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.~NTRO·D-PCT~O;N 

: T, the Chairman of the PUblic Acco,unts Com~ittee, as atltho~~e~ 
by the Committee, do present on their behalf, this 99th Re.port on 
~-a:r~aph 2.66 of. the. Re:port of the. Comptroller and Auditor Gene.al 
of ·~India for the year 19?9~80, Unio·n Government (Civil), Revenue 
Receipts, Vol. I, lt:1direct Taxes relating to Loss of revenue· due to 
~~ration of time bar. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1979-80, Union Government (Civil), Revenue Receipts, 
Vol~ I, Indirect Taxes was laid on the Table of the House on 17 
March, 19·81. 

3. In this Report, the Comnlittee have expressed' their deep con-
cern over the loss of revenue amounting Rs. 1.06 crores to the Public 
exchequer due to no11-issue of d~ands for short-levy, non-levy or 
erroneous refunds of excise duty within the prescribed time limit ill 
respect of assessment during the year 1979-80 in 49 cases. They have 
recomrr1<~nded tl~a1 the M.inistry of F,inar1ce s11ot1ld thoroughly ana-
lyse the reasons for these lapses, ascertain to what extent the delays 
were avoidable. identify the short-comings in the functioning of th·e 
department in this respect, responsibility of individual officers and 
take appropriate measures in order to 3\"oid such losses in future. 
The Committee l1a\le~ il1 this con11ection, emphasized the need for 
finalising the assessn1ents p-romptly nnd canducting tl1e checks and 
audit of asscssees accounts regularly. 

4. After incorp·~rntion of s~ction llA in the Central Excise and 
Salt Act, 1944. the period of limitation (6 months in n0rn1al cases 
and 5 years in C\ise of ruad collusion, \Vilful misstatement, suppres~ 
sion of facts or contravention of rules v?ith intent to evade duty) 
for issue of the ~bow cause notice fo r no11-lev:r", sl1ort-levy or 
erroneous refttnds of excise duty \\rill ru11 frorn tl1e date on 
which the monthly return (RT 12 Returns) is to be submitted by 
assessees where such return is required to be ftl~d. Tl1e Co1nmittee 
have ol>serve'l tl1at j11 all the colle.ctorates taken together, 51, 417 
RT-12 Retur11s were pending finalisation on 1 June 1981 ranging 
ever a period of 13 years from 1968 to 1981. After considering the 
reasons attributed l:iy the Ministry of Finance that most of the rea-
sons given for pendency of return are such which can be remo\~ed 
By toning up the working of the Department. As the cruci~l date for 



[vi] 

issue of show cause notice is now closely linked with the submission 
of month_Iy return, the Committee have recommended that the Cen-
tral Board of Excise and Customs should imme·diately look into 
speeifie cases, particularly those which are pending for more than 5 
years, identify the reasons and find· out how far the laxity of officers 
~oncerned has been responsible for these delays and take corrective 
measures. 

5. The Corrtmittee, ·(1981-a2) ex·amined paragraph 2.66 on the basis 
of the Written information furnished by .the Ministry of Finance 
(Department of Revenue). The Committee considered, and finalised 
the RepOrt at their sitting held on 16 April, 1982. l\1inutes of the 
sitting of the Committee form Part II of the Report. · 

6. For ·facility of teference and convenience the observations and 
recommendations of the Committee have been printed in thick type 
in the body of the Report and have also been reprod~uced in a conso-
lidated form in Appen·dix III to the Report. 

f'}. 

7. The Committee would like to express their thanks to the Min-
istry of Fi11ance· (Department of Revenue) for the cooperation ex-
tended by them in giving information to the Committee. 

8. The Committee also place on record~ their appreciation of the 
assistance rendered by the Office of the Comptroller an:d Auditor 
General of India in the examination of this paragraph. 

NEW DELHI; 

17 ApriL, 1982. 
27 Chaitra, 1904 (Saka). 

'SATISH AGARWAL 
Chairman, 

Publtic Accounts Committee. 
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!Audit -;Paragraph 

Loss of revenue due to operation of time bar 

·1.1 The total amount of .revi!nue forgone by Government owing 
~to non-issue of demahd within the pri!sc~d tim~ limit in respect 
•of assessmen:ts -durm·g 19·79-80 was Rs. 1,o&~96,068•··as -detailed below: 

No. of Losa of 
cases revenue 

R.s. 

(a) Demands not iss~~d due to ope-ration of time bar . 

(b) Dem'l.nds withdrawn due to operation of time bar 

' 1.2 Some cases of loss of revenue noticed in audit ·are given 
below:-

(i) A factory manufactured rough steel castings which were 
subsequently machined so as to convert them into identi-
fiable machine parts. The Central Board of Excise and 
Customs clarified on 23rd September, .... 1975 that such items 
should be assessable to duty under tariff item 68. The 
factory, however, discharged its duty liability by classify-
ing the product under tariff item 26AA (v). This led to an 

escapement of duty of Rs. 3,26,060 during the period 22nd 
July, 1977 to 31st August, 1978 on the basis of the average 
value of the machined castings at the rate of Rs. 13,000 
per metri-c tonne. 

On this being pointed out in audit in Decen1ber 1978, 
the department prepared (February 1980) a demand for 
Rs. 16,64,427 for the period March 1975 to May 1979, 
which cou;I.d not be served (July 1980) due to closure of 
the factory in September 1979. The department claimed 
that it detected (December 1976) the case earlier than 
audit. The fact, however, -remains that the department 
took an abt1ormally long time to initiate actto.n in prepar-

------------------
• Figitre!l arr. provi t~: oil&.l l1nl\ are in te«ipect of tWt-nty•twO c61\ectOratcl ·as intimated by the 

_Ministry of Finance in :pc..cedl ~r 1g8o. 



ing the demand which also could not be· servetl· even.-
tually resulting in lOiS, f4 ~tlQt 16,64,427. 

,.. .. 1 "'.,fj 

The .Ministry of Finance have admitt~ ~~~e tapt$ \flSf .. 
substant1ally correct (December :98(,) . 

. (ii) Prepiu-ati~hs f~:r! ihe ~are o}"~kfil ar~ ~s~es~able to duty 
as cosmetics und~r tariff item 14;F. A tactOAy in a co:Qec-
torate, manufactu.red 'lip ~alv~',, a preparatie:{l for chapped: 
lips, for supply to a Governm.~nt department, The p,r~ 
duct was charged at a lower rate of duty after classify-
ing it aE" patent or proprietary medicine under tariff item 
14E. 'l:'he sample of the product was also not got exa-
mined either by the Chemical Examiner or the Director 
General of Health Services. 

Lip salve manufacture by another factory in another 
. collectorate1 was classified as cosmetics under tariff item 

14¥. On a reference, the Central Board of Excise and 
Customs clarified on 26th October, 1977 that lip salve could 
not be classified as medicine because ita ingredients had 
no therapeutic properties, the preparation was for chap-
ped lips and it was classifiable as cosmetics. 

The department is!ued (May 1978) a show cause notice 
demanding differential dutY of Rs. 2,01,608 for the penod 
14th November, 1973 to 27th April, 1977, but no action was 
taken to raise the demand of Rs. 1,16,360 for pre 14th 
November, 1973 period. 

When this was pointed out by Audit in July 1978, the 
department intimated (February 1979) that the case was 
adjudicated by the jurisdictional Assistant Collector in 
November 1978 and it was held that in the ahsence of any 
wilful mis--statement, collusion or fraud on the part of the 

• licensee, the demands we re time barred under rule 10 of 
Central Excise Rules 1944. It was also ar~ued that the 
above instructions of the Board cpuld be app1ied from 
the date of tbeir i'SSUe and as such the dE1mands for the 
past period were not ~pjoJ,:qeable. Actually the Board's 
letter was in tne foxm ot a clarification which was equally 
t applicable rt'O past .cl#~ances. 

The total loss of revenue d~e tp mjsclassification"' of 
the product between November 1968 to April 1917 worked 
out to Rs. 3,17 ,968. 



3.i .. 

(Ui)~·'C1tl6i~n1~ca~bide vV'~s brOught under the excise net under· 
< -,·t!iriff·_,i~e:rh- l~:M· from 1st March 1970, the rate of duty 

being · a4 v·azorem. Th.e chemical is generally marketed_ 
. itf different siZes _to s:uit the requirements of customers. 

A manufacturer in a co11ectorate, sold calcium car tide. 
of the s·ame siie 'to different customers at varyir1g whole-
sale prices. The assessee filed price lists declaring all 
such prices as prices of different grades of carbide within 
the same s-ize and cleared the goods after. paying duty 
on the basis of the aforesaid prices. The pi·ovisio11al ap-
proval giving to these price lists was confirmecl by· the 
·department in June 1971. 

There were, however, no different grades wiithin tl1e · 
same ·&ize and all clearances of calcit1n1 carbide of the · 
san1.e size should have been assessed to dt1t~' or1 the ba<;·is 
of the maximum declared price. This \.Vas detected by 
the departmertt and a show ·cause notice for payment of 
Rs. 2,51,685 on account of differential duty for the per!~1d 
lOth March 1979 to 31st May 1972 \vas isstted to tbe 
assessee on 28th June 1972. No action on the said sl~o\v 
cause notice was taken by the 'depart1nent till it \vas 
pointed out by Audit in August 1972. Of these. one de-
mand for Rs. 1,13,169 was set asid'= by the l\11peJatc Coj._ 
le-ctor on the ground of time bar. Tl1c failu:c of tr;_e c"it~­
partment in not taking timely a-cti0n resulted in less of 
Rs. 1,13,169 for the period lOth Marcl1 1970 to 28th Jt~11e 
1971. Assessee's writ petition against the otl1er t\vn de-
mands for Rs. 1,52,219 v..-1'as dismissed by tl1e l-!j.~I1 Collrt 
in November 1979 and the amou11t \."\'(lS reali~:e _l in July 
1980. 

While accepting the facts as st1bstantiall."7 corrpct, 1.h~ 
Mi:histry of Finance have stated (D~cember 1980) th~1t the 

. s,hort levy of Rs. 1.52,219 for the period 29th June 1971 
··'to 31st .:.uly 1~7? has been adjusted· in the personal _h~~]ger 
• ·a:.ccount' of. th~ assesse~ on 17th July 1980. Tl1e M1n1stry 

· have .a is~ ·aqcied that the assessee has requested for ~he 
adj~stment'' of Short levy of Rs. 1,1~,169. for the pen_od 
lOth March 197P to 28th June 1971 m h1s refund cla1m 
. ~~p~i:p.S" ~i'tb. l}le; :~u~isdictional Assistant Collector. 



* 
lt("iv) :A .. lice.t~ee man.ufac.tur~- :.P.VC _·tift\ T11ilt\inatea ·textne 

fabrics ~e<:~ in J~~~ l9!0 a .~assUlcation.~ttlft ~UlsSifying the 
_product .. under tariJf Item 19~1_(~) .. which _attracted duty 

--~t. the rate o~ .. 25. paise~_per ~~quare. met~e. -"While approv-
- 1ng the classification list m .4pril 1971, .. the department 
held the .. pro·duct as classifiable 1J1.l.der ~tariff item 19-III 
· ehaz:geable to d·U~y at w the rate .of .~25. per .C:ent ad _,valorem • 
. The .licensee .went in ~ppeal in .Sf:!ptember .1971 against 
the classification approved 'Qy the d~artment. The 
Appellate .authori~y dismissed· the ~ppeal as .time barred 

_jn .October 1974. A show cause notice and 'demand for 
.'d·ifferential duty for the p-eriod July 19·70 to April 1971 
. ·during .which the _product was cleared on pay1nent of duty 
at lower rate was, however, issue·d by the department in 
April 197'6, when only the d·~partment ·.could. finally collect 

·.the price. list from the licensee. ~On ··an appeal filed by the 
..licensee against the said demand the "App~llate· authority 
.. held in July 1979 that the demand was not sustainable 
under rule 10 of Cent~al Excise RUles, ·1944. 

The failure of the department to isstie demand on re-
ceiiJt of the ·order of the Appellate authority in October 
1974, resulted in a loss of Rs. 89,779. On this 'being point-

·e·d ·out, the dep·artment accepted the objection in July 
'198"0. 

The Ministry of Finance have accepted ·the facts as 
substantially correct (December 1980). 

(v) A 'factory manufacturing m.otor vehicle parts submitted a 
price list, effective from 1st October 1975, claiming abate-
ment of discounts allowed to its area distributors. After 
initial approval of the price list in September 1975, th.e 
Assistant Collector disallowed these abatements in May 
1970 on the ground that the ·distributors were related per-
sons as defined under section 4 (4) (c) of the Central 
Excises and Salt Act, 1944. Accordingly_, demands were 
raised against the assessee by the ·range offi~er ~:n Decem-
ber 1976 and March 1977 for the payment of 4ifterential 
duty of Rs. 63,711 ·tor the period 1st Octobe! 19~p t~ 12th 
-May 1976. Subsequently,_ a show c~use nottce was Issued 
by the Assistant Collector in ApTil 1977. After a personal 

·hearing, another show ca~se n~tice was iSSlled to t~e 
assess~e in June 1977 and· ·d.eman~ '\\'as con·firmed 1n 

: September 1977. ·On an appeal Pre"f.err('d by ·the assessee, 
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the Appellate Collector ~t aside, in September 1978 the 
confi~m~tory ord~r. ~ued by· the As*tan.t "Colt~tor. 
I~ Septt!tnber · 1977 stating. that the demand was hit by 
limitation under. the then rule 10. It was. also a·dded ·that 
even the show cause notice issued by the Assistant Col-
:k!et~r in June 1977 was not valid as by that time the 
period of one year within which such notices could be. 
issued had lapsed~. Thus, ·delay in the isstte of demand 
and show cause notices resulted in .loss of revenue of 
Rs. 0.64 lakh. 

Reply of the dep~rtment on the loss of reventte called 
for in March 1980 is awaited (August 1980). 

The Ministry of Finance have accepted the· facts as 
substantially correct (December 1980). 

~[Paragraph 2.6·6 of the Report of the Comptroller and. Auditor 
Gen·~ral of India for the year 1979~80, Union Government 

(Civil), Revenue Receipts, Volume-!, Indirect Taxes]. 

Provisions for Recovery of Duty 

1.3 The provisions for reco~ery and refunds of excise duty with 
:a time limit of three months were made in rules 10 and 11 of the 
~Central Excise Rules 1944 to suit the "physical type of ·Control'' in 
vogue before 1968. With the coming into existence in 1968 of the 

·Self Removal Proced~ure (SRP) the time limit was raised to one 
· )rear for such assessees through the insertion of rule 173-J in the 
said rules. 

1.4 R11le 10, amongst others, was amended w.e.f. 6 August, 1977 
··vide the Central Excise (19th Amendment) Rules 1977 under noti-
fication No. 267/77-CE, ~dated 6 August 1977 replacing the existing 

·time limit of on.e year /3 months by a uniform time limit of six 
months. This new rule 10 applied1 to situations where duty has not 

-been levied or paid or has been short levied, or erroneously· refund-
ed. However, in case of fraud, collusion, wilful mis-statement, sup-
pression of facts or contravention of rules with intent to eva·de duty 

·the time limit was fixed at five years instead of unlimited time 
limit in the old rule lOA whi·ch was omitted from 6 August 1977. 

1.5 Whereas under the old rule 10 the period of limitation for the 
recov·ery of short levy starte·d from the date on which the rluty· or 
·charge was ,p·aid, or adjusted in the account cur~ent, unde7 the new 
rule it. started from the dat~ on which the duty was r~qu1red to be 

·paid under rules. and in. 'the case o.f excisable goods 'on which the 
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. .· 1.6 T~e J?eriod of limitatiOn of Six· mohths or five _y~ars for the 
Issue .of ,notlce in· respe9t of g'Oods :covere·d by ta!:'iff iten1 ,68 was to. 
be. computed fr~m the close of the accounting ye·ar followed by the 
ass~ssee under Rule 173-PP o~ the Centr~~ Ex·~ise .Rules~ During the 
pen·<:>d ·6· August,. 1977 to· 31 July 1979· provisions: ·of Rule 173-PP 
pertaining to tariff item· 68 continued to override the provisions of 
R~_Ie 10 in so far as computi~g of time limit for the recovery is con-
cerned. It was brought at ~ with the provisions of Rule 10 by the 
issue of notification No. 235/79-CE ·dated 2,:3: July 1979. 

Amendments . in November 1980 

1.7 As the c.onstitutionality and area of op·eration of Rule 10 had· 
been a subject matter of ·controversy in the various.~High Courts and· 
the Supreme Court, the Goverrunent on the r~omme11datio11 of 
Central Excise (SRP) Review c·ommittee and in consultation \Vith 
the Ministry of Law intro.duced in p·arliament a bill making provi-

sion for the time limit for recovery and reftlnds in the Act' instead 
o! in the Rules as hithertofore. T'hese changes were enacted by· 
Parliament replacing Rule 10 by Section llA of the Central Excises 
and Salt Act as :per Se~tion 21 of the Ct,_stoms Central Exci~c~ nnd 
Salt and Central Board of Revenue (Amenriment) Act 197R lNo. ~5 

.. of 1978). The assent to this Act was given by the l)resident nn 6 
<:.June 1978. As per Section 1 (2) of the above .c\ct, th~ P.~ ... ~visions of· 

the Act were to con1e into ~orce on. s11cl~ date .as the .Central C~ov­
ernment may by notification in the official gazett~ appo.(nt. 

1.8 'The· provisions of section llA an·d · 11B were brought in to force· · 
with effect' from 17 November 1980 with the issue of riotifi·c.a'lion· 
No.· 182/80~ 'dated 15 November, 1980. Consequ.ent1y, tules lO~ JrJ~· 
and 173-J of the Central ,Excise Rttles were omitted by not~fir:~ati~J~: 
1i~·o. 177/00 · ·d·ated 12 November, 1980. · 

I ~ .J ! 
I 

1.9 The d.)fference between tl1e two is thst under th.e crstv.:!·.il~ 
rule tifi~ :a· show· ~tiuee il.€litice~ was to be jssued_ .. by the, t'.'Prp.per :Qffic~r 
while in sectiem·liA it -cun be· issued by ·any C~ntrall;)xci~e Officfar,.{ 

... 1:10.;· M~r.e9ye~~ ·~?er · rll,~. 1~ 'tb~-~o~4~ "'~~leVant .. tl~:es"··rro~; 
w,qicl~; tJ?.e Ji itClFi,on for issue o£. show ~a use ~o~~~~ ~.a~ 'to· ~tart W~~ . 
definf!d ·to··m~:in ~''the ci.aite ·on·'Wb'iCh'the dUty' iS ~Eiqu1red ta·lkflt;)aid~li 
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:In Section llA, it has been defined ~mean either the date on which. 
· t.~-~ -~~n t~~Y i ~f(~·tHf~ \~c1 ~~R~tt~J r.a:r~- '!Wheite ~Jrlb ··ffiott~ return is 
-stl~~di. t~~f ~a;rLP'l~~ .q~~~~\1A:c~;.the:1sBidqi~etwrlin..,~;'tequired to 
ile filett · 1'hus; now the limitation for issue of the show cause notice 
_f?r __ ' -~~~ du~~Y.-.~ nq~ .,_:paic;l .. ~r -~~~'\paid will~not run· •fro.ntlf tti~ date of 
~~bY~~ of;.~?z?.?s._,q~~r~~YI'Pr~P~-- of /(iuty but: vl.oulcf~.run.:~onl the date 
the month.1y;_; .. r~t~rp., 1~. s~bm1tt~cl~-. :_Howtever, in ;cases ~where there 
~s~·no tequ!re:rlient( of· filip.g. ~ ~monthly areturn ,.u~m-: the Central 
Excise Rules the said limitation will continue to run from the date 
~~ w~~~h ,~~t:y js .to 1Qe pa:id . 

. 1'. 

Effect· of Se·ction llA on ve·ndings how. cause- notices 

1.11 ·The 'Committee 'desired to know the effect of the new Sec-
~ion llA -on ~the show cause notice.s p·ending. on 17 Noven1ber, 1980, 
th·e Cl~te of 'its colriing into force, and whether such notices would 
-~lapse in the absence of any saving clause therein. 

1.12. The M~nistry of Finance (Department of Re\'enue) while 
·.stating that the matter was still under examination in consultation 
with the Ministry of Law, furnished a copy of the Central Board 
~of Excise ·and Customs circular No. 6/78-CX-6 ·dated t3 March, 1978 
"issued- 'Vide F. No. 311/1-M/77-CX-6. In the Circu1ar it vvas i·nte1·-alia 
.~stated as under:-

"The issue regarding the effect of the amendn1ent to rule 10, 
lOA and 11 of the Central Excise Ru).es, 19:44 un·der the 
aforesaid, notification· on pending. cases has. been under 
considerfltion of the Board in ·consultation with the Min- • 
istry of Law. 

·2. In this ·connection copies of the- advice of· tl1e Secretary, 
Ministry of Law, and the note of Shri S. B. Vakil, Gov-
ernment Standing Counsel at Ahmedabad are en_closed as 
Arirtexure 'I and, TI to this-·lette~ for your information and 
guidance. -- .. 

3. It WOUld be se"en that the note of the GovernmEmt Standing 
Co.u~sel ·at AhlUedab:ad is sufficiently elaborate and de-

. ~~ile·d,. eri~ugh. to 'cover mo·st of t~e 9-u~sti:ons that might 
b~;le :' ar.isen 'as: a re·stilt of _the athendWren_t to the above 

. ru,l~s bY,., rtotitica.tio'n. N_o. 267m-~· date·a::s· :August. 1977. , ~n' bri~£,' · the tiinporlant points -rat~d ·and -the advtce as 
" ~ . 
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eiven by the ·Go·vernment Standing Counsel at· A.bmeda-
bad and a~cepted ·by the Ministry-of Law; arre aa u~d.'«: ..:_.~ 

(i) Im case abort-levy/non-levy has occurred prior tO'-
., 6-8-1977, whether a show-cause notice under old rule.~ 

10 -or lGA can be issued on the principle that l~ws aJ:e·:· 
prospective in their- operations. 

It would appear that the rights of the State to demand duty 

. . 

short-levied or erroneously refunded under the··· 
repealed rule 10 and the right to recover sums under-
rule lOA, and the correcponding obligations and liabi-
lity of the persons concerned can be said to have been. 
acquired accrued or incurred under the repealed rules .. 
10 and lOA. Furthermore there is nothing in the new 
rule or the n·otification indicating any intention to· 
affect any investigation, Jegal proceedings or remedy 
in respect of any right, obligation or liability acquired 
or incurred under the rep·ealed rule 10 or lOA. Hence·· 
any investigation, legal proceedings or remedy, in res-
pect of such right, obligation or liability can be insti-
tuted, continued or enforced as if the notification had 
not been issued. In view of the same \vhere the short· 
levy or erroneous refund has occurred prior to 6-8-19 77· 
suitable action against the party can be instituted/. 
continued by ecourse to the. repealed rule 10 or lOA 
and the period of limitation mentioned in new rule 10 
will have no application to the recovery of sums due · 
to the Government prior to 6th August, 1977. 

(ii) If show-·cause notice has already been issued prior to· .. 
6-8-1977, whether there is any legal bar to the continu-
ance of the proceedings already initiated. 

• There is no such bar and the cases can be decided as per-
the repealed rule 10 or 1 OA. 

(iii) Whether orders confirming demands under repealed· 
rule lOA and issued after 6~th August, 1977 standT 
vacated. Demands confirmed by the Assistant Collec-
tor under repealed rule lOA after 6th August, 1977 and· 
prior to the· receipt of the notification by the Field .... 
Officers are not i1legal on ac.count of- the fact that ruler 
lOA is not in e!Xistence any more. 



9~ 

(iv) Wli~~r~·~·_fresb .. aQ.ow-cauae notice,~uad~, new:rule laJ 
in lieu ot'- P!ey~~:us notic.es . i~;ued: under repealed-
rule .. 1~ or. lOA- should be .. i~ued wher~ pqssibl~- in the-~ 
~ .. limit.s~ified under new r~le .. 10. In. such. cases a ... 
fl:esp#; aJaow..cause. notice rna~ be- issued as. a strategic .. ·:· 
measure.. in .. addition to and without prej.JJ.dice to the· 
notice- already·- issue(i- prior to- 6-8 ... 1977 where the· 
period_._of si,c .months or five years, as- the. case may be,~ 
has not .. expired .. 

fv).. Whether the .. : cases in- which show-cause notice was :. 
issued- :Rrior to. 6~th Augl)st, 1977 under repealed rule·· 
lO~~ read with. old rule 173-J extending tl':le- period of·· 
limitations- to.· one year,- can be. confirmed after receipt 
Qf notification No .. 267 /77-CE dated the 6th August, 1977 
for the·' whole period cov·ered by· the-: said notice or the·· 
Assistant Collector c·:tn confirm the demands only for 
the p-eriod· of six months· just preceding the crucial 
date of · issue of show cause notice. The Assistant 
Collector will. be· competent to confirm the pending 
demands within the period of one year under the· 
repealed rule 10 read with old rule 173-J. This is on . 
account of· the fact that the rights, obligations and 
liabilities acquired, accrued or incurred under the· 
repealed rule 10 and the old rule 173~J would stand. 

(. Ta. advice of the Government Standing Counsel at . 
Ahmedabad which has been accepted by the Ministry 
of Law will also hold good in the- case of amendments· 
to rule 11~ 

• 5. Suitable instructions- to all the· field officers in your-
charge should be issued immediately for taking 11.eces- · 
sary action. It may be noted that these instructions: 
are meant for departmental· use only ...... '' 

t.ta· The Central Board of Excise and Customs in their circular·· 
No. 1/81/CX. 6 dated 12 January, 1981 issued vide F. No. 209\3178-
CX 6 further clarified inter alia as- under:-

"A doubt has been raised that as there is no saving clause inl 
favour of pending show cause notices or refund claims· 
under rule 10· and 11 and as section a· of· the General) 
·Clauses Act 1897-·is not applicable, all pendlng cases under· 
rule 10· and- 11· automatically lapsed. 

In this ·regard your attention- is drawn t-o instructions con--
tainecr ih! tte Board1s letter F: No. 311/1-MnV-CX 6 da·tadl 
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I I '·''~~)Ja,,Mamh, t8118:) ''flh~eti~'lllsihiHiqFa "'.wlii' mutatua 
. ·:.'m'~~ndi-s.,:apply tt> ~tllis ~ffilati'oli. 1( I :; ~·[ J I· I 

. . •. , , .·.. . : : , :>~·::,:; ./·_!IJ '}i) ~)I_ ~:\till 

It .. nrt(y'~e-~ riot~d~,t~~t, :in :V#r~ ~~f; 1~ 1 itatuttcbryr!tltne limit now 
· ;;~~i~ 'cl?W~ _'in· .. ili~ ~ct, ··~t;~si~~,for Jiling;·o~im of refund 

be:f~n~· ·a ~r~~d of 6 moutp'~ .jA ~ms .. ~:of.~trule 97, 9·7A, 
· 173'·'-~P.A ~7~~ ca~. ~t ·.~ .~all.~~d..~~· \ ·;~: ···~. 

I\ I 

·.. 1.14 When .enquired about the gen-eral pfac.tice .. Jollowed by the 
(}overnment in dealing with pending ca.ses 6t · sti:ch\ situ:ation effected 
by amendments/~o~plete replac~ment ·9f :.the statut0ry .·provisions 
!~y new Acts of Parliament and wh~ther that ·practiee lwas followed 
~in the present case ~lso, th~ Ministry of F·inance (Department of 
-'Revenue) in their note. stated ·as follows:-

''Pending cas~ have to be decided in accordance with the 
provisions of law in force at the time when the cause of 
action arose. This :finds support from the Law Ministry's 
advice referred to above. This as well as other amend-
ments made in the past were based on their under-
standing. 

1.15 Asked whether the intention of the Government about the 
~·pending cases covered under rules 10, 11 and 173-J brought out 
-clearly in the notification by which the a~ove rules were omitted, 
--the Ministry by Finance (Department of Revenue) stated:-

''The Government"s intention \vas in line with the position 
stated above and in view of the legal position ·explained 
by the Law Ministry fhe Government's intention was 
brought out in the notification :by which the above rules 
were omitted.'' 

Loss ·of Te"enue 
1.16 The Audit Para·graph has· revealed tbat the _t<;>tal amount of 

~·revenue foregone by Government owing to. n'on-issu~ of demand 
··within the prescribed time limit in respect of assessments during 
.1979-BO v;as . Rs. 1,05,96,068 in 49. cases as per the ·figures furnished 
~by the Mtnist~y of Finance in December 1980 -in respect of· ·It 

' ' ~ 

.-collectorates. · · · .. 

1 .. 17 Th, loss Qf 1;evenue .on this. account .. fell within two broad 
-~ateg()ries: :--

(a) Demands not issued ~due to roperation· ·of itime· bar. 
(b) De:mands witht!tawn ·due to operation of ti:nie, bar. 

1.18 In their note :ftitni~hed to t'he Committee,' the Ministry of 
~in.ance. (Pepa~ttnant ~of. ·~Revenue) : Q.a\lfe ~~d .. that . 49 ~eases refer- · 
"Ted , to ·by. J A\ldit 'bad. :o(lt21rted , im. · ni~e JCollec~rate&.· 'A:. ['able indi-



eating the number of cases, collector ate-wise, amounts and reasons therefor is given below:-

Sl. Name ofthe Collectorate 
No. 

1 2 

1 Ahmedabad . 

2 Banga.lore 

3 Baroda 

Demands not issued due 
to operation of time bar 

____._ -·--..---
No. of 
cases 

3 

4 

Loss of 
revenue 

4 

R11. 

3,1 7,34'6· 3S 

--------------------------------------------
Ikmands withdrawn 
due to operation of time 

bar 
Total loss of Main reason~ for df"mand~ getting time ~.---.------------. 

No. of 
cases 

5 

Loss of 
reuenuc 

revenue barred in brief 

---------------------
6 

Rs. 

3 21,320· 52 

2,04,6S4· 60 

7 8 

Rs. 

21 ,320· 52 Failu•e of the sapervisory ·office~ to 
ct..~tect the short~ levy within, the: 
tame limit. 

2,04,6S4· 60 · Failure of the- Assrstant Collector. to 
issue demands immediately aftt,r re-
ceipt of Internal Audit Report. 

28 *76,04,077· 27 79,21.42)· 62 In respect of Mfs Gujarat .-stak Ferti·. 
lizer Co. the instructioas{jsaued~by 
th: ~f'nistry of Finance were not 
CtJtn "li led with and . demands were 
not· i ~sttt"d by jurisdictional Supdt. 
in time. 

2. Out of the 16 cases, whose details 
were furnished to tht' Committee 
in 1 S cases irrcplari ties were DDOl: 
d-~tected in time. 

•Lou of rewnue dtre to operation of time bar in rtspect of 16 demands rrlating to one unit viz. Mfs. Gujarat State Fertilizers Company itself 
amOUDted. to Ra. 73,80,315·32. 

~ 
1M 



J '}. 3 4 ______ ...... ---------
4 Hyderabad oj .. . . 

s Madurai . . . . . 
4 Patna . • 0 .. 
7 Pw1e 0. . . 

8 Bombay 

9 Jaipur 

5 6 

3 2,64,318·11 

1 ~,153· 25 

1 11 ,564· 50 

3 1 '~ +, 3 i 3 . 15 

~ 6,55,393· 21 

7 8 
- -----~--------

2,64,318·11 Failure of the jurisdictionc..l Supdt. 
to raise demands in tim('. 

2,153· 25 Delay in raising demand. 

1 J ,S64· 50 Delay in raising demand. 

1,2-t,373·15 Detnands set c1side by the Appellate 
C()llcctor in 2 cases. Reasons yet to 
be asccrt~ined by the Ministry of 
Finance in third case. 

6,55,393· 21 Failure of the Range staff to check 
duty liability from time to time. 

3 not furnished not furnished Delay in raising demand due to non 
receipt of the Tariff Advice by the 
Range Officers." 

t: 
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1.19 Dealing with the loss of revenue due to operation of time bar iD. / 
~the case of M/s. Gujarat State F~rtilizers Company, Baroda, the Mini.$ry 
..of Finance (Department of Revenue) have in their note stated as under:-

hThere are 16 demands relating to this factory and the total revenue 
involved is Rs. 73,80,315.32. In this case, the internal audit 
of Baroda C;ollectorate pointed out in the audit report 16/72 
that prices determined for assessment of fertilizers sold by 
Gujarat State Fertilizers Company are not correct and on 
rede·tcrn1ination as directed by the audit, 16 demands amount-
ing to Rs. 73,80,315.32 were issued for the period 1-3-1969 
to 30-6-1970 under Rule 1 OA. While deciding the case, 
j~ssistant Collector, Baroda observed that since ·the price list 
was approved by the authority concerned provision of rule 1 OA 
\vould not apply and the demands fell under Rule 10. Since 
the de·mands under Rule 10 were time .... barred, the show cause 
flO~ice was discharged. 

In all these sixteen cases~ the Ministry's instructions referred to in 
Point No. 1 do not appear to have been followed as demands 
\vere not issued immediately by the jurisdictional Supd.t. on 
receipt of the audh obJection but he entered into correspon-
dence with the Assistam Collector and the demand became 
time barred.'' 

Audit Objections 

1.20 ln add1tion to the All India statistics in respect of loss of revenue 
<luring the year 1979-80 du~ to operation of time bar, Audit have also 
'highlighted 5 specific cases involving duty of 'Rs. 24.02 lakhs. These cases 
are dealt \Vith in the succeeding paragraphs. 

1.21 The first case pointed out by the ,A.,udit involved a loss of revenue 
amounting to Rs. 16,64"427 due to ihe delay in issuing the de1nands against 
underasscssn1cnt~ of duty on s:ecl castings during the period March, 1975 
to May, 1979. In a note furnished to the Committee on the above case, 
·the Ministry of Finance (Department of Revenue) stated as follows:-

"M/s. Kumardhubi Engineering Works Ltd. ·'Kumardhubi manu-
facturtd two types of steel casting ( i) Steel castings (Rough) 
and (ii) Steel castings (Machined). From 22-7 ... 77 steel 
castings Manufactured by the. factory in their electric are fur-
nace out of old and used scrap and duty paid steel scraps etc. 
were cleared without payment of duty in teml·:; of notific-ation 
No. 152/77 dated 18-6-77 as subsequently amended by 
notification No. 235/77 dated 15-7-77. The rough c~stings 

falling under item 26AA(v) of C.E. Tariff were subsequenly 
machined and cleared from the factory as machined castings~ 
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iderrtifiable as M-achine parts without payment~· of any f~rtger­
daty. Since the steel castings were subjected to machinin& 
after their manufacture as such the machine castin·gs were 
liable to pay duty under T.l. 6·8 also. 

The irregularity ~~ reported to have been detected by the jur!sdic-
tional Asstt. Collector in Mar~h, 1977. But it took some 
time to ascertain the exact value of ihe machined castings 
cleared since 1-3-75 and finally demand for Rs.- 16,64,426.63 
for the period March, 1975 to May, 1979 was served on the 
factory on 7-2-1980. '' 

1.22 When asked about the action taken by the D·epartment to classify 
t~ goods correctly -and to ass~ss the same to duty accordingly, the 1vtinistry 
of Finance (Department of Revenue) stated as under:-

"Asstt. Collector (Valuation) of Patna Collect orate on visit to the 
factory on 8-12-1976 intimated on 31-3-1977 to jurisidictional 
Assistant Collector that casting after machining should be 
treated as machined parts and charged to duy under T.I. 68. 
The factot'ly was asked to furnish figures of ~achined castings 
but the factory instead of furnishing figures contested the ()tand · 
of the Department and insisted that the same was classifiable 
under T. I. 26AA ( v). The factory under their letter dated 
12-7-1979 sought further clat ification and they were inforn1ed 
by the jurisdictional Asstt. Collector under his letter dated 
31-7-1979 that the machine castings identifiable as machine 
parts obtained by adopting different process being not identi-
fiable af; castings in crude form was liable to ·be assessed under. 

T.I. 68. The calculation of figures right from 1-3-1975 to 
31-5·-1979 being voluminous work took tin1e and ultimatelv 
de·mand for duty \vas raised on 7-2-1980 and served through 
the Head Office of the factory at Calcutta.'' 

1.23 When asked to furnish the latest position of the case .. the Ministry 
of Finance (Department of Revenue) have stated as under: 

"As it is alleged to be a .case of suppression of fact, the demand has 
been issued on the basis of five years period. The factory 
is closed since September, 1979 and as no reply to the show 
cause notice has been submitted, the demand ·could not bO~ 
confirmed.~ The ~sstt. Collector is being- asked ~y the Collec-
tor concerned to expedite .the adjudication p.roceedings." .. 

1.24 The second. case highlighted by the Audit in the present paragraph 
involved a loss of revenue amounting to Rs. 3,17,968 due to\.,_operation or 
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..time bar of dema·nds issued in respect of underassessment of excise duty 

.on 'lip salve' beween the period Nove.mber, 1968 to April, 1977. Explain-
in.g the case, the Ministry of ,Fi,:~a~ (D~partme~t of Revenue) have in a 

..note stated as follows:-
', 

"M/s. Technological Production Cooperative Society Ltd. Kanpur ·-
had been manufacturing "f...~ip Salve' since, 1968. · The 
supply was for the use by the military personnel ~t high 
altitude to prevent lip cr•acking. The ingredients of the product 
are ( 1 ) Bees Wax T .P. ( 2) Lanolin IP ( 3) Wbite, Soft para-

fin IMP (4) Liquid Parafin (5) Cetyl Alcohol C.P. (6) 
Methyl hydroxy Benzoate, and (7) perfume. 

M/s. Technological Production Cooperative Society, Kanpur vid~ 
the!r letter dated 11th August, 1973, informed the department 
of their intention to manufacture 'Lip salve' and enquired about 
its dutiability. They also declared the ingredients of the pro-
duct as mainly pharmacopeia!. On this, their product was 
classified as P .P. Medicine under tariff item 14-E and an 
offence case was also booked for manufacture without licence 
and removal without payment of duty. The manufacturer 
also procured a drug licence issued by the Drug Controller of 
Uttar Pradesh and 'lip salve' was treated as a drug under Drug 
I Cosmetic Act, 1940 . Since ali the constituents of 'lip salve' 

were mainly pharmacopcdal and the assessee procured a drug 
licence, the product was classified under item 14E of C.E. 

Tariff as P.P. medicine·. After appropriate proceedings, the 
party took a licence under item 14E, paid the compounding 
fee and the demand for the clearance prior to 22-8-1973. 
Thereafter, regular clearances were taken on payment of duty 
on 'lip salve; under item 14-E of Central Excise Tariff. 

""'-

The classification of 'lip salve' was subsequently examined by the 
Ministry in consultation with the D·irector~te General of llealtb 
Services and the Ministry conveyed the advice that the 'lip 
salve' may be classified as a 'cosmetic' on 25-10-1977. On its 
receipt the field officers took up a review of a classification of 
'lip sa1ve' which \\-·as till then't being classified u·nder item 
14-E. The demands for the past period spreading over five 
years were worked out and the assessee wa.;; asked by the 

:.Superintendent of C.E. concerned to show clause as to why 
differential duty amounting to Rs. 2,01 ~608.04 mav not be 
demanded from them. The case was adjudicated .. by the 
jurisdictional Asstt. Co1lector and it was held that as there was 
·no wilful mis-statement fraud or collusion on the part of the 
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assessee, the demands we·re time-barred under Rule 10 of the:: 
C.E. Rules, 1944 and were therefore, set aside. As the mQtter· 
wa8 within the knowledge of the Deptt. and corrective action 
was taken on its own audit oljjection in this regard was not-
accepted .... , 

1.25 It was learnt from Audit that the Ministry of Finance in their 
reply to the Audit dated 13 February, 1981 stated that the misclassifica-· 
Ilion of the product as a result of clarification issued by the Board on 26 · 
October, 1977 was within the knowledge of the department. The question 
of raising any demand prior to 14 November, 1973 does not arise since 
demand can only be raised for the past period subject to law of limitation as 
provided in the Centml Excise Rules , 1944. 

1.26 In this connection, the Comn1ittec desired to know the distinction. 
between Tariff Advice and a clarification issued by the Board. The 
Ministry of Finance (Department of Revenue) in their note have stated: 

''Tariff Advice is issued in the matters connected with classification 
of the goods under a tariff iten1 or an exemption notification, 
while a clarification clarifies the pos!tion in respect of matters 
connected with procedure, rules and exemptions etc." 

1.27 Asked whether a Tariff Advice/clarification was applicable, pros-
pectively or retrospectively, the Ministry of Finance (Departn1ent of" 
Revenue) stated: 

"A tariff advice/clarification gives the latest and most authoritative 
interpretation of the law already in existence. Such tariff 
advice/clarification can be implemented for the past period 
subjected to the provisions of Sections 11 A, 1 1 B and 11-C of 
the Central Excise and Salt Act, 1944. '' 

1.28. The third case of loss of revenue reported in the Audit paragraph 
due to operation of time bar related to M/s. Travancore Electro Chemical 
Industries Ltd. under ·Cochin Collectorate in respect of a demand raised 
by the departrnent towards underassessment of duty of Rs. 1, 13,169 on 
calcium carbide for the period 10 March, 1970 to 28 June, 1971 . The 
details of the case furnished by Ministry of Finance ( Departn1ent of 
Revenue) are as follows: 

hM/s. Travancore Electro Chemical Industries Ltd. Cbingavanan1 
were manufacturing c~alcium Carbide which fa11 under Tariff 
item 14A from 1-3-70. "Calcium Carbide as soon as it is-
.formed during the process of manufacture is grounded and 
sorted into different sizes. of grains 4.80 mm, 50-80 mm, 
.25-50 mm, is marketed in terms of the sizes mentioned 
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above according to the requirements of the customers. Diffe-
rent customers require Qjfferent sizes of grains depending on 
the nature of generator used by them for the product of Ace-
tylene Gas. Calcium carbide falilng under the same size was 
howe·ver sold by the assessee at varying wholesale prices to 
different customers. These varying prices at which the com-
modity of - the , same size was sold from time to time were 
declared by the assessee treating such prices as prices of 
different grades with'n the same size. This was detected by 
the department and a show cause notice covering a short levy 
of Rs. 2.,5 t .,685.85 and 19,773.25 \Vas issued to the assessee 
on 28-6-72 f.~r the period from t 0-3-70 to 3 I-5-7?.. and 
1-6-72 to 31-7-72 respectively. The assessee filed an appeal 

before the Appellate Collector concerned which 'Nas partially 
allowed holding that the demand for Rs. 1.,13,168.85 r~lating 

to the period 10-3-70 to 2R-6-71 "'·as hit by tin1e bar. The 
amount has become irrecoverable now.'' 

1.29 The Committee learnt from Audit that the Ministry of Fjn~nc~ 
had, whi1e furnishing their comments to the Audit paragrraph on 13 })~cern-· 
ber, 1980 stated that there had bec·n no loss of revenue as the assessee 
requested that the balance amount of Rs. 1, 13,168 be adjusted in the 
refund clain1 pending \Vith the jurisdictional Assistant Collector. When 
asked how the demand had become irrecoverable when request for ad_just-
ment of the same frotn the pending refund claims had already been received 
from the assessee, the Ministry of Finance (Department of Revenue) in 
their note stated: 

''M/s. Travancore Electro Chemical Industries Ltd. had not 
requested to adjust differential dutv amount of Rs. 1.13, 16R.R5 
in their refund claim. Request bv partv for adjustment in 
refund claitn wac:; actually in respect of another d~mand for 
Rs. 6017 nnd not for demand of Rs. 1,13.168.R5. The 
incorrect factual position reported bv the Coll~ctor c0n~crned 
at the Draft Audit Para stage was based on an incorrect report 
received by him from the Divisional Officer. This is ref!retted. 
The demand for R~. 1,13,168.85 was time-barred even at the 
time it \Vas raised.'' 

1.30 The fourth case highlighted by the Audit involved a loss of 
Rs. 89,779 due to operation of time bar. In their n0te furni~hed to the Com-
mittee on the case the Ministry of Finance (Department of Revenue) have 
stated as foHo,vs: 

"M /s. DharamPur L~atrer Cloth Co. l. .. td. Dharnmnur m'lnn-
factur:'d P.V.C. filn1 l~minated textile fabrics. The unit ~ub-
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mitted a classification li~t iJJ ~ulN 1970 for PVC film laminated 
textile fabri~s classifying the pr~qu~t und~r T.J. 191 ( 2) as 
processed fabrics chargeable to duty at the r~~e of 25 paise 
per sq. unit. The Asstt. Collector approved ~ said classi-
fication in April, 1971 under T.I. 19 I~l as coateo/impregnated 
fabrics chargeable to dut·y at 25 per cent ad valorem i11stead 
of T .I. 19 I ( 2). The assessee filed appeal against order of 
Asstt. Collector and it was rejected in October, 1974 by 
Appellate Collector. The ai$,essee was asked to give price of 
the fabric cleare·d from July, 1970 to April, 1971 which was 
furnished by the assessee only in March, 1976. Demand for 
Rs. 89,779.35 was therefore, issued on 26-4-76 under Rule 10. 
Asstt. Collector confirmed the de·mand under Rule 1 OA. On 
appeal, Appellate Collector set aside the demand as time 
barred under Rule 1 0.'"' 

1.31 In reply to a question of th~e Committee as to when the assessee 
was asked to furnished the price of fabrics, the Ministry of Finance 
(Department of Revenue) in their note stated that the assessee was asked 
en 22 April, 1971 to furnish the price of the fabric and subsequently 
,reminded on 8 May, 1971, 27 August, 1971 and 29 N.ovember, 1971. 

1.32 The Ministry of Finance (Department of ·Revenue) also 'Stated 
that on receipt of the Appellate Collector~s order the matter was pursued 
by issuing further reminders on 9 January, 1975 and 14 July, 1975. 

1.33 The Committee enquired about the provisions in the Centra] 
Excise Law to deal with cases of failure of the assesse to furnish informa-
tion/documents within a reasonable time. The Ministry of Finance 
(Department of Revenue) in their note stated as under:-

"Under Section 14 of the Central Excises and Salt Act, 1 944, the 
assessee can be summoned to produce the documents.'' 

1~4 On being asked a5t. to why those provisions were not invoked in 
this case, the Ministry of Finance (Department of Revenue) have stated 
as follows: 

"It appears that the concerned sector officer (now expired) did 
not bring the facts of failure of supplying the information by 
the assessee to the notice of the higher authorities for invoking 
provisions of section 14 in time.'' 

1.35. Yet another case pointed out by Audit in the para under examioo-
tion involved a loss of revenue of Rs. 63,711 owin~ to the d¢1-ay i.n the 
issue of demand and show cause notices in respect of underassessments of 
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du~y on ~otor vehicles part for the period 1 October, 1975 to 12 May, 
1976. 

1.36 The facts of the case as stated by the Ministry of Finance (Depart-
ment of Revenue) in their note are as under:-

'"'Mjs. Sri Ramdas Motor Transport Ltd. (SRMT) Kakinada, 
manufacturers of parts and accessories of Motor Vehicles un-
der TtClriff item No. 34-A, filed price list for their product on 
24-9-76 for approval. This was approved by the Asstt. Collec-
tor concerned. 

During the audit of the records of the unit, the Internal 
Audit pointed out that the distributors -appqinted by M,'s. 
SRMT, Kakinada were related persons and as such they were 
not eligible to get the benefit of duty from out of the normal 
discount allowed to others and indi:ated that action be taken 
for recovery of differential duty on the goods cleared between 
the period from 1-10-75 to 12-5-76. A demand for Rs. 
22,722.11 was issued but the same was revised to Rs. 
63,711.11 owing to some mistakes in oalculation. The Asstt. 
Collectorate concerned issued a show cause notice on 9-4-77 
and a revised show cause notice on 3-6-77 -and thereafter con-
firmed the demand in his Adj. order dated 17-9-77. The as-
sessee preferred an appeal to the Appellate Collector concerned 
who in his order dated 21-9-78 set aside the order of the Asstt. 
Collector on the ground that Rule 1 0-A could not be invoked. 
Thus the demand was withdrawn."' 

.. ' 

Subm~snon t:l-td finalisation of RT 12 Returns 

1.37 Under Rule 173G(3) of the Central Excise Rules every assessee is 
requird to file a monthly return (RT 12 Returns) within 7 days after th,e 
close of every month which may be reduced/extended by the Collector. The 
RT 12 returns indicates the particulars of the duty paid on the exci5able 
goods removed during the months to which the said returns relatf;s. 

1.38 After the incorporation of Section 11 A in the Central Excise and 
Salt Act 1944 operative from 17 November, l980. the period Of 1imimtion 
for issue of the show cause notice against non-levy, short-l~vy of erroneous·- ~ 

refund Of duty wiJJ run from the date on which the monthly return is to be 
filed by the assessee. 

1.39 '111e Committee enquired whether any period had been prescribed 
for the submiss·ion of month1y return (RT 12 return) and completion of 
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the assessment .memorandum thereon. The Ministry of Finance (Depart-
ment of Revenue) have in a note stated: · 

"Under rule 173-G(3) an assessee is required to file monthly R'f 
12 returns within 7-days after the close of the month to which 
it relates. However, the Collector has power to extend this 
period upto 21 drays after the close of the monlh vide proviso 
to the aforesaid sub-rule. Though no period for completion of 
assessment memorandum of RT 12 return has been 5.pecificJlly 
provided for in the rules, assessment memorandum has to be 
completed within the period laid down in section 11 A of the 
Central Excisi~s and Salt Act as non-finalisation of assess-
ment may result in the dem•and, it any raised, bccomir..~ time-
barred." 

1.40 Asked whether the Government was considering to n1ake such n 
provision in the Central Excise Rules to avoid claims becoming tin1e b:trred 
due to laxity on the part of the Central Excise Offices to finalise the as~cs"­
ment memorandutn on RT 12 retu;ns and issuing show cause n·0ticc·.~ 

simultaneously whenever necessary, the Ministry of Finance ( D~partn1ent 
of Revenue) stated as under:-

"The Government are not considering to prescribe in the Central 
Excise Rules .. the period for completion of the as~e.:,-smcnt tn~­

morandum on the RT 12 returns and for issue of sho\\-·-cau~C' 

.notice simultaneously where necessary.'' 

1.41 Under Section 11.-'\ of the CentP3l Excises and Salt Act.. J 944~ 
when any duty of excise has not been levied or paid or has been ~hort levied 
or short paid or erroneously refunded, a Central Excise Oflic'~': n1av, \vithin 
six months from th~ relevant date. serve notice on the person chargc.th1c 
with the duty ,,·hich has not been levied or short-levied or ~hort paid or to 
whom the refund has erroneously been made, requiring hitn to ~how c:1u.;c 
why he should not pay the amount spec:tit!d in th·c notice. 

1 .42 The Committee enquired ·as to whether the amflunts shown du(! 
by Central Exci~e Officers in RT 12 returns not backed hv prop~r show 
cause notices were legalfy recoverable and if not whether the <lovei·~- r:.1 ::1! 
intended to take any step to ensure that sho'v cause notice ar ~ issc ~.I in 
time to avoid the cJaims becoming time barred. In a note furn;shed to the 
Committee, the Ministry of Finance (Dep·artment of Revenue) stated ns 
under: . 

"Assessment on R T 12 returns is finalised in terms of the provi-
sions of rule 173-J. This rule does not provide for issue of 
show cause notice before the deficiency is pointed out by the 
assessing officer in the assessment memorandum on the return. 



In view of this positiOn the question of taking any steps to-
ensure that the show cause notices are issued in time does 
not arise.'' 

Peadeaey of finallsation of RT 12 Returns as on 1 June, 1981 

1.43. In this connection, the Committee desired to be furnished with the 
following details: 

(i) R.T. 12 Returns pending finalisation on 1 June, 1981. 

(ii) Out Of the above, number of those which wert! hit by the ti~e 
limit. 

(iii) Reasons for the pendency of (ii) above. 

(iv) Out of (ii) above R.T. 12 Returns since finalised and total·_ 
amou~t of demands hit by the time limit, and 

(v) Procedure, if any evolved or guidelines issued to efisure that all· 
R.T. 12 assessments are finalised well within 6 months. 

1.44 A statement furnished by the Ministry of Finance (Department of · 
Revenue) i.ndioating the above details is shown as Appendix I. 

1 .45 The position of pendency of RT 12 Returr.s as on l June, 1981 and _ 
the total amount hit by time limit which emerged on perusal of the details 
furnished by the Ministry of Finance (Department of Reven,,e) is indicated 
in the following Table: 

Particulars 

I. ~unt 1 )·-·r ()f H.T 12 H..c~turns p~·nding fin·1lisatirn1 o:1 
I fu.H", rgUt 

~. Out ', · the a b )\'t", nurnhcr of RT' 1 ~ R.eturns hit bv 
tlw tin1.· lin1it · 

3· Out of (-.tl ah >VL· :{~r 11 Return~ finali~d and total 
anl·>unt hit by ti:n · li rnit 

--- -·--------------- ' ·------------ --------·-----

No. Periods An1ount 

51,4 r 7 1962 to 
19f11 

i_f~.30!l 197'1 to 
I gf~ 1 

3·'55 1~75 to 33·~,7~320 . 
1981) 

1.46 The reasons attributed by the Ministry of Finance tor the pen- -
dency, in general, -are summ,.rised as follows: 

1 . Pending with High Court 
2. Provisional •assessment 
3. Non-production of records 
4 . Pending with RO 

· S. Non-approval of classification/Price lists 
6 .. Shortage of staff 
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7 . Late receipt of report on s~mpl~s 
8 . Reorganisation of range oftices 
9 . Complicated nature of work. 

1.47 From the information made available by the Ministry oi Finance 
it was also seen that different proced~res were being followed in di,erent 

I 

. collectorates for watching the fi.nalisation of R T 12 returns. 

1.48 While intimating the steps taken by the Central Board of Excise 
and Customs for ensuring timely finalisation of HT -12 retu~Qsl' the Ministry 
of Fioonce (Departmenf of Revenue) forwarded copies of the Board's 
instructions dated 30 August 1980, 26 March 1981 and 15 July 1981. 

1.49 In their instruction dated 30 August, 1980 to Collectors of Central 
_.,Board of Excise and Customs h-ad inter alia stated. 

"2. In confidential instructions mecnt for departme~t officers is-
sued at the time of introduction of the Self Ren1oval Pro-
cedure it had been stipulated that RT 12 returns should be 
finalised be.fore the re:eipt of the next RT. 12, i.e., within a 
period of one month. 

3. Every effort should .. therefore, be made to assess RT. 12 within 
one month of its receipt. If for some reason, it cannot, be 
finalised within one month, its assessment should be completed 
in any case within three months of its ~ubmission. 

4. In order to ensu·re a timely fioolisation of Rl·. 12 returns the 
supervising officers should during the course of their visits make 
it a point to check up the pendency in this regard. 

5. Moreover, for keeping a proper watch a J!!Onthly statement in 
the enclosed proforma should be subrhltted by the Range 
Superintendent and the Divisional Officer. The Assistant Col-
lector should examine all the cases pending fol more th•an 3 
mon~ in his division and give necessary directions to the 
Range Superintendents for their early finalisati-an. Y au should 
review the cases in which RT. 12s have been pending for more 
than six months and give -suitable guidance to your staff.'~ .... 

1.50 Further, in tbeir communication dated 26 March 1981 addressed 
· to all ColJectors Of Central Excise, the Board had inter .alia instructed:-

" ...... The Board bad an occa~ion to examine in consultation with 
the Mini~try df Law, whether completion of the .l\ssessment 
Memorandum on the reverse of the RT. 12 return would attract 
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the fime linn1s ~te~nl)ed under Rule 10 and 1 1 Of the Cen-
tral Excise ltules, 1944. " Ministry of Law advised that the 
tun·e limit pteScribed under rules 10 and ·11 applied to reco-
very Of short levy of refund or excess levy ·ev.en under Chap-
ter VIlA, &3 rule 173J e~tended the pr6visions of rules 10~ 
and 11 to the self Removal Procedure and there was nOt~. 
exception in favour of rule 173(1). 

2. Though rules 10, 11 and 173J have been omitted and replaced 
by sections 11 A and 11 B of the Central Excises and Salt 
Act, 1944 the above advic.e will equally apply to the present -
situ·ation. In other words, demands! refund on R.T. 12's 3.56--
essment have to be finalised \Vithin the time limit laid down in 
sections 11 A and 1 1 B. 

3. In view ·of the above, you are requested to take immediate steps 
to ensure that the Assessment Mem·orandum on the RT.l2 
is completed within the time limits statutorily laid do\\'Il. The 
fie]d formation~ may also be suitably informed ...... " 

1.51 Instruction issued by the Board on 15 July, 1981 seem to be a 
follow-up action on the audit objection. 

1.52 Asked whether the period of ·:;ix months prescribed under Sec--
tion 11 A and 11 B was adequ~te to avoid the claims becoming time barred 
particularly in RT 12 cases, the Ministry of Finance (Deptt. of Revenue) 
in a note stated: 

''The period of six months prescribed under Sections 11 A and 
liB is considered to be prima facie adequate. It may be 
mentioned here that thi5 rcriod \\'as prescribed initially in 
rules 10 and 11 as amended in 1977 in the light of the de-
cision taken on the recomn1endations of the Central Excise 
(SRP) Review Committee. However, in cases of lock out, 
strike etc. in a fJctory sotnetime~ RT. 12 returns are not filed 
in time i.e. the deemed da:e limit. The matter e1f meeting 
such special •3ituations leading to delay in filing RT-12 re-
turns is being separately considered." 

1.~3 the ,provisions ·ror recovery of duty in ~ of short-leY)',. 
nria-levy or erroileous refunds have undergone a number ot ch ... lroaa 
~~e to time since the inception of the Central Excise La"T· A pe~d of 
three months had been prescribed in Rule 10 of .. the Central Excise R .. es 
i944.to suit tbe physicai type of co~trol in vogue before 1968. After ~­
~Of Self Removal Procedure (SRP) ia 1968, the time limit WIS 
~Sed to One year for such assessees through the insertion of rule 173-J·-
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.in the .ceatral Excise Rules. The amendment to Rule 10 of the Ceatral 

.Excise Rules with etfed from · 6 August, 1977 replaced the time lbait al 
·one yearj3 mouths by a unifo·rm time limit of six months in normal CMel 
,and a period of 5 years in cases of fraud, coBusion, wiHul mi~-statement 
su~ssion ot ~ts or contravention of mles with intent to evade duty. 
As the constitutionality and area of operation oi Rule 10 ha~ ·been a IJIIb-
ject mater of controversl in the var·ious High Courts and the Supreme 
Court, the Government on the recommendations of Central Excise (SRP) 
Review Commi·ttee i.'1corporaied Section 11 ;\ in the Central Excises and 
Salt Act, 1944 itse-lf lllhicb can1e into force on 17 November, 1980 retain-
ing the period of 6 months;s years •for rerovery of duty a.nd thereby omit-

·.ting fhe, corresponding provisions in the Central Excise Rules. Section llA 
of the Act differed from the erstwhile Rule 10 of the Rules in so far as the 
''relevant date'' from "rhich the limita~ion for issue o•f show cause notice 
had to start, was concerned. "nhile u.~der the erstwhile rule 10 ''relevant 

·date" was defined to mea~n ''the· date M ~rhicb the duty is -required to be 
paid", under Section llA, it has been defin~d to mea~ either the date on 
\\-·hicb t.he monthly return i~ st~bmitfed or "'here no monthly return is sub-
mitted, fhe la..~t date on which the said return is required to be filed. 

1.54 The Committee are greatly concerned to note that there had beea 
a loss of revenue amounting to Rs. 1.06 c:-rores to the ,public exchequer 
due to non-issue of demand within tbe prescribed time limit in respeet of 
assessments duri.~g the ~~ear 1979-80 in 49 cases. The reasons for the 
operation of time b1lr in these cases '~ere attributed by the Ministry of Fia-
ance to non-compliance of instructions, non-det~tion of irregularities Ia 
time, failure to check dnf~r liability from time to time, noo-,·cceipt of 
the Tariff Advice by the Range Officers etc. The conclusion is inescapa-
ble that the losses ha,·e primarily occurred dne to the laxity and negli-
gence on the part of the derartn1ent. This conclusion is further subs-
tantiated by the Cc•:nmittee's examination in detail of S such specific cases 
pointed out by Audit in the paragrapb under exanaination where it was 

-fouad beyond doubt that fhe Jos!'es had m9inly arisen due to the inor-
dinate delay on the part of the department in raisi11g demandsjiSIIIIi.nc 

· show cause notkes. 

1.55 During examination the Ministry of Finance had maintained 
·that the period of six months prescribed under Section llA was considered 
by them to be prima facie adeq11ate. K~eping in view this fact and coa-
sldering that a substantial amount of dufy had to be foregone duriiftg the 
year 1979-80 due to the faDure on the part of the dept~rfment In lssuiJII 
die deiiUtlllds within the prescribed time limit, tbe Committee woaJa 

·strongly reoommead that the Ministry of Finaace should tboreugbly ... 
:.alyse die reasons for these Ia~, ascertain to what extent tile ....,. 
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~ere avoidable, iclendf' the sbort-~np in the flmdi..mc of die 
departmeat ia this respect, responsibility of iudlvidual ollicen - take 
appropriate measures iD order to avoid SDdt losses in future. The Com-
mittee, in this connettion, wo11ld like to emphasise the need for finalising 
the assessments promptly and concluding the checks and audit of assess· 
ees aceooots regularly. 

1.56 The Comtnittee find that in one of the 5 cases viz. that of Mjs 
Kuamrdbubi Engineering Works Ltd .. under Patna Colectorafe,. engaged 
in the manufacture of steel castings, in irregularity was detected in 
March 1977. However, tbe demand notice for Rs. 16.64 lak.hs for the 
peri(\d March, 1975 to May, 1979 was raised on 7 Feb·rna.ry, 1980 only 
an!l bad to be served through the fa-ttory head•!JUarters as the factory wu 
by tben closed. A~cording to the Ministry of Fina11ce, the delay iD 
~ising demand occurred as "it took some time to ascertain the exact 
value of fhe machined castings" .. 4 • The 1\1inistr~' have subsequently in-
formed the Committee that a~ tl.,e case \\'as alleged to be one of so~pres­
sion of facts, tbe demands had been issued on the basis of five years 
period, and the case was stat,~d to b~ under the process of adjudication. 
lbe Committee \vould~ like to be informed of t~1e final outcome of the 
case. 

157 The Committee find that a demand raised b~· the depa,tment 
against an under assessn1ent o~ d~!f~r of Rs. 1.13 lakhs for the period 10 
March, 1970 to 28 June .. 1971 in respect of calcium carbide on M!s Tra-
vancore Electro Chemical Industries L.td. under Cocllin Collectorate was 
set aside by the :\ppellate CoU~·~tor on the gro~'nd of ti1ne h3r. "rhe loss 
has occurred on ~cconnt of the failure of the departrnen~ itl fr-tking timely 
action. Ac:ordin~ to the Aur!it ~!lragrapb~ the Ministry o·l Finance bad 
informed the .\ud1t that the ns,es~ee had requested for tbe adjustmeat 
of the short lev~· against his refund clait:n pending ":i1b the jurisiHctional 
Assistant Collector. The Ministry of Finance have now stated that tbe 
reque~t by t'he :~ssessee for adjus!ment in refund clahn ,,·as i., respect of 
another demand a.nd th~ d~mnnd for Rs. 1.13 lakJJs had become time 
barred even at the tin1e it ,,·as issued. E"'pressing regret over the incor-
rect iofonnatjon furnished to tbe Audit, the Ministr~· bave added that, 
'the iiM!orrect factual po~ition reported b~· fhe Collector concerned at the 
Draft Audit para stage was ba~ed on an incorrect report received by him 
trom the Divisional Officer''. The Committee would. in this connection, 
like to be apprised of the prcc.'ise legal position of adjustment of outstan-
dilll demaad from the pend~''t.: ref11nd claims. The Committee wnuld 
also Uke to be apprised of the specific reasons for delay in raising the 
demand. 
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1.58 The Committee find ·!irom another case pointed out by A._ 
t~ an appeal filed in Se·ptember, 1971 by Mjs. Dbarlltlpur Leather 
Ooth Company Ud., an assessee under Baroda Collectorate maDIIfactur-
ing P.V.C. Film laminated textile fabrics against the classification app-
roved by the departme·nt was dismissed by the Bf!pellate authority as 
time barred in October, 1974. A show cause notice and demand for 
differential duty for the period Jul~·~ 1970 to April!' 1971 during \Vhich the 
product was cleared on payment of duty at lower rate was, however, 
issued by the department in April. 1976 only. On an appeal filt!tl by die 
assessee against the snid demand t'he appeDa~te a·ttthority held in July, 
1979 that the demand was not susta·inable under role 10 of Central Ex-
cise Rules 1944 . ..'\ccording to the Ministry of F!,11ance tbc delay in 
raising the demand occurred as the price list was oY,tained ·Erom the asses-
see only in March, 1976~ From tl1~ infornaation furnished by ~linistry of 
Pintmce the Committee find that the assessee was requested to fomislil 
the price list on 22 ApTil, 1971 and subseqnent1y reminded on 8 May, 
1971, 27 August, 1971, 29 November, 1971, 9 January, 1975 alld 14 
Jdly, 1975 ... 4-pParently, the matter "·as not pursued during the period 
December, 1971 to September, 1974 and .. t\ugust, 1975 to Februnr~~ .. 1976. 
What is more intriguing is that the department did not take timely re-
course to Section 14 of the Central Excist- and Salt Act, 1944 \\'hi(."h em-
powers the Government to summon an assessee to furnish information) 
~oduce documents. The Mini!~try of Finance ha~e not been able to 

adduce any plausible explanation for this lapse and have merely stated 
that, i'it ~ars that the concerned sector officer (now expired) did not 
bring the facts of failure of supl~'ing the infonnation by the assessee to 
the notice of the higher authoritie~ f«W invokin~ provisions of Section 14 
in time''. The Committe" f.,d the reply of the Ministry totally unc:on-
vrncmg. They cannot but reach at the con·clusion that this is clearly in-
dicative of the casual manner in \\'hich matters relating to raisin~ of de-
mand are being dealt "ith in lihe Departme-nt.. 'fhe Ccmmittec \vnuld 
like to express their concern at this unsatisfactory state of :tffairs. The 
Committee recommend that while examining the reasons for delay in rais-
ing demands and formulating suitable corrective action as recommended by 
the Committee in an earlier para~raph, the Ministry of Fi.!1an~c should 
take necessary steps to obviate recurrence of the ~~pe of lapse dealt with 
in the instant Qase. 

1.59. Th~ Committee note that after incorporation of Section llA 
iJl the Central Excise and Salt Act, 1944, the period of limitatio·n for 
issue of the ·show c~use notice for non-levy short-lev~' or erroneou~ re--
fUIId of duty will run fi"OIII the date on which the monthly return (RT ll 
Returns) is to be submitted b~r assessees where such retum is required 
to be filed and where no monthly return is submitted. the last date on 
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wbich soda return was to be filed and in any other case, the limitatioD 
wiD continue to run from the date on which duty is paid. From tbe in-
formation furnished by the Ministry ot1 Fiaanee the CommiUee fiDd that 
in all tbe CoUectorates taken together, 51,417 RT 12 Returns were pea· 
ding final.isation on 1 June 1981 ranging over a period of 13 years from 
1968 to 1981. Out of these, 8309 returns ranging from 1975 to 1981 
were stated to have been· hit by the time limit. . According to the infor-
mation t1umished by the Ministry of Finance, out of 8309 returns, 3155 
returns rela~ting to 1975-1980 had since been finalised and an amount 
of Rs. 33,57,320 w~ lost due to operation of time bar. . . . • • . 

1.60 The Ministry of Finance attributed this disquieting level ol 
pendency inter alia to cases pending with High Comts, provisional as-
sessments, non-production of records, returns pending with range ofti~ 
non-approval of classification/price lists, shortage of staff, late receipt of 
report on samples, reorganisation of range offices, complicated nature of 
work etc. The Ministry of Finanee have, however, stated that instruc-
tions. were issued to the CoUecfors from time to time emphasising the ueed 
for timely finalisation of RT 12 Returns. In this connection, the Commit-
tee find that at the time of introduction of Self Removal Procedure it bad 
been stipulated that RT 12 Returns should be finalised before the receipt 
of the next return i.e. within a period of one-· month and if for some 
reason if cannot be finalised within one month, its assessment should be 
completed within a period of 3 months of its submission in any case. The 
fact that returns pertaining to a considerable length of time, in some C88e8 
ranging tijpto 13 years, remain yet to be finalised clearly indicates that tbe 
Central Board of Excise and Customs have failed to exercise adequate 
control in ensuring prompt finalistaion ot RT 12 Returns. The CommiUee 
feel that most of the reasons given for pendency of returns are such which 
can be removed by toning up the "'orldng of the Department. As the 
crucial data for issue of show cause notice is now closely linked with the 
submission oiJ monthly return the Committee would strongly recommend 
that the Central Board of Excise and Customs should immediately look 
into specific cases, particularly those '~ch are pending for more than 
S years, identif~? the reasons and find out how for fhe laxity of officers 
concemed bas been responsible for these delays and take corrective me-
asures. The Committee would tike the Central Board of Excise ond 
Customs to introduce a regular system ot monitoring in respect ol aD 
Collectorates to ensure that tbe returns nre firnalised expeditious)~·. . . 

1.61 In thi~ connection.. the Committee note that present1~, no time 
limit has been specifically provided in the Central Excise R1tles for com-
pletittn of assessment memorandum on RT 12 Returns. The Committee 
would recommend that the Government should consider the desirability 
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ol prescribiDg a time timit Ia the Central Excise Rules for the ftnaH•atioa 
ol assessment in RT lZ returns iD order to avoid delay In ftnalisatloa of 
MSessments and consequently the deJDMds becoming time barred due to 
ladty on the part of the department. 

1.62 Another disquieting feature which acme to the notice :of the Com-
JIIittee during tbeir examination was that no uniform procedure was beiDg 
tolowed by different CoUe·ctorates for watdling the finalisation of RT 12 
Returns. The Committee recommend that tbe Central Board of Excise· 
~ Customs should look into the matter and take necessary measures to 
lay down uniform procedure for watching finaUsation ot RT 12 Returns. . 

1.63 During examinatio.n, the Committee desired to know whether 
tile amoDDts of short assessments shown due by Central Excise Officers 
on RT lZ Returas which are not backed by proper show cause notkes for 
want of any provision in mle 1731 for the issue tof show cause notices 
could be legally enforced against assessees who choose not to place further 
debits in the Accounts Current as required in that rule. In their note the 
Ministry of FinaDce have merely stated that, "Assessment on RT 12 
Return is fiualised in term of the provisions of Rule 173 I. "fhis • 

dOes not provide for issue of show cause notice before the deficiency is 
pointed out by the assessing officer in the assessment memorandum on 
the return''. This does not answer the point at all. The Committee· 

would like to be apprised of the precise legal position in respect . of re-
covery of the amounts shown due on RT 12 Returns in the absence of. 
piOper show cause notices for ,~bich there is no provision in thnt rule . 

. 1.64. The Committee note that in the ~wly introduced Section llA 
of tbe Ce'Dtral Excises aad Salt Act, 1944, there is no saving clause in 
lavour of pending show cause notices issued under fhe erstwhile rule 10. 
To a pointed question of the Committee as to whether such notices ~psed 
in the abseace of the saving clause in the new provision, the 1\finistry of 
FiDaDce infer alia replied tbat the matter was stiD under examinafion in: 
coDSUitation with the Ministry of Law .. The Board, however41 in their 
circular No. 1/81-CX-6 dated 12 January, 1981 clarified that the instruc-
tions of 13 Mareb 1978 wiD mutatis mutandis apply in such ~s. There 
is ~o indication in tbis circular about the advice given by the 1\finistry of 
Law. The Committee recommend that the matter should be expeditiously 
examined and tbe position made abundanOy clear. They would Uke fo bf!! 
informed of the final results of the examination. · 

NEW DELHI; 

17 Aprjl, 1982 
27 Chaitra 1904 (S) 

SA'fJSH AGARWAIJ 
Chair1na11 

Public Accounts con1nlittet·. 



PART II 

Minu~es of the sitting of the Public Accounts Committee held on 16 
April 1982 

The Committee sat from 1500 hrs. to 1700 hrs. 

PRESENT 

Shri Satish Agarwal - Chairman 
2. Shri Tridib Chaudhury 
3. Shri Ashok Gehlot 
4. Shri Hari Krishna Shastri 
5. Shri Satish Prasad Singh 
6. Shri N. K. P. Salve 

7. Shri lndradeep Sinha 

REPRESENTATIVES OF AUDIT 

1. Shri G. N. Pathak -Director of Audit (Defence Services) 
2. Shri R. S. Gupta - Director, Receipt Audit 
3 Shri N. Sivasubramaniam - Director, Receipt Audit 
4. Shri K. H. Chhaya - Joint Director (Railways) 

5. Shri G. R. Sood - Joint Director (Reports) 
6. Shri N. C. Roychoudhury - Joint Director (Receipt Audit) 

SECRETARIAT 

1. Shri H. G. Paranjpe - Joint Secretary 
2. Shri D. C. Pande - Chief Financial Conunittee Officer 

3. Shri K. C. Rastogi - Senior Financial Committee officer 
4. Shri K. K. Sharma - Senior Financial Committee Officer 
2. X X X X X X X 

3. -:fhe Con1mittee then took up for consideration and adopted 
the draft 92th. 99th, 102nd and 103rd Reports with minor amend-
ments/modifications. The Committee also approved some amendments) 
modifications arising out of factual verification by Audit. 

4. 111e ainendmentslmodifications ntade in the draft 99th, 1 02nd 
and 103rd Reports are indicated in Annexures I* to III. 

The Co1nn1ittee then adjourned 

----------
*Annexure I is shown as Ashard: *II. Annexures II and III are 

not printed. 



APPENDIX I 

(Vilk para 1.66) 

Statlmlfll showing Jltndency nf f&MliJation of RTR RtturnJ 4f ora 1 1unt 1981 

-- ·~ --"="' 

Collect orate R.T. 12 Out of R~asons for pen .. Out of col. 3RT 12 Rr.turns Procedure if any involved 
F .. ettJrns pen· col. 2 tlenC\' for cases -.------------ or guidelines issued to Remarks 
ding finalisa· No. of sho'-Vn in col. 3 Since Total number ensure that ,u RT 12 
tion on those finalised of demands assessments are finalised 
1-6-81 ·which hit by the well within 6 months 

are hit by timt' limit 
the time 
limit 

----
2 3 4 5 6 7 8 

Col-) 
0 

1 Ahm~dabad . 1979 6 Nil Not applicabl~ Nil Nil 1. Pendency position 6 RT12 of 1979 
1980 14 being watched every and 14 or 1980 
1981 lOS month at Div. & Hqr • pendiug fiDalisa· 

level tion as a result 
125 2. All assessing officer of interim or 

have been instructed to ders ol Gujarat 
asseu RT 12 wit bin High Court. 
time-limit to avoid 
demands getting time 
barred. 

2. Allahabad 1979 71 7 34 cas~s are pending Nil NH Constant watch is being 
1980 57 57 in High Courts and kept over the matter 
1981 252 32 62 due to provi- through monthly re· 

sional as9essm~nt. tt.DDI and adminil-
316 96 trative reports. 



(as on 16-9-81} 

3. Bangalore 1975 36 . . 3 9 cases are pan din!! 1978 Nil Detail~d insb uctions 
1976 48 .. for non production 1979 23 1980 have b~en issued to the 
1977 69 .. ofrecotd~ like in- 1980 88 1980-82 Div. Officers to en,me RT 
1978 89 1 voices and l4S 2188-~8 I 2 are ·finalised within 
1979 121 37 cases pending wi tl1 - 6 months of their filing 
1980 315 135 Range Officers for 117 4169-00 and laxity if any noticed 
1981 10"..3 3 ~erutiny ,vill not be viewed le-

niently. A return is 
being prescribed to 

1701 184 .ceep a track of such 
.....- ca§e' 

4· Baroda • 1978 12 Nil Nil Nil Nil Instructions have been RT 12s 78, 79 
1979 84 issued to the assessing 1980 pending due 
1980 62 officers to assets the to comt cases or 
1981 3361 RT 12s within 6 involve pro vi-

months. Pendency of sional assessment. (.a,) 

assessments is ot.erved 
..... 

3Sl9 from monthly admi-
nistra tive reports. 

S. Bombay-! 1977 J3 11 Non-approval of 1978 13 Periodical meetings held Out of cases al 
1978 77 ~7 classification lists, 1979 122 61,81,134.94 by Divl. Asst. Collectors col. 5 an amount 
1979 364 303 price lists, non-p• o- 1980 372 ,._it h Range Officers to of 3, 72,148•37 i.t 
1980 1771 1049 duction of records, - Re•·iew pendency posi- not to be finalised 
1981 S49S --- for want of chemi- 507 tion strict \vatch kept on and the same may 

,............._ 1420 cal reporta and pendency through not be hit by time 
7720 ~- shortage ofstaff perio<fical ~ tatements bar on account of 

misdeclaration by 
the assesee and 
bonafide short 
payment agreed 
to by assessee. 

- ---------· 



2 3 4 

-
4· Bombay II 1975 3 3 

1976 12 12 
1977 12 12 
1978 22 17 

1~ 90 78 
463 351 

1981 46og ----
5391 473 

-~-

7· Bhubaneshwar, 
19;6 5 5 
1977 12 12 
1978 16 12 
1979 34 12 
1980 107 36 
1981 133 

(till 1-6-81) 307 77 --- --

5 6 

For want of appro- 1978 
val ofC.L. and P.L. 79 
non-production of 80 
concern~ docu-
ments (invoices) by 
the assessees; issues 
pending with High 
ceurts and Ap~l-
late Collector; due 
to latt'" recript of 
report on samples 
sent for test. Non-
availability of re· 
cords due to fac-
tory being on strike 
under seruti Dy. 

Pending due to ad .. 
judication proeedi-
ing (required for 
finalisation and ap-
proval of price 
lists with Asstt. 
Collect. due to non .. 
production of challa· 
ns, in voices, hills 
etc. 

1977 
79 
80 
---

7 8 

5 Being asccr-
36 tained 

224 

6 -Do-
8 

12 
---

26 

9 

The field format ions are 
r~peatedly instructed to 
finalise all RT 12~ 
within time limit of 
six months. 

Collector has issued a 
circular dt. 16-4-81 
asking field officers 
to finali~ assessment 
on R T 1 2s provisionally 
to avoid the mischief 
of time bar. This has 
also ~n di~sd by 
Collr I Add I. Collr. 
specifically during their 
inspection visits 
Ranges and sectors. 

to 

10 

w 
~ 



8. Calcutta 

1968 " 69 12 
70 12 
71 74 
72 13 
73 35 
74 36 
75 212 75 18 
76 347 ~ 72 
77 661 77 717 
78 D77 78 396 
79 4768 79 452 
80 2854 80 719 
81 4394 ---

11411 s 1874 
....-.-- -----

9. Chandigarh 
1981 280 Nil 

Want of approval 1975 19 4-0,587·00 
of clusification lists j6 s6 
price lists dui! to 77 177 

shortage of staff 78 258 
acut(' shedding. 79 220 

80 298 

Not applicable Not applicable 

Nec~sary guidelin~s in 
this regard were al-
r~ady issuro 1:-y Collec-
tor Dy. Collr. Asstt. 
Collr. concerned for 
sp~dy fin llisation of 
R T I? asliessm~nts. 

Officers have been ins-
tructed to ensure that 
R T 12 assessments are 
finaliseu well before the 
expiry of 6 months. 
Senior Officers on their 
inspections also ensure 
this. Besides coatrol 
is exercised through 
monthly statements of 

Out of RJ. 4.0,587 
shown at Col. 
6, an amount of 
Rs. 38,618 were 
due to mis-state-
ment and mis-
declaration and 
the provision of 
5 years is attrac-
ted. In respect 
of rem:~ining 
amount demands 
raiJed du~ to 
some calculation 
mistake and in 
all cases the asses-
see has agreed to 
pay the amount 
demanded. 

p~ndency received at 
Hqrs. office. 

w w 



-- -----··-- 4 -- ___ ,_- -- ---- _.... - -·- ----- ------.-----
2 3 4 5 6 7 8 

~-----·------------------ ----- -~-·~-

10. Corhin 1977 J 3 R·r 12s p~ningfor 1977 3 1 !26)033. 95 Prog ff ss of fi11al i~at i (' 1 of 
1978 28 • a\vant offinalisa- 1979 13 R 1~ 12 is wa tch-mo nthl y .. 
1979 181 13 tion ofexr-mption 1980 100 statements and adminis-
1980 932 101 classification prob- - trative reports. 
1981 14 .. lrtnl of staff and 

complica'ted naturr 1 16 
2368 117 of work involvf'd/ 

want of chemical 
rxamin~s rroport. 

11. Guntur 1980 2 2 Du~ to non-pro due- 2 prJ:ding }{.1 12s 1\o:'l\'f l1ow- Instrudioi s issuf (1 to 1hC' 
1981 41 .. tion ofrecor~. f'\"{'T h<'rn finalisrd without filed formatior~ t( (< m----- having to raise demands. plete ass~ssm~nts ofRT w 

43 2 12s within a time-limit. ~ -
12. Indore 1977 12 .. Short ofstaff 19j9 98 Board's instructio r s dt. Out of Rs. 

1978 11 .. 1980 97 7903.65 3o-6-8o has b~en circulatt"d 8903 . 65 sho¥.·n 
1979 132 111 195 and a strict wa;thc is being at Col. 6 an 
1980 190 120 kept on the pendency of amount of Rs. 
1981 218 .. assessment of RT 12 4339g88 has 

returns by scrutiny of since been 
563 231 monthly returns. realised. 

13. jaipur 1978 16 16 Non-production of 1<}78 18 Instructions havr been The time limit 
1979 93 90 rt'cords. \Vant of 1979 6725,40,400.96 issurd ·whf rf ir the man- taken into 
1980 191 122 Chartered Accuun- 1980 118 ner in which impl~men- account for 
1981 310 .. tats Certificate, - tation of thcst instruc- preparing RT -- for want ofap- 193 tions is to be ensured at 12s bit bytime 

610 2-t8 prova 1 of classifica- --- --- ~- various Sllpervisory le- bar has been 
t io n/pric~ liC\t~. vels has also bren laid taktn as its 

do\vn. months. 



14. :\ladras . 1975 18 18 
1976 66 43 
1977 108 72 
1978 ts7 116 
1979 317 226 
1980 1321 613 
1981 3p3 . . 

5440 1093 

1 S. ~ladurai 1978 32 Nil 
1979 I 59 
1980 219 
1981 287 

..--
697 

Non-appro\·al of 1979 10 
price fcla4J5i fica t ion 1980 88 
lists. \Vant of 
Chemical Excuni- 98 
nersrehort. Non-
availa ility o fr~-
cord shortage of 
staff Re-organisa-
tion ofrabgrsdi~-
pute rrgarding pro-
forma crcdi t. 

Nil Nil Nil 

!\il Instruction~ issu( d to 
All Assist~nts Collrc-
tors. Intrnal Audit 
Prties and s u'pervismEl: 
Officers are also loQki'ng 
i\.nto this particu Iars 
aspect . 

General circular issut d 
in pursurance ofBoard·s 
instruction dt. 30-8-~0 
to all Rang~ Officrrs, 
and the position of pen-

largtr number 
of casts su~ 
pression or mis-
declaration is 
involved and 
so time limit of 
five years may 
apply. This can 
be decided only 
when adjudica-

tion proce~dings 
are complete. 

Expl an at it. n t o 
Col. 3 to 6 a 
the CL:S( s C>.fc..•· 

ding six month 
were co,·t f( d 

dency continues to b~ 
reviewed periodically. 
similarly the im-
portance oftin1ely com-
pletion of assessments 
"'as stressed again in 

tithrr by thr stay 
ordtrs of the· High 

count or were 
under provisional 

assessment. 

July 1981. 

------------------

(J.) 
Vl 



1 2 

16. Meerut 

l7. Nagpur 

18. Patna 

r9. Pune 

3 

1978 
1979 
1980 
1981 

1980 
1981 

1980 
1981 

-·---------~~-~ -

29 
26 
62 

943 -1060 

II 
8 

19 

18 
1475 

1493 

Nil 

Nil 

11 

Nil 

4 5 

Not applicable Not applicabh· 

Nil Nil 

1 1 of 1980 311 the 1 1 
ass~ssee fail<'d to 
submit required tran-
port challans ("tc. 

Nil Nil 

6 

Nil 

Nil 

Nil 

7 8 

On recipt of Memb~r 
(CX)'s D.O. dated 

RT-12's pendin~ 
were assesae 

30-8-80 detailed ins-
tructionJ were issued to 
all the field formations 
to ensure that RT-12 
assesments are finalised 
well within the period of 
6 months. Special re-
poTts caled for from the 
Assistant Co lie tors and 
the position is revi{ wtd 
periodically in Assistant 
Collectors concurrence. 

Nil 

Dctailrd guidrlinr 5 for 
finalisation o1 RT-12 
returns within the pre~ 
cribcd time limit was 
issued. A watch is 
maintained through 
mothly reports received. 

Necessary instructions 
have already been issued 

to all Asstt. Collf'ctors 
to ensure timely finali-
sation of RT-12s and 
all the Asstt. Collec-
tors have been asked to 
report the pendency in 
their monthly adminis-
trative reports the posi-
tion ofpendency is cri-
tically watched. 

provisionally & 
hence time bar 
not attractive. 

Th~re is no RT-12 
~nding more 
than 6 months. 

c.,.) 
0\ 



2o. Hyderabad 19~ I .. For want of classifi- 1977 ~ Being ascer- The Divisinal/Range Officer Amount at Col. 6 
19 12 .. cation/pri~ lists 1978 9 tained have been duly instruc- is being ascer-
1977 ~5 13 want of production 1979 36 ted to finalise the RT- tain~. 

1978 39 41 of records. Dispu- 1979 36 12 ~ssment within 
1979 144 go ted cases Court tht- time limit prescribed 
Ig8o 4s8 lo4 easel. in Sec-1 1-A and avoid 
tg81 7o8 .. delays in caseofdisputed 

-- assessments, field offi-
t4o8 348 cers have been advised 

to take action by issuing 
show cause notice within 
tim~. 

2 r • Shillong tg81 63 Nil Nil Nil Nil Finalisation of RT-12 
within six months is 
ensure through month1y 
Administrative Reports 
wherein receipt and dis-
posals of RT -12s are 
fwnished. A& per exis-
ting imtructions checks ~ 

of RT -12 are required 
-....) 

to be complmd before 
the receipt of the next 
RT-12. 

22. West Bengal 1977 II 11 Nil 112 Nil•• APart from th~ set of ••In 3 cases the ItT-
1978 28 28 instructions to the con- 12 did not have 
1979 36 36 currence of field for- any differential 
Jg8o 40 37 mations on finalisation duty. In 71 cases 
lg81 8o6 .. of R.T. I2S in time. RT-r~s will aU 

---- --- ~ ----~- During monthly con- come in 5 yean 
921 112 ference of Asstt. Col- of time limit. In 

lectors. Collector exa- g8 case demands 
mines individually as were raised prior 
regards RT•I!.Z and oth~r to finalisation. 
matters. To guard 
against pendency of 
finalisation of RT-1~ 

~- -... - - --------- ---_..., ~--



t 3 

as. Kanpur . 1979 22 
rg8o 83 
rgBr 4g6 

6ol 

-- ----------

-----~---~ -
4 5 

. . Incornplete inforrna· 22 
2~ tion gi~n by tlt{" 

I\il a.-~ in price 
---- --- - -· - listl and dut to 

22 ht!avy work load. 

-. ~ --- ~.,_....._____ -& --.----

6 

Nil 

7 

beyond 6 months the 
target has been fixed in 
all the Divisiont to fi-
nalise the RT -12 within 
3 months. 

Instructions received 
from the Board sptci· 
fying the time limit has 
be~n rfSi terated to lower 
formations. ~1oreover 
the pendency and n~d 
for expeditious disposal 
is being rr~atedly poin-
ted out in the Internal 
Audit Reports and other 
communications to Di-
visional Officers. They 
have also been asked to 
certify that No RTs 
are pending in the Ad-
tninistrative reports. 
fusistant Collectors 
are advised suitably 
to finalise such RT-121. 

8 

c.,) 
00 



39 

Collectorate ....... ___ 
Delhi 

26 1. RT 12 Returns pending 1975 
finaliation on t-6-81 1976 

1977 

1978 

1979 

tg8o 

tgBr 

26 

26 

tl5 

758 

I66g 

2470 

a. Out of Col. 2 No. of those 1975 
which ar(" hit by the time 

2 

limit. 1976 2 

3· Reasons for pend~ncy for 
case~ sho\\'n in Col. 2 above. 

I9ii 27 

g8 

639 

1077 

12 

For \vant of certain records/ 
price lists and classification 
disputes/want of reports 
from Chemical Exa-
miner/DGTD; Non-
approval of price/ classi-
tication list; want of 
charte['("d accounts cer-
titlcatc shortage of staff; 
due to transfer of ~-
cords h) other rang~ etc. 

---------- --·-··-----
4. 0 ut of C.ol. 2 RT 1 ~return~ 

tince fmati.sf'<l-":-\o. 

.. fotal anlount of dcnund~ hit 
uy tirnc Jirnit. 

t97S 
l~)i9 

12 

'flu· arnount of short lt'VY 
invoh·~d i~ Rs. 3676~·o5 
out of which a sum of 

Rs. 5337·02 bas !'ince 
he·r n got d("po'\i ted. 

---------, --·----' -·· __ ,_ ___ ,. ________ _ 

Goa 

Ig81--'l77 

lg81-17 

6 R T t ~ are pending on 
account of appeal filed 
by ~ useaee. -rile 
re ma.inng 1 1 cue~ which 
had been under investi· 
gation for allege. under-
valuation are being ana-
liscd expeditiously. 

Nil 

Nil 

Not~ : Some of these ca~~ \\'hich are P~~ntling for reatoa~ stated in p.1ra ! would be 
covered hy proViiion:.l ao;~1illl"'Ut and striclly sp:aking, m.ly not b! hit by time 
bar. 



Deacription 

5· Procedure, if any, evolved or 
guidelines issued to ensure 
~ t all R T 1 !;t assessm~ts 
are finalised well within 
6 months 

40 

Collectorate -----------------~----
Delhi 

The Range Officers have 
been instructed to keep 
the assessment register 
upto date and to finalise 
the returns within six 
months. The invoices 
are being checked by 
the Inspec-
tors by visiting the units 
to avoid delay in finali-
sation of the returns. 
The R.Os have also been 
instructed to fonvard the 
price lists/ classification 
lists to the divisional 
officer immediately after 
receipt by them for 
approval by the As.,tt. 
Collector. 

Goa 

Progress of disposal watched 
by monthly returns and 
reported to Board in 
monthly Admini,trative 
Reports. 

--------- ····-- -"-•'·--



APPENDJX-D 
(vide Pari.ii) 

ANNEXURE I 

ModifiealionsjA1I'IItUitnlnu made by thl Public Accounts Committee in Draft Ninety-ninth 
R1por1 r1laling to Union Fxeis1 Duti1s ,_£oss ofr•vmu• du1 to OJIIration to tim1 bar. 

---·--------- ----·· --------
Page Para Line/Lines Modifications/ Amendments 

33 1.53 

33. l.S3 

35 1.56 

37 1.58 

38 l.S8 

39 l.S8 

tO 1.60 

40 1.60 

40 1.60 

40 1 .60 

42 1.63 

42 1.63 

1.63 

1.63 

1.64-

6--8 Deleu "the definition .... of" 

11-15 

3 

+ 
t-2 

4 

Delelt "a show cause .... words" 

Add "under Patna ..Collectorate," ajler "Kumardhubi 
Engin~cring Works Ltd." 

Add "under Baroda Collcctorate" ojtn "an ~sse sse c" 

Substitute "was necessitated" h y "occurrC'dn 

Add "unsatisfactory" aftn "this" 

Delete "rea~ons atributcd by the" 

2 SubstituJe" or'' by "attributed" 

3 Substitute, ",vcrc returns" by "inter alia to cases" 

5 Add "returns', aftM "records" 

2 .-idd "of short a.,,_~essments" aftc ~'amountJ" 

4-S Substitute "and ...... assessces" by which arc not backcnd 
by propt·r &how cause notices for want of any provision 
in rult· l 73 I for the issue of show cause noticca 
could bt" legally enforced against assC'sset s ·who chc. c H' 
not to place further debits in the Accounts currcn t 
as required in that rult-." 

J()-11 

II 

.~u~.ftitute ".-\~ ...•.• claim~" b_., '~This dn es not ans,,·rr 
the point at all,. 

Substitute "but ...... notic~s" by "in the abscncC' of 
of proper sho\\· caus~ notices'"' for \\·hich 1l:f"rr is ro 
pl·o,·ision in that rule." 

Add "·The Boarj, how~vt-r, in thC'ir Circular No. l /81· 
c~x 6 dated 12January 1981 clarified that th~ instn:c-
tions of 13 March 1978 will mutatis muunulis apply 
in such cases. Therf.' is no indic'ltion in this Circular 
ab<1\.tt the ad\'ice gi\"t"n by the ~tinistry of I • -... 
oft,, "~linistry of La,,v., 

41 



S.Nn. Para No. 

2 

1\linistry /Deptt. 
concerned 

3 
""' __________ ,- ---..~-

I I. ~:l 1\linistry of Finance 
Deptt. of Revenue 

APP.:NDIX Ill 

Conclusions! Reconrmendations 

Concl tiS ions /Recommendations 

4 
--------- - -------------------

The provisions for recovery of duty in respect of short-levy, non-levy 
or erroneous refunds have undergone a number of changes, from time to 
time since the inception of the Central Excise Law. A period of three 
months had been prescribed in Rule 10 of the Central Excise Rules ;1944 
to suit the physical type of control in vogue before 1968. After the in-
troduction of Self Removal Procedure (SRP) in 1968, the time limit was 
raised to one year for such assessees through the insertion of rule 178-1 
in the Central Excise Rules. The amendment to Rule 10 of the Central 
Excise Rules with effect from 6 August, 1977 replaced the time limit of 
one year/3 months by a uniform time limit of six months in normal cases 
and a period of 5 years in cases of fraud, collusion, wiHul mis-statement, 
suppression of facts or contravention of rules with intent to evade duty. 
As the constitutionality and area of operation of Rule 10 had been a sub-
ject matter of controversy in the various High Courts and the Supre~ 
Court, the Government on the recommendations of Central Excise (SRP) 
Review Committee incorporated Section 11 A in the Central Excises and 

~ 
N 



2. 1·54 Do. 

Salt Act, 1944 itself which came into force on 17 November, 1980 re-
taining the period of 6 months/5 years for recovery of duty and thereby 
omitting the corresponding provisions in the Centr~l Excise Rules. Sec-
tion 11 A of the Act differed from the erst,vhile Rule 10 of the Rules in 
so far as the "relevant date'' from which the limitation for issue of show 
cause notice had to stlrt, \Vas concerned. While under the erstwhile 
rule 10. "relevant date'' was defined to me3n "the date on whicb the duty 
is required to be paid'', under Section 11/\., it has been defined to mean 
either the date on \vhich the monthly return is submitted or where no 
monthly return is submitted, the last date on \Vhich the said return is re-
quired to be filed. 

The Comn1ittee are greatly concerned to note that there had been a 
loss of revenue amounting to Rs. 1.06 crores to the public exchequer due 
to non-issue of demand within the prescribed time limit in respect of 
assessments during the year 1979-80 in 49 cases. The reasons for the 
operation of time bar in these cases were attributed by fhe Ministry of 
Finance to non-compliance of instructions, non-detection of irregularities 
in time, failure to check duty liability from time to time, non-receipt of 
too Tariff Advice by the Range Officers etc. The conclusion is inescapable 
that the losses have primarily occurred due to the laxity and negligence 
on the part of the department. This conclusion is further substantiated 
by the Committee's examination in detail of 5 such specific cases pointed 
out by Audit in the paragraph under examination where it was found 
beyond doubt that the losses had mainly arisen due to the inotdinate 
delay on the part of the department in raising demands/issuing show cause 
notices. 

~ w 



I 

3· 

4· 

------------- ~-- -----~ ·-- ----------· .. ------- - --------· 
2 

I· 55 

t . 56 

3 4 
---------------- ----------------- _____________ ,._ ~- ------------

~'linitrv of Finance 
Dcp.t. of Reve nu! 

n,). 

During examination the Ministry of Finance had maintained that the 
period of six months prescribed under Section llA was considered by 
them to be prima facie adequate. Keeping in view this fact and consider-
ing that a substantial amount of duty had to be foregone during the year 
1979-80 due to the failure on the part of the department in issuing the 
demands within the prescribed time limit, the Committee would strongly 
recommend that the Ministry of Finance should thoroughly analyse the 
reasons for these lapses, ascertain to what extent the delays were avoid-
able, identify the short-comings in the functioning of t~ department in 
this respect, responsibility of individual officers and take appropriate mea-
sures in order to avoid such losses in future. The Committee, in this 
connection, would like to emphasise the need for finalising the assesments 
promptly and conducting the checks and audit of assessees accounts 
re~arly. · 

The Comn1ittee find that in one of the 5 cases viz. that of Mls. Kumar-
dhubi Engineering Works I .. td. under Patna Collectorate engaged in the 
manufacture of steel ca~tings, an irregularity \vas detected in March 1977. 
However, the demand notice for Rs. 16.64 Jakhs for the period March 
1975 to May, 1979 was raised on 7 February 1980 only and had to be 
served through the factory headquarters as the factory was by then closed. 
According to the Ministry of Finance. the delay in raising demand occur-
red as ''it to~k some time to ascertain the exact value of the machined 
castings" .... The Ministry have subsequently informed tbe Committee 

~ 
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that as the case was alleged to be one of suppression of facts, tbe ~ 
had been issued on the basis of five years period, and the case was stated 
to be under the process of adjudication. The Committee would like to 
be informed of the final outcome of the case. 

The Committee find thnt a demand raised by the department against 
~ln undera~scssmcnt of duty of Rs. 1.13 lakhs for the period 10 March, 
1970 to 28 June, 1971 in respect of calcium carbide on M/s. Travaocore 
Electro C~hemical Industries Ltd. under Cochin Collectorate was set aside 
~y the AppeJJatc Collector on the ground of time bar. The loss has 
occurred on ac~ount of the failure of the department in taking timely 
action. According to the Audit Paragraph, the ~iinistry of Finance had 
informed the Audit that the assessee had requested for the adjustment of 
the short levy against his refund claim pending with the jurisdictional 
Assistant Collector. The Ministry of Finance have now stated that the 
request by the assessee for adjustment in refund claim was in respect of 
another demand and the demand for Rs. 1.13 lakhs bad become timo 
harrcd even at the time it \Vas issued. Expressing regret over the incor-
rect information furnished to the Audit, the Ministry have added that, "tbc 
incorrect factual position reported by the Collector concerned at the Draft 
Audit para stage \Vas based on an incorrect report received by him from 
the Divisional Otl1ccr", The Committee \Vould, in this connection, like to 
be apprised of the precise legal position of adjustment of outstanding 
demand fron1 the pending refund c1aims. T~e Committee would also 
Jikc to be apprised of the specific rca~ons for delay in raising the demand. 

~ 
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~The Committee find from another case pointed out by Audit that an 
appeal filed in September, 1971 by Mls Dharrnpur Leather Ooth Com-
pany Ltd . ., an assessee under Baroda Collcctorate manufacturing P.V.C. 
Film laminated textile fabrics against the classification approved by the 
dcpartn1cnt was dismissed by the appellate authority as time barred in 
October, 1974. A show cause notice and demand for differential duty 
for the period July 1970 to April 1971 during which the product was 
cleared on payment of duty at lower rate was, however, issued by the 
department in April 1976 only. On an appeal filed by the assessee against 
the said demand the appellate authority held in July 1979 that the demand 
was not sus minable under rule 10 of Central Excise Rules 1944. Accor-
ding to the Ministry of Finance the delay in raising ~e demand occurred 
as the price list wa~ obtained from the assessee only in March 1976. From 
the information furnished by Ministry of Finance the Committee find that 
the assessee wa1s requested to furnish the price list on 22 April, 1971 and 
subsequently rernindcd on 8 May, 1971, 27 August, 1971, 29 November. 
1971, 9 January, 1975 and 14 July, 1975. Apparently, the matter was 
not pursued during the period December 1971 to September 1974 and 
August 1975 to February 1976. What is more intriguing is that the de-
partment did not take timely recourse to Section 14 of the Central Excise 
and Salt Act 1944 which empowers the Government to summon an assessee 
.to furnish information/produce do::uments. The Ministry of Finance 
have not been able to adduce any plausible explanation for this lapse and 
have merely stated that, .. it appears that the concerned sector officer 
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(now expired) did not bring the facts of failure of supplying the informa-
tion by the assessee to the notice of the higher authorities for invoking 
provisions of Section 14 in time~,. The Committee find the reply of the 
Ministry totally unconvincing. They cannot but reach at the conclusion 
that this is clearly indicative of the casual manner in which matters relating 
to raising of demand are being dealt with in the Department. The Com-
mittee would like to express their concern at this unsatisfactory state of 
affairs. Tbe Committee recommend that while examining the reasons for 
delay in raising demands and formulating suitable corrective -action as 
recommended by the Committee in an earlier paragraph, the Ministry of 
Finance should take necessary steps to obviate recurrence of the type of 
lapse dealt with in the il\~tant case. 

The Committee note that after incorporation of Section llA in the 
Central Excise and Salt Act. 1944, the period of limitation for issue of 
the show cause notice for non-levy short-levy or erroneous refund of duty 
will run f'rom the dat~ on which the monthly return (RT 12 Returns) is 
to be subn1ittcd by assessees where such return is ~;equired to be filed and 
where no monthly return is submitted, the last date on which such return 
was to be filed and in any other case. the limitation will continue to run 
fron1 the date on which duty is paid. From the information furnished 
by the Ministry of Finance the Committee find that in all .the Collectorates 
taken together, 51,417 RT J 2 Returns were pending finalisation on 1 
June 1981 ranging over a period of 13 years front 1968 .to 1981. Out 
of these, 8309 returns ranging from 1975 to 1981 were stated to have 
been hit by the time limit. According to the information furnished by the 

~ ..._.. 
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Ministry of Fin-ance, out of 8309 returns, 3155 returns relating to 1975-
1980 had since been finalised and an amount of Rs. 33,57,320 was lost 
due .to operation of time bar. 

The Ministry of Finance atributed this disqueiting level of pendency 
inter alia to cases pending with High Courts, provisional assessments, non-
production of records, return~ pending with range offices, non-approval 
of classification/price lists, shortage" of staff, late receipt of report on 
samples. reorganisation of range offices, complicated nature of work etc. 
The Ministry of Finance have, however, stated that instructions were 
issued to the Collectors from time to time emphasising the need for timely 
finaJisation of RT I 2 Returns. In this connection, the Committee find 
that at the time of introduction of Se1f 'Removal Procedure it had been 
~tipulatcd that RT 12 Returns should be finalised before the receipt of 
the next return i.e. within a period of one month and if for some reason 
it cannot be finalised within one month, its assessment should be comp-
leted within a period of 3 months of its submission in any case. The fact 
that returns pertaining to (\ C{)nsiderable • length of time, in some cases 
ranging upto 13 years, remain yet to be finalised clearly indicates that t~ 
Central Board of Exci~e and Customs have failed to exercise adequate 
control in ensuring prompt finalisation of RT 12 Returns. The Committee 
feel that most of the reasons given for pendency of retullli are such which 
can be removed by toning up the working of the Department. As the 
crucial date for issue of show cause notice is now closely linked with t'-'· 
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submission of monthly return the Committee would strongly recommend 
that the Central Board of Excise and Customs should immediately look 
into specific cases, particularly those which are pending for more than 5 
years. identify the reasons and find out how for the laxity of officers con-
cerned has been responsible for these delays and take corrective measures. 
The C.ommittee would like the Central Board of Excise and Customs to 
introduce a regular system of monitoring in respect of all Collectorates 
to ensure that the returns are finalised expeditiously. 

In this connection, the Comntittee note that presently no time limit has 
been specifically provided in the Central Excise Rules for completion of 
assessment· memorandum on RT 12 Returns. The Committee would 
recommend that the Government should consider the desirability of pre-
scribing a tin1e limit in the Central Excise Rules for the finalisation of as-
sessment in RT 12 Returns in order to avoid delay in finalisation of 
assessments and consequently the den1ands becoming time barred due to 
laxity on the part of the department. 

Another disquieting feature which came to the notice of the Committee 
during their examination was that no uniform procedure was being follow-
ed by different C.ollectoratcs for watching the finalisation of RT 12 Re-
turns. The Committee recommend that the Central Board of Excise and 
Customs should look into the matter and take necessary measures to lay 
down uniform procedure for watching finalisation of RT 12 Returns. 

t 
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During examination, the Committee desired to know whether the 
an1ounts of short assessments sJlown due by Central Excise Officets on 
RT 12 Returns which are ntJt backed by proper show cause notices for 
want of any provision in rule 1731 for the issue of show cause notices 
could be legally enforced against asscssccs who choose not to place further 
debits in the Accounts Current as required in that rule. In their note the 
Ministry of Finance have merely stated that, "Assessment on RT 12 Re-
turn is finalised in terms of the provisions o[ Rule 173 I. This rule does 
not provide for issue of show cause notice before the deficiency is pointed 
out by the assessing officer in the assessment memorandum on the return". 
This docs not answer the point at all. The Committee would like to be 
apprised of the precise legal position in respect of recovery of the amounts 
shown due on RT 12 Returns in the absence of proper show cause notices 
for which there is no provision in that rule. 

The Committee note that in the newly introduced Section tlA of the 
Central Exci~es and Salt Act, 1944, there is no saving clause in favour of 
pending show cause notices issued under the erstwhile rule 10. To a 
pointed question of the Committee as to whether such notices lapsed in 
the absence of the saving c!ause in the new provision, the Ministry of Fi-
nance inter alia replied that the matter was still under examination in 
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consultation with the Ministry of Law. The Board, however, in their 
circular No. 1/81-CX-6 dated 12 January, 1981 clarified thal the instruc-
tions of 13 March 1978 will mutatis nzutandis apply in such cases. There 
is no indication in this circular about the advice given by the Ministry of 
Law. The Committee recommend that the matter should be expeditious-
ly examined and the position made abundantly clear. They wo1lld like t() 
be informed of the final results of the examination. 
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