
substantial. In such cases, it would obviously be more advantttgeoil5 to 
is!'ile a fresh notification incorporating all the amendments includlnt 
the one being notified at that point of time. , · 

5. Government consider that it would be expedient and e<>Aveuicat 
to follow the above guidelin~ in deciding when a fresh notification 
shoukl be issued and when it would be preferable to issue an amend-
metrt. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 234j1Aj82-CX7 
dated 9-7-82] 

Recommeadati.on 

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 inch~<>ion 
in the Reports of the Comptroller and Auditor General of India which 
are laid before Parliament every year. The instructions contained in the 
O.M. 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) erroneously inform-
ed · the Committee that "No time limit appears to have been prescrjbed 
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 earlier we were not 
aware of these in$tructions issued by the Ministry of Finance which is 
rather an omissio~ on our part". and that ''It is very unfortunat~ that 
when this reply was sent by our office, the person concerned completely 
lost sight of the instructions issued by the Finance Ministry, which prc:>-
cribed a time-limit of six weeks." 

1.40. The Committee must express their displeasure over the fl(lct that 
the officers of the Centra] Board of ExCise 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 supply 
of totally incorrect information to the Committee. The conclusion is in-
evitable that adequate oare is not being exercised by the officers at 
various levels in the Ministry of Finance in scrutinising the replies before 
6Ubmission to the Conunittee. The Committee would like suitable instruc-
tions to be issued to all concerned emphasising upon them the need for 
exercising utmost care whiJe furnishing information to the Committee. 
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1.~1· The ColWJlittee find that oot of 285 draft Audit paras relating 
to the Central Excise Department which had been sent to the Ministry 
of FtnaQce betwe~n 17-5-1980 and 1-10-1980 and were prpposed for 
inclusion in the Audit Report for 1979-80, teply 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 mon~s and repli~ to 92 
paras h~ :QOt been sent at all till 24-10-19 81 i-e. the date on which 
otJicials Qf the Ministry appeared before the CQmm.ittee to pv~ e~dela 
nis re.flects badly on the functioning of the Ministry. 

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 reaso~ for such del~ys. ll was s&ated that in most of ~~ 
case:s information was required ~9 b~ coll~ted ftoin more than one Col-
lact«ate who in t~ ha4 to ~~ de~~led particulars from their ~elfil 
offices. ~ ~t~ment co~~iqs tb~ ~arti~ulara for l3 oases furnished ~ 
the C1ommittee indicates that tfl~ rqlli~ from the Collectorate were iq. 
most cases receiveq by the Boarq between 2 to 4 months. 1n this con-
nectiori the Committee wo~d ~e t~ point out that draft A'Qdit pa~ 
do not ~ sud4eW)' but are })~ m fhe information ptbered durfOg 
~ ~udit and t}lerefo~e all the papers and correa,pondence are readily 
a.v~ ~th the CQllec~r~ or their field offices. There is therefore. 
no reason why report regarding facts mentioned in the draft paras can-
not be ~nt to tbe Board itllllle4iately after the receipt of draft paras. 
It is obvious tl)at adequate im~oe is aot givea by the Chllector-
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 anq it should be the responsibility of the Collector co~rned 
to ensure that the re<juisite 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 ¥1-
dicate that on recei]?t of infonnation from the Collectorates the time 
~n in processing the cases in the Board's office and in sending rep-
lies to Audit generally varies between 3 to 6 months e.nd even more 
in some cases. It is therefore, clear that considerabl~ delays take place 
in tbe office of the Board itself in processing the cases. The Committee 
do not consider such delays as unavoidable. What is evident is th~t 
some neglect has been shown by the officers responsible for processing 
the cases. The Committee recommend that thete should be a pro~r 
management and monitoring system in the Department so that delays oc-
curring in the office of the Board as also in the Collectorates are elitni-
Qpted. 
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1.44. A submission was made before the Committee the.t sometimes 
on receipt of replies from the Collectorates, it became necessary to call 
for expert technical opinion and in certain cases involving legal issues 
the ()pinion 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 t~o cases and legal opinion in one case 
only. In such cases, if the required technical or legal opinion was aot 
received within the prescribed time limit, the proper cou~e 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. 

J .45. At present the draft Audit paras are invariably sent by the 
Board to the Collector or Co11ector concerned for furnished the requir-
ed information. There is usually some correspondence between the Col-
lectC'rates 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 the Board to reply to Audit 
without first collecting the relevant informa~ion from the Collector~tes. The 
Committee would suggest that a system should be evolved requiring the 
Collectoratcs to furnish copies of correspondence with the Audit officl~s 
to the Board concurrently. When a draft para is received, it shou1d 
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 necessary only in unavoidable cases. It should also be possible to 
reduce inter-departmenl.ai references within the Board's office or refere~ ... 
ces to the Collectorates in C(lscs where th~ issues could be conveniently 
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 lndia 
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 all(i 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 connection, the Committee 
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 am be no justification for inordinate delays as have 
been brought out in the foregoing paragraphs and it is in the interest 
<t. tlte Central Excise Department itselt 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 Audh Report before it is finalised for pre-
sentation to Parliament and for consideration by the Committee 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 laken 

With reference to the aforesaid recommendations/obseJ'Vlations, it may 
be stated that action to send the replies to the DAPs expeditiously bas 
already been taken. The DAPs are taken up for discussions at the Tariff 
Conferences some of which were attended by the representatives of thei 
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 the Ministry of Law, in such cases Audit is suitably in-
formed and reply is not with-held. While furnishing the DAPs to the 
concerned Collccwrs, they arc asked to submit their replies by due da!e 
so fixed. Indeed as a result of all these steps, it has been possiele to 
furnish replies to ncmly 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/lA/82-CX? 
dated 24-6-82] 

Recommendation 

Prior to 1st March, 1979 cess leviable on unmanufactured tobacco 
under the Becdi Workers Welfare Cess Act, 1976 was being collect~d 
by the Customs and Central Excise Department with effect from 1st March 
1979, Central Excise Duty on such tobacco w•as abolished and accord-
ing to the budget instructions, alternative arrangement was to be made 
for the collect~on 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 Fimmce is concerned, the matter is under active 
consideration and a reply will follow shortly. 

I'M. of Finance (Deptt. of Revenue) O.M. 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 ~t 10 

paise per thousand beedi~ with effect from 1st January, 1982. Copies of 
~ Act and Notifications • ( Annexures I & II) 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-2301ljlj79-MV. Dated 29-5-82] 



ANNEXURE I 

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

New Delhi, the 16th ~cember, 1981jAgrabayana 25, 1903 (Saka) 

. The following Act of Parliament received the assent of the President 
on tbe 15th December, 1981, and is hereby published for general infor-
mation:-

THE BEEDI WORKERS WELFARE CESS (AMENDMEN1) ACf, 
1981 

No. 47 of 1981 
(15th Decemberl 1981) 

An Act to amend the Beedi Workem Welf;ue '~ ~t, 1976 . . 
BE it eYJJCl,e;{i by ParliaDt:ent in the Thirty-second Year of the Republic 

of l~4i~ as fol)ows:- " 

J. Slat tide _. coa~n~eaee.at-( I) This Act may bie called the 
BecWi Workers Welfare Ces5 (Amendment) Act. 1981. 

(2) It shall come into force on sucb date as the Central Government 
may, by notification in the Official Gaze.tte. appoint. 

2. Amendment of loog 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 
"manufactUTed beedis'' •,;hall be substituted 

3. Amendment of section 2.-Jn sec1ioo 2 of the principal Act. after 
clause (b). the following clause shall be inserted. namcJy:-

•·(c) words and expressions used but not defined in this Act and 
defined in the Central Excises a·nd Salt Act, 1944 (1 of 1 944), 
shall have the meanings respectively aso:.;igned to them in that 
Act.'' 

4. Substitution of new section for Section 3.-For section 3 of tho 
principal Act. the following section shall be substituted, namely:-

"3. Levy aiUI collection of cess on moruljactured beedis.-( 1) With 
effect from such date as the f'entral Government may, by noti-
fication in the Official Gazette, appoint, there shall be levied 

' ' ' 
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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 new 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 tho::;e 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, collecticm and refund of, or exemption 
from, cess under this Act, as they apply in relation to the 
levy, co11ection and refund of, or exemption from, duties of 
excise in respect of manufactured biris under that Act". 

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

R. V. S. PERI SASTRI 
Sery. to the Govf. of India. 



ANNEXURE 11 

MINISTRY OF LABOUR 

NOTIFICATIONS 

New Delhi, the 19th December, 19~ 1 

· G.S.R. 669(E).-In exercise of the powers conferred by Gection 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 11-Sec. 3-Sub-section (i). 

(No. S-2301 1 jlj79-M.V.) 

G.S.R. 670(E).-In exercise of the powers conferred by 5ub-section (1) 
of section 3 of the Beedi Workers Welfare Cess Act, 1976 (56 of 1976), 
the Central Government hereby fixes the rate of 1 0 paise per thoU\Sand 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. 67l(E).-Tn exercise of the powers conferred by sub-section 
(1) of section 1 of t'he 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. S-23011! 1j79-M.V.) 

R. K. A. SUBRAHMANY A, Addl. Secy. 

Recommendatioa 

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 
ces~ after the abolition of excise dutv on unmanufactured tobacco with 
effect from 1 Marcb, 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 wilh the audit enquiry of April, 1980 in 
such a casual manner. The Committee would like the Ministry to ewlve 
a system so as to ensure that audit enquiries are replied to promptly. 

[S.O. 22 of Appendiv XI-Para 2.25 Of 67th Report of PAC (7th L.S)] 

Action Taken 

A proced"Qr~ by whi~h au~it qperies are repli~d tQ ~y ~s ~ 
evolve4 and will ~ shown to the audit before ~~ s~e is ~~sqd. 

[1\f. of Finan.oe (Deptt. of Revenue) O.M. F. No. 234/1/8~~1 
4t. 24-:Ua 1. 



CHAPTER III 

RECOMMENDATIONS AND OBSERVATIONS WHICH THE COM-
MIITEE Do Not DESIRE TO PURSUE IN THE LIGHT OF THE 

REPLIES REOEIVED FROM GOVERNMENT 

RecOIIIIIIeBdatio• 

1.18 Under notification No. 152t77-cE dated 18-6-1977 certain iron 
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 product.G manufactured with the aid of electric furnace. 
The fourth proviso was amended by another notification No. 235J77 
dated 15-7-1977 which had the effect of giving full duty exemption t() 
those products. By another notification No. 15j79 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 Co11ec-
torates availed of duty exemptions amounting to Rs. 4.11 croro:; although 
in the eye of Jaw the notification dated 20 January, 1979 did not confer 
any du~y exemption. Although all the Collectoratcs were aware of the 
n~tification dated 20-1-] 979 it is surprising that no Co1Jectorate disallowed 
the duty exemption or cared to draw the attention of the Board at any 
point of time to the missing operative part of the notification at any time 
between 20-1-1.979 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 L.S.)]. 

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. 15J79-CE and 
i 6j79-cE both dated 20-1-79 were explained to the Collectors. In para 
3 of the aforesaid letter, it has been explained that notifications No. 23 71': 5 
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dated 9-12-75, 148j77-CE, 149j77-CE, 152j77-CE and 153j77-CB all 
dated 18-6-77 have been amended vide notification No. 15j79-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 notifica-
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-
ductG specified in the above notifications, although the sub§tantive provision 
relating to duty exemption were missing in notification No. 15!79-CE. 

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

RecOIIIDlelldat:ion 

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. 15!79 dated 
20-1-1979, and since otherwise the substituted proviso will have no mean-
ing and will become redundant, it has to be harmoniously con<.>lrued 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 ar. 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 interpretatiott 
then the proviso 'has no meaning; it ha•:; no legal validity." Taking also 
into consideration the case law regarding interpretation of taxin·g 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, 1 981, 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 st~te 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 tJ?e Committee of the legislature, or 
even the statement made by the Minister on the introduction of the meaGme, 
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 
e~ternal 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 
caGe the subject of interpretation is not a statute, but a notification issued 
in exercise of the delegated powers of the executive, and the Ministry of 
Finance have not pointed out any particular contemporaneous external 
eviden~e 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 Rep·ort of PAC 
(7th L.S.)] 

Action Taken 

The intenti()n of t'he Government was to allow the existing duty con-
ceo3sion in respect of the iron and Steel products mentioned in the notifica-
tions No. 148j77-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 runners and risers in the course of manufacture of steel ingots with 
the aid of electric furnance in combination with materials mentioned in 
the said notifications. Tn 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 Mini•.;try 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 reports 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 benefi,t 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 aforeGaid 
section. 11-C. 

[M. of Finance (Deptt. of Revenue) O.M.F. No. 234llj82!CX7 
dated 14-3-83] 



ANNEXU.RlE 

F. No. 139j2I78-CX-4 
NOTES IN THE MINISTRY OF LAW 

(Department of Legal Affairs) 
A,dvice (B) Section 

The defect in the Notification is that the provisio is incomplete. The 
portion which should have provided ior the exemption is not there in fie 
proviso. There bas thus been an inadvertent omission. The questiOn i! 
ai to what is the effect of this defect. 

2. A literal interpretation of the prov~:;o, 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 bas 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-
crut for the Court to remove the ambiguity. The Courts may take the view 
that the purpose of the proviso is to pro'\"~d(: for some 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, remov·~ the ambiguity by holding that the proviso · 
is intended to and has the effect of providing for a type of exemption which 
has actually been given by the Depmtment and enjoyed hy the trade. The 
court would be disinclined to uphold the Department's claim for recovering 
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 1 1 C of the Central Excises 
and Salt Act, 19.1.4 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. KARlHA) 
Joint Secretary & Legal AQviser 

M. of Finance (Deptt. of Revenue) (CX-4 Section) ----
-MILa~ U.O.No. 2-5523.!Sl-Ad.-B· Section dt. 15-lQ-1981. 
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What is most surprising is the fact that althouJh the notification issued 

on 20-1-1979 did n9t provide for any duty exemption to the specified pro-
ducts, the Central Board of Excise and Customs wrote to its field oflicea 
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 bow the mistake 
occurred, when and at wl!at 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 IJ>k Sabba)] 

Actiom Takell 

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 iri 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 mtl-
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. 152j77 
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. t 

[Ministry of Finance (Deptt. of ReYenue) O.M. No, 234/lA/82-CX-7 
dated 14-3-83] 

Recommeacladoa 
The Committee find that on 9 March, 1979 the Legal Adviser to the 

Ministry of Labour had advise that no cess as contemplated under_ ~he 
provisions of the Beedi Workers Welfare Cess Act, 1976 could be ~~~ed 
or collected with effect from 1 March, 1979 consequent on the abolition 
of excise duty on unmanufactured tobacco with effect from 1 March, 
1979. Explainin& the delay since March, 1979 in makin& alternative arr-
an&ements 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 was enacted and lat6- the Lok 
S1ibha was dissolved and the Cabinet Secretariat had .advised that · n~ po-
licy decision should be t~en; pending general election.· He furthet stateti 
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 forM:lrded 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 aLter the election in January, 1980. Tlie respol1Siibility for 
this delay must squarely lie on the Ministry of Labour which, in the view 
'of. the Committee, showed little concern in ra matter where revenue 
worth crores of rupees per annum was involved. It is also evident that 
only after the Audit para was selected by the Committee· for examina-
tion, the Ministry of Labour took stePs to expedite the matter and in-
troduce an amending Bill in Parliament in September, 1981 for levying 
and coHection of cess on manufactured beedis. 

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

Action Taken 

(7th Lok Sabha)] 
• .w.l.l 

Jil 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]. 

Actio.B 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. lt is not correct to 
say that the Ministry of Labour took s~eps to expedite the matter only 
after the audit para was selected by the Committee. 

[Ministry of Labour O.M. No. F.S.-23011/1179-MV dated 29-5-82] 



ClfAJr.f\ER ·IV 

RECOMMENDATIONS ~D OBSERVATIONS· WHICH HAVE 
NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH 

REQUIRE REITERA DON 

IJ,eeo.IIHQendation 

The collection of cess under the Beedi Workers Welfare Cess Act was 
Rs. 223.50 lakhs in 1977-78 arid 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 lst 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 arrnngements for the 

,collection of cess meant for the benefit of nearly 30 Jakh workers em-
·ployed in the becdi industrv in the countrv has thus resulted in loss of 
·rev:enue to that extent. The Committee therefore. desires that the Ministries 
-of Labour and Finance should ~ive full information indicating chronolo-
gically the steps taken and whv a final decision on a simple legislative 
measure could not be taken durin!! a period of two and· a half vear. 
-The Committee would •also like to know at what level<; the case was held 
up in the Ministries, for what periods, the dates on which proposals 
w~re 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)] 

Actio.n Taken 

A chart is enclosed (Annexure) indicating chronolo~ical1y the steps 
taken in the Ministrv of Fin'<lnce in connection with finalisation of altP,r-
native means to collect a cess for the purposes of Beedi Workers Wel-
fare Fund consequent on the abolition 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 arriv-
ing at the decision to impose a fresh levy on manufactured beedis in 
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lieu of the erstwhile cess on unmanufactured tobacco, the Ministry of. 
labour ·had to consult the _other a&encies concerned in Government in-
cluding the Ministry of Finance. After the said decision WBS taken by the 
Ministry of Labour th~y bad to seek Cabinet approval for the levy and 
for undertaking legislation· for this purpose. 

[Ministry of Finance Deptt. of Revenue O.M. No. 234lli82-CX7 
dated 22-10-82]. 

Actio. Taken ·' i' 

· It is not correct to say that inaction on the part of Ministry of 
Labour Tesulted 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 tak8n, 
the level at which . the ca.~;e 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 furnishir6 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 RuJe 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 Go'fernment _and as such no ·responsibility can be 
fixed on any individual or Department. 

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



:z8-2-J979 

1•6·1979 

8-6-1979 

22·6-1979 

15·5-1980 

5-9-1gSr 

Char/ indicstint shr9noltJtietllly ste;s taken in the Ministr; './ Fiti4WI 
(Dtpartm4nt of Rtvenue) j&r Jinaltsing alernative measures tD coUtct 4 cess 
for the pruposes o~ Biri Worker's Welfare Fund. 

Finance Bill, 1979 was introduced in the l,ok Sabha. Unmanufattured 
tobacco waa exempted from the levy of exci&c duty with effect 
from 1·3-1979· 

Ministry of Labour wc:-re infomed of the decision of Government 
to exempt unmanufactured tobacco and requeated to make alter-
native arrangements for the levy and collection of a ceu or 
a suitable alternative for the welfare of biri workers. 

A meeting waa held under the Chairmz.nship of Minister of aate 
for Labour & Parliamentary Affaira to discuss the implicatious 
of the Budget proposals on the welfare aet 11p for biri worker•. 

A draft note for the Cabinet regarding alternative arrangement• 
for financing the welfare fund for biri worken• was re-ceived from 
the Mini11try of Labour. 

Ministry of Labour were requested to defer the proposab contained 
iD the draft cabinet note till the enz.ctment of the Finance Bill .• 
'979· 

Concurrence of the Ministry of Fim:nce to the draft Cabinet 11ote 
W.ll conveyed to the Ministry of Labour. 

A revi11ed draft Cabinet note wr.s received from Ministry of Labour 
for concurrence by the Min ill try of Finance. 

Concurrence ofthe Ministry ofFinance to the revised draft Cabinet 
note was conveyed to the Ministry of Labour. 

A mee-ting wali held between the officials of the Ministry of Finanu 
and Ministry of Labour to discuas allocation of fundi for thr: Biri 
Worken Welfare Fund. 

A proposal was received from Ministry of Labour to make a pro-
vision in the Finance Bill (No. 2) 1q8o 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 proposal• 
for a levy of a cess for the Biri Worker's Welfare fund with the 
Finance Bill (2), xg8o. This decision was communicated to 
the Ministry of Labour in June, 1g8o. 

Draft bill for amending the Biri Workers Welfare Cess Act, 1976 
waa received from Ministry ofL"lbour 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 
a,ccordance 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 file:. 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 Pams 1.51 and 1.52 of 67th Report of 
PAC (7th Lok Sabha)] 

Actio.n. 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. 234I1Al82-
CX7 dated 18-3-1983]. 

NEW DELHI; 

Aprii-5;1983 
Chaitra 15, 1905 (S) 
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S. No. Par<>. NJ. 

I 2 

Ministry /Department 
Concerned 

3 

1. 1 ·4 MJG Finance (Department of 
Revenue) 

2. 108 (i) M/o Finance (Dep?.rtment of 
Revenue, (ii) M/o Law, Justice and 
company Affairs Lcgis}?.tive Department) 

Appendix 

Conclusions!Recommeiidations 

ConclusionsJRecommenda t ions 

4 

The 67th Report of the Public Accounts Committee was presented to 
the House on 24 December, 1981. The Committee find that the Ministry 
of Finance 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 . 

• 
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 well 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 JanuaT}!; 1979 
to 8 April, 1979. The Committee had desired that an effeetive 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 veste<J in the executive for grant of exemption from levy 
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3· 1 • 11 M/o Finance (Ikpartment of 
- Revenue) . 

4 

of dutis specified and approved by Padirunent. The Committee note that 
the Minist:ria of Finance and Law, Justice and Company Affairs (Legis.. 
lati'Ye Department) have since issued necessary instructions to all the con-
cerned officers and field formations enjoining them to exercise extreme 
case Qlld scrutinise critically all exemption notifications to a~void any am-
biguity or chances of misinterpretation. The Committee would like to 
emphasise that while it is essential for both the Ministries to exercise 
exkeme care at the time of drafting and vetting of such notifications, it 
is equally necessary that a system of regular feedback from the Collec-
tor-a.tes is encouraged so that the lacunae, if any,_ still found in actual 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 various 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 theceto are issued, e.g. where 
the notification itself is Ve[J 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· I . I 5 ?\-1/o Finance (Department of 
Revenue) 

* I:S-4. ·-- - ----

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 '<llrea.dy been made therein or 
where the amendment sought to be made is very substantial. Besides, 
with a view to assisting the public in unders~anding the effect of amend-
ing notification, it has been decided to add an explanratory 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. 

,i. 

The Committee had in their 67th Report (Seventh Lok Sabha) · obser-
ved that consequent on the abolition of duty on unmanufactured' tobacoo 
w. e. f. l March, 1979, the cess leviable on unmanufactUred tobacco 
under the ·Beecli Wotkers ·Welfare Cess Act. !976 could nof be colleeted · 
by· the General txcise Department after that d~te. At the·· time of a'fx)..: · 
lition · of the said duty in the Budget for· 1979-80, H W'8S specifically 
provided that a1ternative arrangements would be made for the collection 
of cess leviable under the afo:esaid Act. However, no such arrange-
ments were made until the date of presentation of the Report in Decem-
ber, 19S 1 resulting in non--collection of revenue to the tune of about Rs. 
5 crOies in the years 1979-80, 1980-81, 1981-82 (upto December, 198'1 
meant 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 bcedi and this 

... was under the consideration of Government. 
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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 Finan€e 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 
ha.ve occurred in the instant case. 

' 
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PART II 

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. in Committee Room No-
-~0, Parliament House, New Delh.i. 

PRESENT 

Shri Satish Agarwal-Chairman 

MEMBERS 

~- Shri Bhiku Ram Jain 
3. Shri Sunil Maitra 
4. Shri Dhanik Lal Mandai 
5. Shri Uttam Rathod 
6. Shri G. Narsimha Reddy 
7. Shri Roam Singh Yadav 
8. Dr. Sankata Prasad 
9. Smt. Pratibha Singh 

10. Shri Syed Rahmat Ali 
11. Shri B. Satyanarayan Rl!ddy 
12. Shri Nirmal Chatterjee 

REPRESENTATIVE OF THE OFFICE OF C&AG 

1. Shri R. K. Coondrasekharan-ADA/ (Reports) 
2. Shri G. N. Pathak-DADS 
3. Shri S. R. Mukherji-DACWM 
4. Shri N. Sivasubramaniam-Director Receipt Audit 
5. Shri R. S. Gupta-Joint Director of Audit (Defence Services) 

SECRETARIAT 

~. Shri T. R. Krishnamachari-Joint Secretary 
2. Shri K. C. Rastogi-Citief Financial Committee Officet. 
3. Shri K. K. Sharma-Senior Financial 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 PAC: 

(7th Lok Sabha) - Union Excise Duties - Semi finished 
steel 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 the· 
aforesaid Reports by Audit. 

The Committee then adjourned. 
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