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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf, this 67th Report 
on Paragraphs 2.12 and 2.41 of the Report of the Comptroller " 
Auditor  General of India for the year ~, Union Government 
(Civil), Revenue Receipts, Vol. I, Indirect TQes relating to (i) 
. Semi-finished Steel Products and (ii) Beedi Workers Welfare Ce •. 

2. The Report of the Comptroller & 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 
17th March, 1981. 

3. With regard to Audit Paragraph 2.12, the Committee have 
drawn attention to a Notification (No. 15/79-CE) dated 2O-1-1m 
issued by the Ministry of Finance wherein the operative part of 
the Notification intended to give exemption from excise duty on 
certain iron and steel products 'falling under tariff item 26M was 
omitted with the result that there was no valid legal sanction tor 
duty exemption on the speCified products with effect froVl 20-1-1979. 
Even then, duty exemption was allowed to 58 units in 20 Collecto-
rates involving a duty of Rs. 4.11 crores. The Committee have 
pointed out that the Central Board of Excise and Customs at no 
time considered the question of rectification of the omission nor 
did any Collectorate bring this omission to the notice of the Board 
during the relevant period (20-1-1979 to 8-4-1979). The Committee 
have suggested that the Ministry of Finance should devise an effec-
tive system for drafting and scrutiny of notifications particularly 
those involving exemptions from duty. 

4. Under instructions issued by the Ministry of Finance, a time-
limit of six weeks has been prescribed for the Ministries to send 
replies to Audit in respect of the draft paragraphs proposed for 
inclusion in the Reports of the Comptroller and Auditor  General of 
India. Commenting upon the inordinate delays by the Ministry of 
Finance in sending replies to draft Audit paragraphs pertaining to 
the Central Excise Department, the Committee have suggested that 
the Collectors concerned should be made responsible for sending 
replies within a specified date. Disposal of draft Audit Paragraphs 
in the Office of the Board itself instead of making references t. 
Collectorates in each and every case has also been suggested. 

(v) 



(vi) 

5. Dealing with a caee in which a budget file was not produced 
to Audit on the ground of its being "Secret", the Committee have 
polDted out that the instructions ~  by Government on 23-9-19'18 
on the subject do not exclude suCh lUes and therefore these instruc-
tion. sllould be observed in letter 88 well as in spldt. 

8. Audit paragraph 2.41 deals wiU1 Beedi Workers Welfare Cess. 
With effeetfrom '1 Marth, 19'19, central Emse duty on unmanu-
a~ tobaccO was abo1fshed ana ,alternative arrangements were 

required to be, made for the collection of cess leviable under the 
Bfledi Workers welfare ~S  Act, 1918. The COmmftteehave observed 
that there has been an inordinate delay by ~ l  in making 
alternative arrangements for the eoUecticm of thl$ oess which is 
meant for the beneftt of out 30 lakh worlww employed in tlte heedt 
industry in the country. The delay has resulted in a potential IoSI 
of revenue of about Rs. 5 crores for the years 1979-80, 1980-81 and 
1981-82 10 f •. 

7. Th ~  (1981-82) examined paragr,aphs 2.12' and 2.41 
at their sittings held on 22 and 24 October, 1981. The Committee 
considered and ftnalis'!d the Report at their litting held on 1()'12-1981. 
Minutes of these sittings of the Committee form' Part II'" of the 
Seport. 

8. For reference facility and convenience the observations and 
recommendatioos of the Committee have been printed in thick type 
in the body of the Report and have also been reProduced in a COD-
solidated form in Appendix II to the Report. 

9. The CommiUeewould like to express their thanks to the 
omeers of the Ministries of Finance Labour & Law for the coopera-
tion extended by them in giving information to the Committee 

10. The Committee also place on record their appreciation of the 
assistance rendered by the Office of the Comptroller & Auditor 
Genera1 of India In the etamination of these Pa:ragraphs. 

NEW Dam; 
December 14, 1981 

r~ 23, tuU<sf 

SATmH AGARWAL 

Chairman 
Public Accounts Committee. 

-------...,,-------,.........--
·Not printed. 5 cyelostyled copies plaeed in the Library. 
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AUlit Parqot.aph 

Semi Finished S ~ Products 

1.1. Under the fourth proviso to a notification dated 18th JWle, 
1977 as amended on 15th July 1977, a set ot! of duty of Rs. 330 ,. 
metric ~ was a~  on semi ftnf..shed steel products (tariff item 
26M) . manufactured with the ald of .power trom the specUled raw 
mnterials as against the following effective rates of duty:-

Sr. N  . Description . Rate of duty RI. 

1 All form" of aerol finished atocl falling under .ub-item (I) 
of 'item 26M •  -.' •  -.' •.•• 300 

2 AU pl'(xll1cts faUing under sub item (ia) 'or i~ ~ r 
than rails and sleeper bars specified in letial no.) . 330 

3 &ails and a.leepel' bars 175 

4 Steel .. .astingtN. 200 

1.2. By another notification dated 20th January 1979, the aforesaid 
-fourth proviso was amended whereby, inter aM, the substantive 
portion namely, "the duty specified agatnst the corresponding eDtrIaI 
in .cohunn {3) of the table shall be red.ucCKi by threehundredud. 
thirty r ~  per metric tonne" was omitt". S~ l , the 
sai4 proviso was deleted by virtue of a notification dated 9thAprll, 
1979. Thus, during the period 20th January 1979 to 8th April 1979, 
there was no valid legal sanction fot, the set ott of duty. It was 
noticed in test audit tha.t 28 units in 18 coUectorates 'were neverthe-
less illowed reduction eyf Rs. 1.49 crores in duty du.rlilg the said 
period. 

1.3. The paragraph was sent to the i ~ of P'lnance in Septem-
ber'I980; reply is awaited (December 1980). 

a~h  {)f the.a.port ot theCotnptroll ... andAudttor 
GeneraloilOidiJ. for the ~~~, ,~G  l ~ 
,Reven.ue .Receipta. Volume I-Indirect Tutti]. . 



1.4. Under budget notification No. 152/77.oCE dated 18-6-19'17 
(Appendix I), iron or steel })l'Oducts falling under tariff 26 AA 
aud specified in column 2 of the table below were exempted from 
10 much duty of excise leviable thereon as was in excess of the 
duty specified in the corresponding entries in column 3: 

nm TABLE 

S.No. DelCl'iption R"te of duty 

RUpees per a~ri  
tonDCs 

(1) (2) 

All lonna of aemi-finished .teel falling under Eub-ilml (i) of 
item 25 AA • 330· 00 

2 All produtt, falling under lub-tem Cia) of item 26 AA (other 
than raila and .feopcr bar. 'pcc:ified in lCl'ial No.3) . 330· 00 

3 Rails and Sleeper bar, 'nS' 00 

4 Steel caatinpr . 200·00 

1.5. There were four provisos to the aforesaid notification of. 1. 
June, 1977. Against the effeetive rates of duty of Rs. 175 per metric 
tonne for "rails and sleeper bars" and Rs. 200 per metric tonne for 
"steel castings", the duty was reduced by Rs. 150 per metric tonne 
subject to fulfilment of the conditions laid down in the fourth pro-
viso to the above notification. On 15-7-1977 the aforesaid 4th provise 
was amended raising the reduction in effective rate of duty from 
Rs. 150 to Rs. 330 per metrtc tonne vide notification No. 235/77 
dated 15-7-1977 (Appendix II). The fourth proviso before the 
amendment on 20-1-1979 by ~ i a i  No. 15/79 (Appendix III) 
read as under:-

"Provided also that in the case of the products mentioned f.a 
the,table and manufactured wIth the aid of electric 
furnace from any of the following materials, namely:-

(i) old iron and steel melting scrap; 

(ii) a combination of material refered to at (i) above with 
fresh Unused steel melting scrap on which the appro-
priate duty of excise has been paid; . 

1U) iron. in any crude fonn falU,ng under Item 25 on whicb 
the, appropriate amount of duty of excise has beeD 
paid, in "efwtlbination with the materials ,referred t. 

i 0) or (il), • I. 
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The .. duty .. specified ag$st the corresponding entries in column (1) 
~  the Table shall. be reduced by three hundred and thirty rupees . .  . 

per metric tonne." 

1.6. The above notification was further amended by not1fication 
Nc,. 15/79':'CE issued on 20-1-1979. Its . effect was to and one more 
category of raw m'8ter;aIs arid to omit the above underlined portion. 
Subsequently, the fourth proviso in question was deleted by issue 
of another notification No. 161/79-CE dated 9-4-1D79 (Appendix IV). 

. . 
1. 7. 'The words "'The duty specified against the correspondin.& 

entries in column (3) of the Table shall be reduced by three hundred 
and thirty rupees per metric tonne" eccurring in the fourth proviso 
to notification No. 152/77 dated 18-6-1977 as amended by notification 
No. 235/77 dated 15-7-1977 indicated the reduction of· duty by Rs. 330 
per metric tonne. The omission of the aforesaid words in the amend-
ing notification No. 15/79 dated 20-1-1979 in effect meant that the 
reduction of duty by Rs. 330 per metric tonne could not be allowed 
with effect from 20-1-1979 and duty at full rates was chargeable 
with effect from 20-1-1979 to 8-4-1979, i.e. the date prior to the date 
of deletion of fourth proviso by notification No. 161/79 dated 9-4-1979. 

1.8. According ·to the Audit paragraph, exemption was all ~ 

in 33 cases involving duty effect of Rs. 1.49 crores in 12 collectorates. 
When the Audit raised an objection as to how the exemption waa 
allowed from 20-1-1979 to 8-4-1979 if there was no legal sanctfoa 
for giving such exemption, the Ministry of Finance while not admit-
ting the ~ i  stated in their reply dated 4 May, 1981 to Audit 
that the notification No. 15/79 dated 20 January, 1979 seeks to add 
one more category to the specified f"W materials and does not intend 
to alter the extent of exemption. Thus, the suhstantive part of the 
4th proviso to the notification No. 152/77 dated 18-6-1977 as amended 
by notification No. 235/77 dated 15-7-1977 namely "the duty 
specified against . the correcponding entries in Column 3 of tht 
table shaLt be 7'educed by Rs. 330 per metric tonne" re1l'l4in.ea. 
unchanged. The Ministry further stated that this substantive part 
appears to have been inadvertently omitted while substituting 
the 4th proviso by notification No. 15/79 dated 20-1-1979. Since 
otherwise the substituted proviso will have no meaning and wU1 
become redundant, 'it has to be harmoniously construed in the light 
of the intention of the Government and the earlier proviSO of noti-
fication No. 152/U as amended by notification No. 235 /77 dated 
15-7-1977. The-Ministry added that the intention of the Govern-
ment Was clear from. the explanatory memorandum attached t. 
notification No. 161/19 dated 9-4-1979 wberetn it was made clear 
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that in view of the Government's recent decision it wu decided to 
Withdraw th8 tti11exempt1em lromeXCile duty h~a l  
to8teel ingota and semi-flniBhed prbducts manufactu.red by _ lnIjl 
steel (electric fui'nance) plants. 

:: 1.8 Wbep,the Cpn;un.iu.e. w.treci '*" ~ evicleAce as to 
why the ~ i l wu allowec1 in ,the -.bseDce of a proper legal 
sanction, the Member (Exciae) stated: 

"Alongwith the notifteatiott., a telex was issued to the COllecto--
rates rpentioning that the intention ",. to il ~ i  

to produ.cts manufactlSred from _h eDd8\lc:h ra". mate--
rial SUbsequently there were letters lrom. here on 
10.2.1979 where it was made clear .that theexe1.1lption hac:l 
to be extended to products manuf&ctured from ~ raw 
material." 

Copies of !';elex F. No. 139/2/78-CX-4 dated 22-1-1979 and, letter No. 
1S91217 ... ~ dated 19.2.1981 issued by theMtn1str.y of FInance (De--
partmentof Revenue) to all Collectors of Central Exc1sl> are en· 
closed at Appendices V and VI. 

1.10 The Committee desired. to know whether the question of dele-
tion of the 4th proviso or all the provisos of notificatln No. ~  

a ~  28.6.1977 as amended by notification No. 23517'7 :dated 15.7.197'1 
was considered at the time of issue of amending notification No. 
15179 dated 20.1.1979. In a note the .Ministry of Finance (Depart-
ment of Revenue) have stated as under: 

,. 

"In. notification No. 152177-CE dated 18.6.77 (as amended), Iron 
& Steel Products were exempted from the whole of the 
duty of excise manufactured by electric are furnace units 
and made from raw materials specified in the said notifi-
cation. The G ~r l  decided to insert skull scrap 
al'ldrunners and arising in the course of manufacture o.f 
steeltngots as one of 'the raw materials in addition to the 
existing raw matertflls in nottilcation. No. 152177 CE dated 
18.6.77 (as amended). Therefore, n.otification No. 151'19-CE 
dated 20.1.79 was issued to give effect to this decisiOn. 
Hence the que!tion of deletion of the·fourih proviso in the 
notiftcattOIl No. lfj2!77-CE dated 18.6.71 (as amended) did 
not arUe in Januar.y, 1979. The excitie duty-changes in 
'respect of ·kon and Steel ,procklc1:a effected -in Aprll,lt'19 
were mtde ,in the 'wake ~~  deellJion on. 'the 
·pa.eesal·lrQni. a l ~ In.ts 001riut It -wu 
, -botdad to wl\hcbw 'the :1all'eJ&8Inption trmft ettet .. aty 
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........ tW thea to' steel, mgots aDd ....u-lllIabec1steel 
pMClueta nwaufaetured by i i~ l l ri  fUrnace) 
plaRta." 

,,' 1.11. It il\ etn from the above tbBt a aerious omiliion in the 'ftt-
levant ~  was IOUJht to be covered up by the CmtralBo..t 
., IIxclIa and eus .... by iauing letters atating that "the tDtI!IDtieD 
wu to give eumptton" to the speclfied products. : As the Mbli8b7 
-6t nauce bad tried to justify the eXemption on ~ ground that the 
IUbstitmlred'provlso had toi be harmoniously ~ iii the Ugbt of 
the intentIoil of th& GOvtk-nment, the Committee desired to Jmow 
whether 'there was any ambiguity in the amending nottflCatton 
(No. 15179) 'dated 20 January, 1979. To this, the ,representative of 
the MiniStry of Law stated: 

"There is an ambiguity in the sease that it is 1Deomplete ..... 
Accordilll to the literal interpretation of the proviso, as 
it, stands, no exemption can be granted. ., ... .If you go by 
the literal interpretation them the proviso has no meaning, 
it has no leg& validity." 

1.12. A point was raised during evidence before the Committee 
whether the intention of the Government or a speech made by a 
Minister in Parliament could be relied upon to interpret a speclfi.c 
statutory provision. The Committee in this context desired to know 
what would be the legal position of a particular section whose 
language on its sb1tple reading gives one interpretation While the 
speech made by the Minister on the Hoor of the House LfJ distinguished 
from the intention of the legislature gives another interpretation, 
To this, the representative of the Ministry of Law stated. in evidence: 

"Normally, it is the language of the section, but in the event 
of any ambiguity, the speech made by the Minister will 
also form one of the relevant factors ..... There are eues 
where the speeche6 made "y the Minist.er have: al80 been 
refelTed to remove ambiguities." 

To aubltantiate the above view, the Ministry of Law have fur· 
, niBheda note dated 3rd Dee. 1t8l (Appendix VII) giving instances 
where the assurances gi¥e!l 88 well as the speeches Made by the 
Finance Minister in Parliament have been relied upon by the 
Sttpreme. Ceutt. . 

1.103. With refenmce to $De l'WpIy of the Ministry of Finance that 
·tbe .11 .... __ .pat't 01 tIe.otiftedon appears to have bien iDa .... 
veriently omitted wkile sut.tt*utmg the fourihpl'OYiso by ftotift9. 



6> 

tion No. 15179 dated' 20.1.1979, the Committee .aaked du.riDg evidence 
as to how notifications rgarding levy Or exemption of duty are 
processed. in the Board. In thia connection, the Member (Customs) 
stated that the comnwdity branches in the Board deal with such 
notifications. The notification is drafted at the level of the Under 
Secretary and checked by the Deputy Secretary. It is then sent te 
the Ministry of Law which returns it after vetting. Thereafter it iJ.. 
sent for publication. For files which the processed in the Tax Re-
search Unit, the action is taken by the ofRcers in the Unit, checked-
by the Deputy Secretary or the Commissioner and then' seot to the 
Ministry of Law for vetting. A particular Joint Secretary in the 
Ministry of Law deals with references made b.y the a~ 

1.14. The Committee asked for the details of cases v.:here the 
assessees availed of the benefit of exemption under the notification 
dated 20.1.1979 which according to the Law Ministry did oot confer 
any exemption in the eye of law. The Member Excise rt'plied that 
23 units in 9 Collectorates availed of duty exemption amotlnting te 
Rs. 1.32 crores. The nine Colectorates are Patna, Madras, Indore, 
Cochin, Baroda, Nagpur, Kanpur, Guntur and Madurai. The J."&o 

quisite information from other Collectorates had not been received 
by the Board upto the date of evidence given before the Committee. 

1.15. After the evidence was over, the Ministry nave infonned 
the Committee that the concessio'1 availed of dt\ring the period 
20.1.79 to 8.4.79 by 58 units in 20 Collectorates was Rs. 4.11 crores. A 
statement giving the names of units together with the amount of 
duty involved in each case is at Appendix VITI. 

1.16. Asked whether any Collectorate had allowed for exemptIon 
on the ground that there was no provision for such exemption, t!he 
Member Excise replied: "Nowhere was it disallowed". The Com-
mittee wanted to know whether any of the Collectorates draw the 
attention of the Board to the missing· operative part in the notifi-
cation dated. 20.1.1979. The Member (Excise)· replied that referen-
ces were received from three Collectorates but after the rectification. 
at the omission. These three CoUeictorates were Ahmedabad, Ban-
galore and Chandigarh and references from them were received on .. 
18.5.1979, 20.8.1979 and 20.9.1979 respectively. 

1.17. Not O'nly was there a glaring omission in t he notification dated 
20.1.1979, even the notiftcation No. 235177 dated 15.7.1977 was not 
free from ambiguity. As per notification No. 152177 dated 18.6.1977 
uamen.cied on 15.7.1977, a set.otr of duty of B.s. 330 per metric tonne 
was allowed on semi-finiShed steel products (tariff item 28 AA) 
e rainst the effective rate. at duty of Ra. 175 per metric toone fOIl 
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"rails and sleeper bars" and RB. 200 per metric tonne for steel 
cas.tinga". The Committee therefore wanted to know w.hether it 
wu the intention of the Government to limit the set-off to the 
IIfrective rates of duty or to allow it at the rate of Rs. 330 per 
metric tODD.e in all cases. To this, the. Ministry of Finance have in 
.8 note stated: 

"The fourth proviso to notification No. 152177-CE did not grant 
any set-off of excise duty but it was in the nature of a 
mechanism to describe the actual rate of excise duty 
applicable to the products falling under sub-items (i) and 
(ia) of Item No. 26 AA-CET in case they were produced. 
with the aid of electric furnace- from the specified raw 
materials. Since the amount of duty reduction spelt out 
in this proviso (as amended on 15-7-1977) was more than 
or equal to the rates of duty specified in the Table annexed 
to notification No. 152177-CE the effect was to grant full 
duty exemption to the products in question when manu-
factured with the aid of electric furnace from "the speci-
fied raw materials. As the notification stands, it incorpo-
rates both the rates of duties-as applicable to semis/products 
manufactured by integrated steel plants and mini steel 
plants-in the same exemption notification as a matter of 
convenience". 

1.IS. Under notification No. 152177-CE dated 18-6-1977 certain iron 
or steel products falling under tariff item 26AA of the Central Ex-
cise Tariff were allowed duty exemption at the Pl'e8eribed rate. 
Under the fourth proviso to this notification" a furthtr duty exemp.-
tion was oI1owed to certain specified products manufactured with 
the aid of electric furnace. The fourth proviso was amended by an-
ethel- notlfleation No. %35177 dated 15-7-1"17 which had the effect of 
gbtng full duty txemption to those 'Products. By another notiflcation 
No. 1517. clated zt-1-1971, one more categoryy of raw materials was 
.ddei to the fourth proviso but the substantive part of the I noti-
flellltion. reprding nde of exemption· from duty was omitted. ThUl, 
IegaUy no duty' exemption was pel'lllhsible withtfteet from 
18-1·tm. 

1.1'. Whea AwUt pointed out this glaring omil'lsion, the Ministry 
of '''''AIlee did not admit the audit objection and took the plea that 
the substantive pa1"t .f the notiflcaion appeal'S to have been inadver-
tently omitted while substituting the fourth poroviliO b,o notlfieatlon 
No. 15178 dated 2J-1-19'19, and since otherwise the RUbBdtatec1 pro-
.uo will haft no meaning and will beeome· redundant, It has to be 
1IannODiously, foutrued tn the light of'the Intention of tht Govem-. 
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..... fa tile "'aioaoJ the .0: ' .... , die .......... Ii ... ." tie 

....,·d. ut bold ...... ill ...... ten ... laM to ,. It,. , • 
• triiatr .... ia the aotiIeetiea. As ... ~ ,.'NIl _ the 
YMiOU8 oouris in iDte:l'll"dac a t ..... datllte ...... to ·1 ........ 
.,. at what • e1eady...... 'IIl_e"" pNI'IIIItption as to tax. N.tJdac 
is to be read in, notltln, u to be Impliecl. ftere are eneraI CUet 
where the llCCIGHS have taken adwata,re of the plain meaning of 
the Dotifteation and the ~ r  have givea/pronouneed ;ludpleat81 
in their favour overlooking the intentions of the Government. 

I'». Ta.. repreeentativ., of the Miniatry of Law admJtted during 
.vWe-. Were the ~ thM ItU Y" ,e hy the Ifteral inter-
pretatioD. then tU proviso has De ~ it hu no lep1 vaUdity:·" 
Taking al80 into ~ i  the c.ue law regarding interpretation 
of taxing statutes. the Committe are aot pursuded with the plea 
..... put forward. by the MinisUy tIlat tlte iBtentioa of the Govern-
ment was to give e1tellBPtioa or tlaat the notifieatioo dMe.t z0.-1-11'1. 
has to be harmoniously coostrue4 in the light of the batentiOil of 
the Government. In a note dated 3rd Deeember, 1981, subsequently 
submitted tlo the Committee, the Ministry of Law also referred to· 
urtain cue law to the effeet that the Courts have some times used 
Parliamentary debates 118 external aids to intel'lpretation of statutes. 
This case law is also clear on the point that in interpreting a taxial 
statute the intention of the legislature has to be-gathered primai'llJ 
from the language of the statute Itself and no extemal evidence, 
saeh .. I"arllamentary debates. I Reports of tile Committee of the 
legislature, or eVen the statement made by the Minister on the in· 
ttroduetlon of the meallure, or 'by the framers of the Act, is .cbuilsi· 
1t1e to eoutrue those wore. It is "GIlly ·wben the laDgaage ... II 
capable of more than one meaning tlaat externnl aids eonl. be med 
to resolve the amltigaity; it is not for die 0Mn1 toaapp)y the ' ..... 
ace whieh is not there.. In any event, in the PftI8Dt ease the Abjed 
of interpretation 15 not 0 statute, but a notiftealon Issued in .erdset 
of the cIeIegated powers of the executive, and the Ministry of .... 
anee have not poInW out any particular eontemporaDeoua exteJ'ld1 
evlttenee. like the Ministers' statement of Par1iaJnentary debate, 
which could be used to ascertain what is now stated to have 1Jea 
the true Intention of the Government. In fact the ~  proviso 
•• totally deleted within a very short oerlod h r~  i.e. on 
....... 1879, for.ally i h r~i  the conee •• ~ 

t.ft .. What is m&tt sumri"in,! is the lact that although the notlft:. 
cation Juned em ~  di·l not ~  for aDY luty exemption tft 
the l ~ products. the ~ l al ar  or •• and eu9toml 



9 

~ its Wd o8leea ",P.f dlat the --..-... to ... allo_. 
~ tu.. ~ ..... tIae evidaee 0 ....., it lII.vWeat that 
tile 8ItartI at DO tiJIIIe ..... dllle4l the q1ll8Cioa of rediteadn. .f the 

~  The Committee would th.erefore like the MbUatry to pya 

full iaformatioa. .. to how the mistake ~, whee ael at what 

levels. it came to DOtice in C;he 1Ioanl'. eIlee if at all and why DO 

ae .... ".n ., reetiI)' tile ..us.iOll. 

1.22. The Committet have been informed that $8 pits in 20 
CollectoratIfJs av"lec:l of duty exemptioas amountill¥ t. &. 4.11 clOre.. 
aldloug). in the eye of Jaw the ~ i i a i  doted 20 January. 1979 
did. not confer any duty exemption. Although aD ~h  Collectorates 
were aware of the notification dated 20-1-1919 it is IUl'Prilsm, that 
no CollectJorate disallowed the duty exemptioll or cared to draw the 
atteation of the BOard at any point of time to the missing operative 
part of the notiftcation at any fune between 20-1-1979 and 84-1979 
during which period duty exemption was allowed although thNe 
... no lepl SRnetiOll fer it. The Committee nmst point out that 
tbere was a failure on the part of the Collectors also who allowed 
dllt, eDDlption without notida« the actao) provlsl*»ls of tbe nott-
fteati.on. 

1.23. The preMnt case brinp into focus the weakness in the BYS-
tem existinJ in the Ministriea of Finance and Law for clraftina ...... 
scrutiny of notifications. AlthoutJh the Ministry of Finance bave 
tried to explain that the notifications are drafted and cheeked at 
various levels in that ~i i r  as weD as-in the Ministry of Law, 
the instant case clearly shows that the scrutinyia not doDe with ade-
quate care. The Committee therefore, desire that the Ministry of 
FInance should devise an effective systiem for ra i ~ and scrutiny 
of notifications particularly in the case of exemption notttlcatioDs 
which are issued under the extraordinary powers which vest In the 
executive for grant of exemption from. the levy of autles specified 
and approved by Parliament. 

1.24. Out of the fournotiftcations referred to in the Audit para 
UDder examinadon, the Committee find that ODe notification, leo 
No. 235177 da.tecl vS-1-1tn was Dot free from ambiguity. Under this 
amending notifleation a set"off of duty of Its. 330 per metric tOlUle 
was allOWed on leJIli-ftoWted Iteel produets (farift i item !6AA) 
against tbe effective ratee'Ol duty of R."I. 175 per metr'le' tonue for 
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",aiIs and eleeper bars" and Bs. 2.08 per metrie tonne for "steel _t-
up». 'l'Irls nodftcatioD did Dot Jnake It dear whether in the eaM of 
"ralls. and aleepel' ban" and, 'steel casu.aa. the set;.otf would be 
.Iimited to the efteetive rates of duty or would be allowed. at tbe _te 
of Rs. 330 per metric: tonne. The Committee are not satisfied with 
the reply of· the Ministry that ~ i  the amount of duty reduetioll 
spelt out in this proviso (as omended on 15.7.1977) was mOl'e than 
or equal to the rates of duty specified in the Table annexed to noti-
fication No. 152177-C1!1 the effect was tID grant full duty exem);ttion 
to the products in question". Equally unsatisfactory Is the reply 
that the reduction in duty was so specified to make it applicable to 
the semlalprociuds manufactured. by Integrated steel pluta end 
mini steel plans" as a matter of CODvenience. This apin shows 
that adequate care was not exercised at various le"'e1s in the MIn· 
istry of Finance as well as the Ministry ." Law in the cb"aftinl' of 
natifications. The Committee would like these observations to be 
brought to the notice of all concerned so that issue of" faulty '1Jr 
ambiguous DotiftcotioDS as has happeDed in tbepresent case i8 
obviated. 

1.25. It was brooul'ht to Dotice in the course of diseuasioDs held 
with the Customs and Central Exeise authorities dudng study toun 
of the Committee that frequent ameDdments to the varIou 1IOti-
fication lead to lot of confusion aDd misunderstanding both to the 
lield formatioDs and the assessees. It was suggest"d that it would be 
in the interest of bolh if a revised notification in its full form is re-
issued instead of pleee.meal amendmenta in short form. The Com-
mittee exprelS their agreement with this approach and desire that 
this course may hereafter be adopted so as to av()id ~ l  and 
ambiguity. 

Delay in seDdin&' replies to draft Audit Paragraphs 

1.26. From the Audit Report it is seen that draft Audit paragraph 
(included as para 2.12 in the Audit Report for 1979-80; was sent to 
the M nistry of Finance in September, 1980 but no reply was recei-
ved till December, 1980. The Committee desired to know whether 
any time limit has been prescribed by the Government for furnish-
ing replies to the draft Audit paras. To this, the Min'stry stated 
in a note: 

"No time limit appears to have been preScribed by the Gov-
ernment. Comptroller and Auditor General however 
insists that the reply should be furnished within six 
we*s of ,the date of receipt of the draft para by the 
Wttstry . 
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1.2'7. When asked why reply was not sent within six weeks itt 
-.this case, as also in several other cases the Ministry stated in a note: 

"In this draft para 12 Collectorates were involved and factual 
information was being ascertained from them. The re-
ports on the draft para are to be called from the concer-
'ned Collectors who in turn have to obtain the same from 
the concerned Assistant Collectors, Jurisdictional Super-
intendents and the Sector Officers. It happens that the 
Office of the Collector, Assistant Collector, Jurlsd'ciional 
Superintendents 'and the Sector Ofticers are at different 
Stations'8lld are even not connected -by telephone I telex. 
Considerable time is taken in despatch and receipt of 
information. Besides, reports have to be examined and 
scrutinised with reference to relevant orders on the sub-
ject and this therefote, takes time. Efforts are, however, 
made to furnish the comments as soon as possible." 

1.28. The Committee desired to have information regarding the 
-time taken in sending replies to Audit :in respect of the draft paras 
r ~ i  to the Central Excise Department sent to the Ministry tor 
the Audit Report, 1979-80. The information furnished by the Mini-
;'stry i! given below:-

-----
Sl. No. Date of Peptics furnished More Number ... 
-No. of receipt -----------""_ .. _* than 3 of paru 

paras Within Within  Within months incl\lded 
6 2  3 in the 

W(!ek8 monthA h~ Audit 
Pcport 

'1 33 17-5·J980 2 21 13 

2 47 19-7-1980 25 20 

'3 35 14-8-1980 4 11 18 

... 30 J0-9-1980 1 16 II 

~ 57 17-9-1980 10 33 28 

-<6 S6 24-9-1980 20 IS 22 

.7 34 t -JO·1980 S 13 12 

------,---.-. - - -----. -- - ---:--
TOt!<1.-" 292. 43 140 124 

... ras wi thdrawn by Cl:AE ~ v  ( ... ) 7 
-.---
2" 



1.29. It is seen from the above statement that out of ~  draft.. 
paras,reply in respect of on, para was $8ntwithin' 6 weeks and 
reply to another para was sent within 2 months; replies to 43 paras. 
were sent within 3 monthS. . , 

Replies to 140 paras wel'esent after more than 3 months. Accord-
ing to the information furnished to· the Committee by Audit, out of 
these 140 paras, replies to 72 paras were sent within 6 months and 
to 68 paras . after more than 6 months. No reply was sentn respect 
of the remaining tOO paras. The Member (Excise) giving latest. 
inforIl)ation during evidence admitted that the nunlber of paras in 
respect of which replies had not been sent was still 92. 

1.30. In this connection, a stAtement furnished by the Central 
Board of Excise and Customsstiowing the receipt and disposal of 
the first batch of draft Audit paras No. 1 to 33 proposed for inclu-
sion in the Audit Report for 1979-80 on Indirect Tax,eg" is enclosed 
at Appendix IX. 

1.31. The question of expedit'ous disposal of draft Audit paras 
by the Departments of the Government of India had engaged . the' 
attention of the Public Accounts Committee while examining' the 
accounts for the year 194344. ,In pursuance of the recommendation 
of that Committee, the Government of I'ndia (Finance Department) . 
had issued instructions on 26 April. 1946 to till the Departments' 
"prescribing a time limit of  six weeks for sending replies to Audit. 
The relevant office Memorandum No. F. 11 (8) .F. II!46 dated 
26-4-1946 is reproduced 'below: 

"In para 12 of the report on the accounts fOr 1943-44 the' 
Public Accounts Committee commented on the delay on 
the part of some departments in returning draft para-
graphs for Audit Reports ~  to them for acceptance and 
suggested that a maximum period of six weeks should be 
allowed to the Departments to accept or modify the tetms 
of the paragraphs failing which Audit should be at liberty 
to consider its draft as final. The Government of India 
in consultation with the Auditor General, have accepted 
the Committee's suggestion. The undersigned is accor .. 
dingly directed to invite the attention of all Departments' 
to the need for the expenditious disposal of the draft 
paras received from the Audit Officers. Steps should be· 
. taken to secure that these ar«l returned as early as pea .. 
sible a~, in any case, within the period of six weeks 
suggested by the Committee." 
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132. The Ministry of Finance (Th::partment of Expenditure) ha ~ 
in their O,M. No. F.82(9)-EG-l!DO dated 3 June, 1960 (Appendix 
X) ;to all the Ministries, reiterated that the prescribed time limit 
of six weeks for furnishing their comments to Audit should be-
adhered to in all. future cases of draft audit paragraphs. 

1.33. Regarding the Ume limit, prescribed for .. sending replies to. 
,Audit, the Member (Excise) conceded during evidence: 

"I would say and I must say that in the replies h~  ~ half 
sent to the Committee earlier we were not aware of these 
r i ~  :)y the Ministry of Finance, which h 
rather an omission on our part: .. Instructions ar~ l T ~  

ahoUt the replies to be sent and they have <:; ~ 

within six weeks also." 

Chairmal}, CBEC further ~ l  

"It is very unfortunate that when this reply was sent by'm,,,:, 
o1fice, the person concerned completely lost 'sight of the 
instructions issued by the Fin'ance Ministry, which pre-
scribed a time limit of six weeks." 

1.34. When asked why the prescribed time limit of six weeks' waS-
not adhered tv and in fact ~  one out of 285 draft p;lras relat:ng to 
. 'Central E.xcise Depariment proposed for incluslon in the Audit Re-
port for 1979-80 wasse:qt· to . Audit, the Chairman, Central Board of. 
Excise and Customs stated during evidence: '. . 

"So far as the facts are coheerned, they ~r  dear. We cannot 
contest the facts. We will, only, w .th· your i l ~ 

try to explain why we have not been able to send replies 
. ~ within time. In a substantial number of cases, we had 

managed to sendreplics though after a' petiol!l of 6 weeks. 
In this connection, I would like to say that in most of these-, 
cases, we were not in a position to send the replies because' 
theitlformation was not available wit.hin the M;mstry 0(' 
the Board's office. Most of the paragraphs, in fact al~ al 

all the paragraphs were concerned with one or the other 
field office. There are about 24 ll ralE ~i  Collec-
torates. Not all df tflem but matl¥ paras relate to more 
than one Collectorate. In most of h~ Cllses V'r.! h:we to 
check up the position with the Collectorates with regarcl 
to the factual pos:tion because we cannot  take chances 
here. A Collectorate is also divided into DiviSions .. There 

I is. sometimes delay in transit. This has been one of the-
reasons why some time had been lost in giving a proper 
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reply." ~ ;?""!' .' f 

".I'he witness further added: 

"We are to make references to the various field formations 
and ,get facts from them. We have 'to verify fQ(:ts before 
the facts are admitted. Unfortunately all these paragraphs 
will have to be seen at the level of a senior officer. Many 
people ,are there to assist, but the responsibility rests 
with the senior officer in the Board and the Collectorate. 
It is the combination of the circumstances which makes it 
difficult to comply with six weeks limit." 

1.35. Another reason for tl}e delay, according to the Chairman, 
Central Board of Exice and Customs, was that the Department had 
to deal with an increasing number of draft audit paras. The ~ 

beT of such paras was 63 in 1969-70, 111 in 1972-73, 255 in 1975-76 
~  318 in 1976-77. In 1980-81, as on 15 October, 343 draft paras had 
been received. The witness added that there was a five-fold in-
-crease in the work for which a corresponding increase in staff had 
:not been provided. 

1.36. Asked about the procedure followed in dealing with the 
. draft Audit paras, the Chairman, CBEC explained during evidence: 

, -, , . ,. 

i r; 

.,.-.. ~ 

f  •  , 

II .. -. 

~ , 

~  normally get a batch of 30,40 or 50 'Paras addressed to the 
Finance Secretary with a covering letter drawing atten-
tion to one or two of those paragraphs. From the Finance 
Secretary it comes down to the Board. On the Central 
Excise side we have a Section-PAC Section, which co-
ordinates and deals with these draft audit paragraphs. 
We have got a Deputy Secretary, Under Secretary ani 
some ministerial staff. They make a preliminary scrutiny 
of all these f9ragraphs which come with the letter. They 
open a separate file for each of them. In. practically every 
case a reference is made to the Collectorate or Collecto-
rates concerned to find out the facts and observations. 

In order to confirm the facts or to give reply we need to have 
fairly comprehensive view of what the facts were, whe-
ther the view takeJl by the Collectorate can be justified . 
We get reply from the Collectorate or Collectorates as the 
'case may be and on the basis of that a scrutiny is done in 
the PAC Section. 

ln some cases reference may have to be made to other sections 
fot,particular aspects of the matter or things which they 
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'f .' have dealt with and their views are obtained. After tha 
,is done, a reply is drafted and that reply is submitted for 
approval at the level of the Member and, with the approval 
of the Member, the reply is sent. Ideally, this process. 
should be completed in six weeks. But, in practice, we-
find that it is not possible to complete the process' in six. 
weeks. 

The Chairman, CBEC further stated: 

"It is not as if every paragraph has to be referred to every 
Collectorate. It depends on the nature of it. It may not 
pertain to only one Collectorate. Again, there has tieen 
some 'Correspondence between the Collectorates and the-
Audit. These draft naragraphs may have been revised in 
the light of the correspondence . that la ~ 

That correspondence is not available with us here. If the-
correspondence that was exchanged could be made avail-
able to us by the AG's office, then instead of going to the' 
Collectorates, we could know the original point raised and 
we can have that information. That would save time and 

~  we can furnish the information quickly.h 

1.37. The staff in the PAC Section of the Central Board of Exice-
and Customs consists of a Deputy Secretary, an Under Secretary, a 
Section Officer, 3 Assistants and 1 UDC. The Committee "II'ere in-
fonned during evidence that in May-June, 1978 the Staff Inspection 
Unit of the Ministry of FinaD'Ce had examined the staff position of 
PAC Section and had recommended three additional posts of Asrds ... 
tants and the' abolition of one post of UDC. A final view was taken! 
in August, 1981 that this could not be sanctioned due to the need ~ 

economy. 

" 

1.38. The submission made by the Ministry of Finance while ex-
plaining the reasons for delay in send,ing to Audit the replies t() 
draft Audit paras proposed for inclusion in the Report of the Com..;.. 
ptroUer and Auditor General of India may be summed up as follows: 

(I) The reports OIl draft paras are called for by the Central' 
Board of Exice and Customs from the Collectors of Central 
Excise who in tum have to get particulars from their 
subordinate oftieials, such as, Assistant Collectors, Juris-
dictional Superintendents and the Sector Oftlcers. 

(ii) There are about 24 Collectorates and many of the draft 
paras relate to more than one Collectorate. 

(iii) The information recetved from the Collectors is ref{Uire<f 
r . to be verified and the reply to Audit eot approved at tha 
t:-; level of the Member of the Board. 
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(iv) . Sometimes reference is required to be inade fur obtaining 
,expert opinion '-on technical matters or to Ministry of Law 
tor opinion on legal issues . 

.(v) Tij;ne is taken in transit in the course of ~ rr  

between the Board the Collectorates and the field for-
mations. 

(vi) The number of draft paras re.ceived from Audit has in-
creased over the years. As there is no increase in the 
strength of PAC Section of the Central Board of Excise 
and Customs which co-ordinates and processes all work 
relating to the ~i  Accounts Committee, this section is 
not able to cope up with the increase in the work load. 

, 1.39. As early as in 1946, on tbe recommendation 01 the Public 
Accounts Committee, the Government had vide their O. M. doted 
26-4-1946 preseribed a time limit of six weeks for the Depautments 
~ sud' replies to A udit in respect of the draft paragraph'S pro-
posed for inclusion in the Reports of' the Comptroller and Auditor 
General of India which arc laid before Parliament every yeai'. 
The instrudiolls a ~  in the O.M. dated 26-4-1936 were 
rei,terated in a Ministry of Finanee (Department of Expenditure)' 
O.M. dated 3-6..1960. Inspite of these instructions, the Ministry ~ 

Finance (Department of H.-venue erroneously informed the Com-
ndttee that "No tiDle limit appears to have been ~ r ri  by the 
Government." The Chairman, Central Board of Excise and Customs 
and Member (Excise» however, conceded during evidence that 
c4'in the peplies that we had sent to the Committee earlier we were 
not aware of these instructions issued by the Ministry of Finance 
which is rather an omission 011 our part" and that "It is very un-
fortunate that whcn tbis reply was sent by our oOke, the person 
~ r  completely lost sight ~  the instructions issued by the 
Finance Ministry, which .prescribed a time-limit of six week,-," 

1.40. The Committee must express their i l a ~ over the 
fact that the officers of the Central Board of Excise and Customs 
'Were, at the' time of sending rel)ly to the Committee, unaware of 
the aforesaid instructions issued by the Ministry of Finance itself 
and tbis· resulted in supply of totally incorrect informatieD to the 
Committee. The conclUfiion is inevitable that adequate care is not 
being exercised by the officers at various levels in the Mini8try of 
Finance in scrutinising the replies ~  S lll~~  to the Com-
mittee. The Committee would like suitable instructions to be lssued 
t6 all ~ r  empllasisjng upon h~ the ~  for exerCising 
utmost c'are while fu"nishing,inf,<»rQiation to .. ttie ~ i  
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Vlt. The ,Committee find that· out of Z80 draft Audit paras 
relating to the Central ExciSe Department which had been sent to 
the Ministry of Finance between 17-5-1980 and 1-10-1980 and were 
proposed for inclusion in the Audit Report for 1979-80, reply to 
ooly olle para wMsupplied 'within the prescribed time-limit of 
six weekll. Replies to as many ruI 68 paTes 'Were sent after more 
than si!K months and replies to 92 ~ had not· been sent at all 
till 24:-10olUmli.e. the date on wbieb ~ ial  of the Mi'ni!itd 
appeaved before the-Committee tOg1'Ve evidence. T i~ reflects 
badly on the functioning Of the Ministry. 

1.42. The Committe.e have considered at some length the sub .. 
i~ i  made by the Chairman, CBE & C, an4 the Member 
(Excise) while explaining the reasons' for such delays. It was 
stated that in mOiit of the cases information was required to be col-
Jected from more than one Collectorate who in turn had to get 
detailed particulars from their field ·oftkerS. The statement con-
taining the particulars of ~ cases furnished to . the . Committee 
i i~a ,  that the replies from theColleciorateswc1"cin most 
cases received by ~  Board between 2 tot months. In thi .. connec-
tion the Committee would like to. point out that draft Audit paras 
do not emerge SUddenly but n.rc based on the i r ~ i  gethered 
during' test audit and therefore aU the paras and correspondence 
ate rca«J,iJy available with the Collectorates or their field offices. 
There is therefore 110 reason why report regarding facts mentioned 
in the draft paras cannot be sent, to the Board immediately after 
the ~~ i  of dl aftparas. It is obvious that adequate importance is 
not given by the Col1ectorates for expediting replies' to draft paras 
referred to them. The Comndttec desire that the Board should 
wl\ile sending the draft paras to the CoUectQrates give a i i~ 

date by which replies should be reccivedh'y the Board and it ~~l  

be the reponsibility of the CQlJector concerned t9 l~ a h  

r i~i  . i ~ a i  is actually collected and', ftU'nished to the 
Board by the due date. 

1.43. The particulars of 33 cases furnished to the Committee 
also indicate that en receipt of in. ormation from the Collecto'tates 
the,time taken in· processing h ~ i  h ar ~  i~  and in' 
seniiing replies· to Audit ~ l l ri  3t()-6 months 
a ~ more ·in some casUs. It is a r r ~ clear that.:onsideralSle-
delaYldakeplaeei .. -tt.e. 6IJieeofU.Boatd ':tiialf· in'>pl'oeessiRI" -tbe . 
cases. The i~ -de not: cOWlWerlAldr.taY'i RI'1Ift1ivoidJdjJe .. 
~ i i l  ii tlwt some ~ l  h , h~ '6fftecn ' 
'"ea,oniible . forl'l'8ce$sin«' the cues. '!'he' Colinnittee reeODllUW" 
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that there slaould be a proper management and monito" ing s),steal' 
in the Department so that delays occurriac in the office of the, 
Board as also in the Collectorates are eliminated. 

1.44. A submission was made before the Committee that some. 
times on receipt of replies from the Collectorates, it became neces-
sary to can for expet1 technical opinion and in certain eases ill-

l i~ legal issues tbe opinion of tbe Ministry of Law was caned' 
for. From a perusal of the statement of 33 cases furniShed t. the 
Committee it is seen that technic:al opinion was called for in two 
eases and legal opinion in one case only. In such cases, if the re-
quired tec1mical or legal opinion was not received within the 
prescribed time limit, tbe proper cour'se would have been to infonn 
the Audit of this fact instead of withholding the reply. The Com-
mittee desire that suitable instructions should be is&1Ied in this 
regard. 

1.45. At present the draft Audit paras are invariably seu.{ bY' 
the Board to the Collector 0,. Collectors coneerned for furnishing 
the required information. There is usually some correspondence 
between tbe CoUectorates and the Audit offices before any draft 
para isfiJlalised by tbe comptroller Auditor General of India fot" 
inclusion in the Audit Report but such correspondence is not pasted 
Gh to the Board. A. a result, it may not often be posiible for the 
Board to reply to Audit without first collecing the relevant informa-
tion from the Collectorates. The Committee would sUggest that • 
system should be evolved requiring the Colledorates to funt.isb. 
copies of correspondence with tbe Audit offices to the Board 
eoDeut'reIltb. Fhen a draft para is received, it should be possible 
for the Board to finalise its reply as far _ possible on the basis el 
Buch correspondence and reference to the Collectorates should lie 
necessary OIlly in unavoidable cases. It should also be possible t. 
reduce inter-departmental references within the Board's ollice .r 
references to the CoIlectorates In cases whefle the issues couLl be' 
conveniently sorted out duriog periodical meetings between the 
Memher!!l of the Board and the Collectors. 

I... The Reports of the Comptroller and Auditor General .,. 
Wi. are lald before Parilament durin, Budpt Session every ,.ear. 
These Reports .re therefore fkuiJiled by the otftee of the C  " AG 
ad got printed according to a prescribed dme sehedule. TIle 
awrma. of the Central ..... of lkdse aDd Customs stated ........ 
mdeaee belere the Committee that the prescribed time limit ~  

• weeki for .. ding replies to draft Audit paras it not ...... 
... ·tIdI CODDedloa, the CoDUDJttee weatd like to poiat aut that ... 
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e8keof the C &. AG takes into account the replies received l ~ 

the Board even if there are maqpnal delays. However, there e ... 
be no justification for inordinate delays as have been brought out 
in the foreping paragraphs and it is in the interest of the Central 
Excise Department itself to ensure that replies are sent in tim.e' 
aad the Department's views as also verified facts are invaribaly 
iaeol'1'Orated in the Audit Report before it is ftnalised for presenta-
tion to Pal'1iament and for consideration by the Committee 
thereafter. 

Production of files to Audit 

1.47. On 31 March, 1980, a letter was sent by the Director of 
Receipt Audit to the Chairman, Central Board 0' Excise and ~ 

toms 'in which he had asked for ~ relating to the issue of notifi-
cation No. 152177-CE dated 18-6-1977 (Appendix I) 8.Q.d No. 161179"-
CE dated, ~  (Appendix IV). File relating to issue of notifi-
cation No. 152177-CE is a budget file. ~hi  file was not shown to 
Audit. Asked about the reasons, the Chairman, Central Board of 
Excise and Customs stated: 

"I think there were some i ~ i  aftenwards in which 
the Fanance Secretary was associated. I would not be 
able to answer this fully from recollection." 

1.48. One of the two files asked for by Audit related to Budget 
Notification No. 152/77/CE dated ~  The Committee wante. 
to know whether Audit was prohibited from looking into the file 
even aften presentation of the budget. In this connection, Chair-
man, Central Board of Excise & Customs stated during evidence:·-

.-., . , 
'-." .. 

L' 

"It may not be assumed that what is called a budget pro-
posal, all the discussions and material get exhausted or 
out of date as soon as that budget is over. Because, in 
the course of presentation and discussion, various aspects 
are put forwarti and it is possible that h~ r ~  

take a decision "we will do one part this ~ i and the 
other part will be reserved for next year." So it is i ~ 

cult to conclude that immediately after the budget is 
presented, nothing in ~ ~  file is ~ l ial  . 
Therefore We have been following the practice that the 
budget files as a class are treate:d as confidentiaL 
Whether in a particular instance a file can be furnished. 
or not bas to be seen in reference to that file and, if' 
necesSary, we will have to obtain the orders of the 
Minister. " 
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1.49. The Committee r a ~  of the w.itness to the Mints .. 
·try of· Finance (Department of EcollOmicA1!airs} :letter No. F. 
1 (4S) .. B178 dated' 23 september;. ,19'18 which 'reiterated. the i r ~ 

tions issued earlier Gn6 January, 1955 tbatfiles required by Audit 
O1ftcers should be readily made available to them and that "se:ret" 
or" "top secret" files 'should be sent personally to the . Accountant , 
'General or the head,·of the Audit Office. The aforesaid. letter is 
reproduced below:-

!' 

"In D. 0, letter No. Ii', 26/SFj55 dated 6th January, 1955 from 
Secretary, Department of Revenue and F.xpenditul'e, 
Ministry of Finance addressed to all the S r ari~  to 
the Gobernment of India, it was inteT aLia stated that. 
files required by Audit Officers should be readily made 
available to them without any apprehens:on that objec,;.. 
tions may be taken in au-pit merely based on con.tradic-
tionsin the views expreased in note by suborq,inate . 
cffkals and hlgher authorities. If toRe <:ontellts" of the 
fi les or any, parts of it are "Secret" or "Top Secret" the 
file may be sent personally to the' Accountant General or . 
the head of the Audit Office specifying this fact, who will 
then deal with it in acco.rdance with the standing ins-
tructions for the handling and custody of such docu-
ments. 

2. 'Subscuently, the Ministry of Finance informed, all Minist-
ri ar ~ , etc. vide ~ ar  of Economic 
Affairs. O. M. No.. f: 1 (44)-Bl7S dated 25th September, 
1976 that ·confidential flIes ~ ai i  the views of the 
Government Officers at difteT&nt levels, Cabinet notes 
.and decisions etc. ,ip. the G r , G r ~l jolicie& 
fall outside h ~  the instructions mentioned in 
paragraph 1 apov:e and need not be shown to Audit, 

3. The mjilttet has since been examined further and it has 
been Qecided to. w.:thdrawthe instTuctions contained in 
the O. M. dated 25th September, Ifn6 referred to above 

'and' r~ r  thestatu& quo a.n.te. Accordingly aU Minis-
tries/Departments etc. are requested .to observe the 
procedure refered to inparagrapb 1 above in tile matter 
ofmakingfttes available to Alidit'Officers." . 

1:50. It will thus be observed thatupder the ~r i  issued 
~ , even "secret" or "top secres" files have/to'be made 
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. available to ~  and if there is so.me senstivity about some file, 
that has to be made available personally to the: Head ·of the Audit 
<1ffice Concerned. 

1.51. As ~ .... tr .. ct.\ons ~  by the Ministry of Finance 
(DepaJ:tment of Mevenue ap.d Expenditure) in a ~ r  dated 
-6-1-1955, files required by Audit i~ r  a·.'e 10 be readUy made 
available to them and "secret" or 'top secret files should be sent 
personally to the AcceuntantGeneral or the head of the Audit 
Oftke who would then deal . with it in aceordanc.e . with the 
standing instructions for the handling and custody of such doCu-
ments. These instructious were reiterated in a letter dated 23-9-1978 
issued by the MiDistry of Finance (Department of Economic Aftairs). 

1.52. Budget files areas per practice treated as secret till th" 
tinle of presentation of the budget but ",hether such flies continue 
to remain "secret" even after the presentation of budget is a matter 
which l)eeds to be reviewed. The Chairman, Central Board of Excise 
and Cllstoms seemed to suggc-st during evidence that such filCR may 
contain infOl'lnatiou which continues to be sec"et even aftet' the 
presep.tation of the budget, The instruction issued Gn. 6-1-1955 as 
also, 011 ~  apply to aU files including ~r  and "top 
secret" files ·and do n!)( thus exc:lude budget files. Therefore, after the 
preseatation of the budget e,'en such rues f;annot be withheld from 
Alldit iu ~a  where Audit specifically requires their production. 
The committee would strongly ul'ge upen the Minis,try of Finance 
thattbesc i r i ~ sho,uld be observed in letter as well as in 
spirit. 

A udit Paragraph , 

Bidi Workers Welfare Cess 

2,1. ~ Bidi ~r  Welfare Cess Act 1976 unmanufactured 
tobacco ~  a , ar h ~ for the. manufacture of bidis is 
liable to cess at the rate of twenty five pnise per k:logram. The 
responsibility for cQll/ilcting theccas wns. wi1h the Central Excise 
Department till 28th February 1979. On the abolitiollof duty on 
up.manufactured ~  wit,h effect from 1st March 1979, it was no 
more possible. for that department to collect this cC'ss. A':cordingly, 
in the :cadget .Instru-;tions 1979 it was stated that the concerned 
i i r~ c was ~l  requested to make alternative arrangements Jor 
it$ collection. . . 

. 2.2, On 79th Apr!l 19BO, Ministry of Finance was askEid to inti-
mate whether a~  alternative arrangements by the concerne4 
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eftect from 1 March, 1979 central excise duty on such tobacco was 
abolished and the Ministry concerned (Ministry of Labour) wa. 
required to make alternative arrangements for the collection of cess, 
leviable under the aforesaid Act. Relevant extracts from the 1979 
Budget instructions relating to collection of cess on biri tobacco are 
reproduced below:-

"At present, .cesses leviable on unmanufactured tobacco" 
under the Bidi Workers Welfare Cess Act, 1976 and the 
Tobacco Cesses Act, 1975 are being collected by the Cus· 
toms and Central Excise Department. In view of the 
changes proposed in the structure of excise duty on 
tobacco it may not be possible for the Department to, 
collect these cesses. The concerned Ministries are, 
therefore, being requested to make alternative arrange-
ments for collection of these cesses which are in the 
nature of duties of excise. While no cess may be collected" 
in respect of such unmanufactured tobacco cleared on at" 
after 1-3-1979, the licencees who are required to pay this 
cess should be asked to maintain separate accounts of" 
such removals to take care of any possible measures 
which the Ministries concerned with the a'Ciministration 
of these cesses, may decide to undertake. In so far as' 
Cess on export of tobacco under the Tobacco Cess Act, 
1975 is concerned (which is in the nature of a duty or" 
customs), it will continue to be collected by the Customs 
Department as at present." 

2.7. Asked why alternative arrangements for the collection of 
cess as contemplated in the Budget instructions could Itot be made 
since March, 1979, the Ministry of Labour have stated that the 
question was dependent on whether the cess could be legally levied' 
and collected after 1-3-1979. In this connection, the advice of the' 
Legal Adviser to the Ministry of Labour was as follows:-

"Under Section 3(1) of the Heedi Workers Welfare Cess Act, 

'"., ," 
I( .. -, .. 

1976, the cess is levied and collected on .so much of the 
tobacco as is issued to any person from a warehouse for 
any purpose in connection with the manufacture of 
Beedi. The explanation to the said provision defines a 
"war-house" as any place or premises appointed· or licea.a-

.. : ' . , .. ed' under rule 140 of the Central Excise Rules, 1944. In 
r ~l view of the fact that the licensing of the warehouse has 
,-. ~,~ come tc an end 'W.e.f. 1-3-1979. the questiOn 01" ilSUe f)f: 

any tobacco to any person from a lictmBed waret10use U'" 
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. Ministry for the administration and collection of the cess after the 
-abolition of duty on unmanufactured tobacco had been made. The 
Ministry was reminded in the matter in July 1980; reply is still 
. awaited (December 1980). 

2.3. It was noticed in audit that cess amounting to as. 52.33 lakhs 
had not been collected from 121 units in seven collectorates during 
the period 1st Marh 1979 to 31st July 1980. Accordingly to the 
figures booked in accounts by the Controller General of Accounts. 
the amount collected on account of this cess during the year ~ 

80 came only to Rs. 20,74C3 against Rs. 1,86,81,767 in the immediately 
"preceding year 1978-79. 

2.4. The paragraph was sent to the Ministry of Finance in Sep-
. tember 1980; reply is awaited (December 1980). 

[Paragraph 2.41 of the Report of the Comptroller and Auditor 
General of India for the year 1979-80, Union Government (Civil), 
Revenue Receipts, Volume I-Indirect Taxes.] 

2.5. The Beedi Workers Welfare Cess Act, 1976 and the Beedi 
Workers Welfare Fund Act, 1976 came into force on 15 February, 
1977. Under the Beedi Workers Welfare Cess Act, cess was levied 
:at the rate of 25 paise per kg, of tobacco issued from warehouse for 
the manufacture of beedie. Relevant Section 3 (1) of this Act pro-
vides as tollows:-

r~  

T .. 

"With effect from such date as the Central Government may, 
by notification in the Official Gazette, appoint, there shall 
be levied and .collected by way of cess for the purposes 
of the Beedi Workers Welfare Fund Act, 1976, on so much 
of the tobacco as is issued to any person from a ware-
house for any purpose in .connection with the manufac-
ture of beedi, a duty of excise at sucll rate not exceeding 
one rupee per kilogram on such tobacco as the Central 
Government may, from time to time, fix by notification 
in the OfficiaJ Gazette. 

Explanation: In this sub-section, "warehouse" means any 
place or premises appointed or licensed under rule 140 
of the Central Exdse Rules, 1944, made under the Cen. 
tral Excises and Salt Act, 1944." 

2.6. Prior to 1 March, 1979, cess leviable on /unmanufactured 
1obacco under the Beedi Workers Welfare Cess Act 1976, was being 
',40JJected by the Customs and Central 'Excise Department. With 
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.contemplated under sectiOn 3(1) of the aforesaid Act, 
does not simply arise. Accordin,gly, 1'locess' as contem-
plated under the provisions of the Act can be levied or . 
collected w.e.f. 1-3-1979." 

2.8. The Comptroller & Auditor General of India had asked the 
Ministry of Finance on 29 Apr;}, 1980 to intimate whether any' alter-
native a:::'.lngementshadbeen made for the administration and 
collection of cess after ,the exemption of duty' on unmanufactured 
tobacco with effect from. 1 March, 1979. No reply was sent to Audit 
inspite of a rem'inder issued to the M:nistry in July 1980. A draft 
Audit Para was sent to the Ministry of Finance on 30 September,. 
:1t'80.The reply to the draft para was sent by the Ministry to Audit 
on 4 May, 1981. The reply of the Ministry reads as under:-

"Consequent upon the abolition of excise duty on unmanufac-
tured a~  with effect from 1-3-1979, the Department 
of Revenue had requested the administrative .' Ministry 
for making alternative arrangements for the levy and 
collection of cess under' the Bidi Workers Welfare Cess 
Act, 1976' or any other suitable arrangements in this 
regard. It is understood that the Min'istry of Labotfr is 
examining the possibility ()f aollection ofa cess through 
alternative means. Further comments on the draft pant 
wou!d be sent on receiv:ng the views of UK' said Ministry 
in the matter." 

2.9. Subsequently, the Finance Secretary in his D.O. letter dated' 
13 May, 1981 addressed to the Comptrolier and Auditor General 
state: 

,. , 

"In the Budget of 1979,adeliberatepolicy decisiOn was taken 
to abolish the Centtal'Excise duty on unmanufactured 
tobacco in order to remove excise tontr01 over a million 
small tobacco growers/eurerslbrokerslwarehouse keeperS' 
etc. The loss of revenUe on this account was sought to 
be recouped through appropriate upward adjustments in 
the duty rates on manufactured tobacco products ..... . 
Consequent on the abolition of Central Excise duty on 
unmanufactured tobacco with effect from 1st March, 1979 
the Central Excise conttol over tobacco \varehouses was 
also withdrawn. Therefore there .. was no question of 
collecting any cess under t;he l3eedi Workers ~l ar  

Cess Act as and from 1st March, 1979. You will agree 
with me that having abolished the Central Excise . duly 
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onUAJ:nanufactured tobacco oontinuiftg with· the collec"'-
tim of eessOJlunmanufadured tobaceo issued from, 
wa.,choWles would·· have been anomalous. 

~  the decision to abolish excise duty on unmanufactured 
tobacco was taken, a decision was also taken, in principle ... 
with the aRProval of the then Deputy Prime Minister and 
Finance Minister that, if necessary, the activities of the 
Beedi Workers Welfare Fund could be supported by 
budgetary grants to the extent of the loss of Beedi W or-
kers Welfare Cess consequent on the abolition of excise, 
. duty on wunanufactured tobacco. Simultaneously, the 
possibility of legislating. for replacement of the cess 
leviable (till 28-2 .. 1979)'011 a ~ a r  tobacco under 
the Beedi·Workers l ~r  Act by levy of a cess on 
manufactured beedis w. ,:s explored with the Labour 

... l\1inistry. This legislatio I could, not, however, be under-
taken by the Labour Ministry in the 1979 budget session 
of Parliament since the budget proposals including the 
one of abolition of excise duty on unmanufactured 
tobacco were yet to get the approval of Parliament, The 
matter could not be subsequently pursued in1979 owing 
to the dissolution of theLok Sabha. A note has now 
been taken to the Cabinet by the Ministry of Labour for 
undertak:ng suitable legislation. After obtaIning Cabi-
net's orders in this behalf, further action would be taken 
by that MiniStry." 

2.1(). As regards delay of over one year on the part of the Minis-' 
try of Finance in sending reply to Audit enquiry, the Ministry of 
Flnancehave stated :19 under: 

"The question of making alternative arrangements for levy 
and collectioll of cess was a.ctively under consideration 
of the Department of Revenue at the time when the 
aforesaid reference from Audit was received. It was felt 
that the reply could be $ent to the Audit after the alter-
native arrangements were finalisd." 

.2.11. The Budget not;fication No. 41i79-CE dated 1 March, 1979 
allows residual control by the Central Excise Departmen"t over 
Pel"sons trading In unmanUfactured tobacco ofa quantity exceeding" 
200 quintals per annum. Asked about the control exercised by the', 
Department after 1 March, 1979, the Ministry of Finance have in· 
a note stilted: 
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"After the exemption of wunanufactured tobacco from excise 
duty w.e.f. 1·3-79 and consequent removal of excise con.. 
trol on tobacco curing, transport, storage etc. it was no 
longer felt that it was necessary for persons dealing in 
tobacco to obtain licences or to maintain accounts as 
hitherto. Accordingly, with the proposed changes it was 
decided that licensing for curers, dealers, brokers and 
warehouse keepers be abolished except for storage of 
tobacco by persons who purchase or store not less than 
200 quintals of unmanufactured tobaccO' in a year. Cate-
gorisation b8sed on nature of profession such as, dealers, 
brokers, warehouse keepers, etc. was abolished. The in-
tention was that such licensees will be subject to only a 
nominal form of control This was· proposed to be an 
interim measure. Such persons were required to main-
tain accounts in the form EB3 indicating the quantity of 
tobacco received, the persons from whom received, the 
manner in which the tobacco is disposed of and ,the per-
sons to whom it is issued alongwith date ot receipt and 
issue . 

. While persons purchasing or storing tobacco not less than 20D 
quintals in a year were required to obtain licences and. 
maintain accounts, persons who store tobacco for the 
purpose of manufacture of tobacco prod,!cts an:d who are 
·required to pay excise duty on such tobacco products, are 
required to obtain a licence in the form 12 irrespective 
of the quantity stored by them and maintain accounts ia 
proper form ( EB3 register) .. The licensing of such 
persons and maintenance of accounts thereof was pres-
'cnbed in order to exercise proper control over the ra" 
materials and to ensure due accountal of the tobacco pro-
ducts manufactured therefrom .. 1.... Accordingly, all 
manufacturers of bins, on which duty of excise is payablt!! 
are required to obtain a licence in the form 12 and main-
tain proper accounts." 

2.12. The Committee were informed during evidence that the 
Legal Adviser to the Ministry of Labour had advised on 9 March, 
19'19 that no-cess as contemplated under the provisiOns of the Beedt 
Workers Welfare Cess Act, 1976 could be levied or collected with 
-effect trom 1 March, 1979. Asked what effective steps were takell 
-to realise the ,cess, the Secretary, Miftistry of Labour stated in. 
evidence: 
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~ Th  exercise started ~ April 1979 itself. We were then 
advised that we could not int'roduce' the Bill till the Fin-
ance BHl was enacted. When we circulated the draft 
Cabinet note and it was almost finalised, there was a 
change in Government in July 1979. From then on till 
January 1980, nothing could be done ...... We realised 
that the cess had got to be recovered but it could not be 
done because arrangements had not been made for col.-
lecting the cess. When We started examining we also 
finalised some proposals of having alternative source of 
the cess. In 1979, unfortunately we could not take action 
in amending the legislation. In 1980 again We started 
examining and we took some time to decide this. After 
examination was complete, we have recently introduced 
a Bill in Parliament." 

2.13. Explaining further the reasons for the delay in finalising 
,the proposals. during 1979 and 1980, the witness stated: 

"In 1979, we drafted a note for circulation to the Cabinet and 
it was sent on 2nd April 1!n9. Immediately thereafter, 
when the note was bejng finalised, we wanled to go to 
the Cabinet but we could not go to the QaLin..;t .... When 
the proposal was examined, Govarnment was thinking 
whether there should be a cess or some other method 
should be found for giving grant-in-aid for the fund. So 
Governmen't  took some time and this decision was taken 
by the Government in 1981." 

2.14. The witness stated that after Lok Sabha was dissolved 
-(August 1979) the Cabinet Secretariat had advised that no policy 
·decis'on should be: taken, pending elections. He added that there 
-was no decision then as to how the new .cess should be raised-
whether it should be on berli or it can be by a ra ~i ai  

:U5. A Bill to amend the Biri Workers Welfare Cess Act, 1976 
was introduced in Lok Sabhs on 14 September, 1981. It provides 
for levy of cess on manufacturekl beedis. This .cess will be collect-
·ed by the Central Excise Department. A collection charge of one 
per cent is proposed to be paid to the Central Excise Department. 
For the present the rate of ceSS is propo6ed to be fixed, at 10 paise 
. per thousand manufadUfed beedis and on this basis, the estimated 
,.collection of cess per year is likely to be betWeen 'Rs. 2.5 crOl'oeJl 
'and Rs. 3.00 crores and the collection charges that would be payable 
"will be between Rs. 2.5 lakhs and Rs. 3 lakhs. 

'.2732 LS-3. 
...11 
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Beedl Worken Welfare Fund 

2.16. The beedi industry is mainly concent rated in the states: 
of Andhra Pradesh, Bihar, Gujarat, Karnataka, Kerala, Madhya. 
Pradesh, Maharashtra, Orissa, Rajasthan, Tamil Nadu, Uttar Pradesh. 
and West Bengal. It provides employment to nearly 30 lakhs. 
workers. 

. 2.17. Biri Workers Welfare Fund has been constituted under' 
the Biri Workers Welfare Fund Act, 1976 to provide welfare faci-
lities. For providing various . welfare measures to beedi workers,. 
the following sc'hemes have been intoduced: 

(i) Setting up mobile medical units; 

(U) Build Your Own House Scheme; 

(iii) Housing Scheme for economically weaker section of 
beedi workers; 

(iv) Grant of scholarships to children of beed! worKers; and' 

(v) Reservation of beds in T. B. Hospitals. 

2.18. A note given by, the Ministry of Labour indicating the acti-· 
vities undertaken and financed from Beedi Workers Welfare Fund' 
is at Appendix. ! 

2.19. The receipts into the Beedi Workers Welfare Fund and the· 
expenditure incurred therefrom during the year 1977-78 to 1979-801 
were as follows: 

Opening Balance 

Receipt. during the years. 

Expenditure during the year 

(/ls. in l(l(:ks) 

1977·78 1978·79 11,179-80 1980-$J 

10'38 230·21 428'59 429·01 

223· SO 225'00 67· so. 

3'67 26'62 67'07 
• ___ .0 ____ •• 0. 

~~ ~ ... ~ ~ ___ ~ ~  ...... _. w __ • , __ .......... _ 

230'21 428· '9 429'02 

(Actual ; RI. 429 '01 lakhs Viariati('n is 
due to n1ltnding) 

2.20. The Secretary, Ministry of Labour stated during evidence· 
,that the expenditure during the year 1980-81 was Rs. 90 1akhs and' 
for the year 1981-82 a provision of Rs. 1.98 crores had been made ... 

• arrears for the prr.vious ~ar  
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When asked about the extent to which the welfare 01 biri workers 
Buffered due to non.collection of ~ from the year 1979-80, the wit-
ness stated: 

"The Welfare of the bidi workers did not suffer because a 
decision was also taken in principle with the approval oC 
the then Deputy Prime Minister and the Finance Mi}1tster' 
that if necssary the activities of the bidi workers could' 
be suported by a budgetary grant to the extent pf loss 
of the cess." 

2.21. When asked whether the welfare activities for the bidi' 
workers could have been expanded if cess had continued to be colle:!-
ted, the witness stated: 

"I do admit it. You can justifiably blame the Labour Ministry 
for not improving the spending capacity. There was r.,.., 
financial constraint on the activities to be undertaken by-
the Labour Ministry." 

2. 22. Prior to 1 March, 1979 cess leviable on unmanufacfured' 
tobacco under the Deedi Worke."s Welfare Cess Act, 1976 was being-
t'ollected by the Customs and Central Exeise Department. With 
tllect from 1 Mareh. 1979, Central Excise Duty on such tobacco ~ 
abolished and. according to the budget instructions. a a i ~  

arrangements were to be made for the collection of cess leviaMe" 
under the aforesaid Act. As would be seen from the foregoing para .. · 
gnphs, there has been inordinate delay hy Government in making 
alternative arrangements for collection of this cess, so much 80 that' 
no arrangements have been made so far. 

... 
2.23. The Committee find that on 9 March, 1979 the Legal Advi!ler-' 

to the Ministry of Labour had advifled that no cess as a ~ 

under the provisions of the Deedi Workers Welfare Cess Ad, ~ 

could be levied or collected with effect from 1 Maroh, 1979 consequent" 
on the abolition of excise duty on unmanufactured tobacco with 
effect from 1 Mareh, 1979. f:xplaining the delay since March, 187,. 
tn making alternative arrangements for collection of the cess, the 
Secretary. Ministry of Lahour stated before the Committee durinr· 
evidence that the Ministry was advised to wait till the. Final)ft Bill' 
was enacted and later the Lok Sabha was l l~  and the Cabinet' 
Secretariat bad ad\lised that no poIky decision should he takeft;,. 
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'Pcndinr ceneral election. He further stated that Government Wd 
·.thinking whether there should be cess on beedi or grant-in-aid could 
be liven to the Deedi Workers WeHare Fund. The reasons put for-
ward by tbe Ministry for the delay are not satisfactory. General 
·election to Lok Sabba was held in January, 1980. If nothing was 
decided till then, the Committee see no reason why • decision could 
not be taken soon after' the election in January, 1980. The responsi-
'bility for this delay must squarely be on the Ministry of Labour 
'ftIhic.b. in tbe view of tbe Committee, showed Uttle concern in a 
matter where revenue worth crores of rupees per annum was involv-
ed. It is also evident tbat only after the Audit para was selected by 
ihe Committee for examination, the Ministry of Labour took steps 
to expedite tbe matter and introduce an amending Bnt in Parliament 
in. September, 1981 for levying and collection of cess em manufactured 
l1eedis. .. ••• 

2.24. The collection of cess under-the Becdi Workers Welfare ceSs 
Act wa .. Rs. 223.60 lakhs in 1977-78 and Rs. 225.00 lakhs in 1978-79. 
J,f t:meJy action had been taken to amend the aforesaid Act soon 
after the ahoIitioo of excise duty on unmanufactured tobacco with 
~ l  from 1 March, 1979, the revenue on this account during the 
years 1979-80, 1980-81 and 1981-82 (till date) would have been around 
Its. 5 crores, on the basis of ftgures of collection during the r i ~ 

years. The inaction on the part of *be Ministry of L-abour in making 
llltel'native arrangements for the collection of cess meant for ttle 
bene-fit of neuly 30 lakh workers employed in the beedi indu'ltry in 
the country has thus resulted in loss of revenue to that extent. The 
-Committee therefore desire that the Ministries of Labour and Finance 
,;hould gin full information indicating cbronologically the steps 
taken and why It final dechiion on a s,mple legHllative measure could 
not be taken during a period of 2l yea""S. The Committee would 
also 1i!{e to know at. what levels the case was held up in the 
l\Iinistrje'i, for what periods, the d'ltes on which proposals were consi-
.Iered ~  the Cabinet and the view taken, and who were the persons 
,.eitponsible for this delay which has resulted in considerable loss of 
revenue to the Govemmept. 

•. 2.25. In this connection it is seen that in April, 1980, the Comp-
iroller & Auditor General of India bad asked the.iniltry of lii.n¥ee . . ' . 

to iDtimate whether any altemative arrangements hacl been made 
for the coJlection of cess afief the abolition ~ exci&e clnty on UIl-

,~ a r  tobacco with eJfect from 1 March,. 197'. No reply 
vas sent to Audit fo!" over one year mdlt was only in May, lilt 
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i.e. after the Audit Report lor 1979·80 was laid before Parliameat 
that the Ministry of Finance replied to Audit that the Mnlatry of. 
Labour was exami,ning the possibility of collection of tess througla 
alternative means. The Committee fail to understand why the 
Ministry of Finance dealt with the audit e!1Quiry of April, ItSe in 
such a casual manner. The Committee would like the Ministty to 
evolve a system so as to ensure that audit enquiries are replied to-
promptly ... 

NEW DELHI; 

December 14, 1981 

ralia~ a a 2"3-: i"903 -(Sf. 

SATISH AGARWAL 

Chairman 

Public Accounts Committee. 
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APPENDIX I • <II" ... 

(Vide Para l.-l) 

GOVERNMENT OF INDIA 

DEPARTMENT OF REVENUE & BANKING 

r '. New Delhi, the 18th June, 1977, 
28th Jyaistha, 1899 (Saka) 

NOTIFICATION 

CENTRAL EXCISE 

GSll In exercise of the powers conferred by sub-rule (1) of rule '* of the Central Rules, 1944, the Central Government hereby exempts 
iron or steel products, falling under item No. 26AA of the First 
'Schedule to the Central Excises and Salt Act, 1944(1 of 1944) and 
specified in column (2) of the Table hereto annexed, from so 
much of the duty of excise leviable thereon as is in excess 01 the 
duty specified in the corresponding entries in column (3) of the 
:said table, subject to the £onditions laid down in the corresponding 
entries in column (4) thereof. 

~S N  l)vscription 

THE TARLE 

Rate of 
duty 

RUfUn Per 
mltri, 10000e 

'1 All 'OrIll\ or semi.finished 5lcr.1 falling 330, 00 
u.lf.br ~ i  (i) of item 261\. 

" 

'2 All pr,><ilcts falling ~r !ub·item(ia) 330· 00 
of item ~ i  C.)th"r tlnn rails und' 

~ r b U'S spec.ified in Serial No, 3) 

Conditions 

J P ails and l ~r blrB 17S'Oa IfitisprC1VCd tothesatisafcation 

4 Steel a i ~ 200 00 

~
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Qf an oflicer not below the 
rank or an ~  Collt'<'tor nf 
Central Excise that h~ rails 
of' ,leeper bars. as the cav. 
may hI!, are actually ~~ r 

railway trac.k. and the pr'oce· 
dUl't set Oul in Chapt< r  X 
oft he Central Exci'IC P uk" 
1944. hal been follvwed. 

. . 
/' 

.' 
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r ~  that where ihe products mentioned in, the Table ar. 
nn8:de from steel ingots, falling under item No. 26 of the aforesaid 
. schedule, which have been cleared from the factory, prior to the 
lath day of June, 1977, on.paymeutot duty at the appropriate rate, 
the duty specified in the corresponding entries in column (3) of the 
'table shall be reduced by two hundred rupees per metric tonne; 

Provided further that where the products mentioned in the table 
are made from semi-finished steel on which duty at the appropriate 

• rate has already been paid, or from steel ingots falling under item 
No. 26 of the aforesaid schedule which are cleared from the factory 
'On or after the 18th day of June, 1977 on payment of duty, the duty 
'specified in the corresponding entires in column (3) of the table 
'Shall be reduced by three hu.ndred and thirty rupees per metric 
"tonne; 

Provided also that where the duty paid on steel ingots or 
'Semi-finished steel, as the case may be, used in the manufacture of 
:.any quantity of the products mentioned· in the table is in excess of 
the duty leviable on such r ~ , the amount eligible for adjust-
ment towards the exemption shall be restricted to the amount of 
duty leviable on the quantity of the said products; 

Provided also that in the case of the products mentioned in the 
table and manufactured ~ h the aid of electric furnace from any 
~  the following materials, namely:-

(0 old iron or steel melting scrap; 

(ii) a combination of the material referred at (i) with fresh 
unused steel melting scrap on which the appropriate 
ditty' of exc:sehas been paid; and 

(iii) Iron 'in any crude from falling under item No. 25 of the 
said First Schedule on which the apropriate duty of ex-
cise has been paid, in combination with the materials 
referred to at (i) and (ii), 

'the duty specified against the corresponding e;ntires in column (3) 
ocf the Table shall ,be reduced by one hundred and fifty rupees per 

metrie tonne. 

-152/77 

SdI-

(R. K. CHANDRA) 

,Under Secretary to the Govt. of Inc:;;.. . 
'. 
:.\ 



r- APPENDIX II 

(Vide Para 1.5}\ 
New Delhi, the 15th July, 1977. 

NOTIFICATION 

CENTRAL EXCISES 

GSR In. exercise of the powers conferred by sub-rule (1) of 
rule & of ~  Central Excise, ij,ules, 1944, the Central Government of 
hereby directa that tlle notifications of the Government of Ind:a in-
the Ministry of Finance, Department of Revenue and Insurance, or 
Department of Revenue and Banking, as the case may be, specified 
in column (2) of Ule table hereto annexed shall be amende. or 
further amended, as the :case may be, in the manner specified ill the 
corresponding entry in column (3) of the said table. 

SI. 
No. 

• 
4 

• 

THE TABLE 

Notification 
No. at Date 

• 
15iln Central b.ciaes datnl 
18th June, 1977· 

• 

Amendment 

• 
In the fourth proviso to ~ said notification 
for W word "one Mlldred aJid tifty 
rupees", the words "'hrer hWlc1n:-ci ano;. 
lhirt)' rupees" shall be lubstitut ('d 

• 

84/-(R. ~ CHANDRA) 
UDder ~ to the Govt. of India 

....... --' . 

!A. ' 
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APPENDIX III 

(Vide Para 1.5) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(DEPARTMENT OF REVENUE) 

New Delhi, the dated 20th January, 1979· 
30 Pausa, 1900 (Saka) 

NOTIFICATION 

CENTARL EXCISE 

GSR. In exercise of the powers conferred by sub-rule (1) of rule 
8 of the Central Excise Rules, 1944, the Central Government hereby 
directs that the notifications of the Govt. of India, in the Ministry 
of Finance, Department of Revenue and Insurance, or Department 
of Revenue and Banking, as the case may be, specified in column 
(2) of the Table hereto annexed shall be further amended in the 
manner specified in the corresponding entries in column (3) of the 
said table. 

SI. 
No 

Notifioltion 
No. and Date 

--_ .... '----
1 

1 137 ~ Central ~il  elated 
the. 9th 'December, 1975 

,rt 

THE TABI.E 

Amendment 

3 

In tbe said notification, for the prGv;A<J. Ih(" 
following proviso shall be .ubstituted, namely: 

''PrOYideci that web steel i~  al'C' fllann-
factuted from AllY of tbe follow;na .ated.1s 
namely:-

(a) old iron or .teel i'Mftill, ~ ; 

(b) a combinaliOll of the material "felTed 
to at C a) ab&we with ft'Cth uRUlel'l .tee I 
melti., ecrap "., wbich th,e ~ia r
dut)' of exeite ha. been paid ; 

(c) irOll in any crude rarm ftUifl, ~r It,-r . 
. item No. l' or the said Fint ac"'l'd"le-

Go which tJae appropriate alMUllt Gf 
duty r~il  .... been paid fa eotn4Ii. 
natioa wid! tJae material. refefted t. at 
(al ur ~ aboft ;. 



1 
1 2 

;11 148/11 ecntr .. l Excise, dated 
the 18th ~, 1977 

"3 149/77 G.entzal, Excises date4 
"the 18th ~ , 1977 

... ';'" 
.; ~  ," , 

<. " ,." rj:'. 
·,t. ~ , . ,:,; ~ . 

:' ','.\,.'.: ... ~ . .. .. ,~ , ,,".' ,'1" ':'.'. 

, . 
. ~ .... "'. 
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3 

(d) Skull IICrap and runners and riler. 
ariaiflg in the COUl"le of manufacture: 
of steellngotl with the aid. (If electric 
furnace, in combination with the 
materiall referred to at (a), (b) or 
ec) above; and 

(e) importnd mdting scrap of iron and 
steel (other than heavy melting scrap 
ofiton and steel) in combination widl 
the materials referl'l:d to at (a), (b), 
(e) or Cd) above" ' 

In the !laid notification, for the second i~ , 

the following shall be i ~ , namely:-· 

"Provid=d . r h ~ that where such ingots 
are mamtfaetured with the aid of electric 
furnace from any of the following materia", 
namely:-

(a) old iron or /lteel ~ i  ~r  

(b) a combination of tlte matt".riai r i~r  

to at (a) abovc with fl'fJtih unusl"d steel 
melling Rcrap on which the appropriate 
duty of elleisc has been' paid ; 

(c) iron in Any crude form raUing un_ 
item No 25 of the said First Schedule 
on which the appropdate amount of 
duty of eXCise ha. been paid, in combi-
nation with h~ materia .. r ~  to at 
(a) or (b) above j and 

(d) Skull scrap and runners and risers 
ar ai ~ in the courst: of manufacture of 
atee) lIlgOti with the aid of electric 
furnace in combination with lhe materials 
referred to at (a), (,?). or (c) above " 

In the .aid notification, for the a ~  proviso, 
,the following proviso mall be subitituted, 
namely:-. 

"Provided further that where such ingots 
are manufactured with the aid of electric 
furnace fronl any of the following materials, 
namely:-

(ft) old iron or steel melting Icrap; 

(b) a combination of tllematerial referred 
to at (a) above with fresh unused Iteel 
m-:\ting scrap on which the appropriate 
duty of ex,iae has been paid; 

(c) ir(ln in any crude form fallin, under 
item No 25 of the said Firat Schedule 
on which the appropriate amount of 
d,VY'll[ excise h'\s ~  pahl/ in combI-
nation with the materiala relcrrcd to at 

_______________ (a)or (b) above; a!l_d ____ _ 



,.j 152/77 --Central Exci8CS dated 
thl!18th June, 1977 

:So 1 53/n-Central ElCeiles dated 
tbe 18th June, 1911. 

--
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3 

(d) skull st:rap and funn"". and ritert 
arising in the cOline of manufacture 
of Iteel ingots with the aid of electric 
furnace, in combination with the 
materials referred to at (a), (b) or 
(c) above. 

In the said notilication, for the fourth proviso, 
the following proviso shall be substituted, 
natnely:---

"Provided aho that in the case of the productl 
mentioned in the Table and m"nulactured 
with the aid of l ~ ri  furnace from any 
of the following m'\terials, namely:-. 

(a) old iron or steel melting scrap; 

(b) a combination of tbe material referred 
to at (a) above with fresh unused sLee 
~l i  scrap on which the appropriate 
duty of excillt') has been paid·; 

(e) iron in any crud" form falling ~r 

item No 2S of the said First Schedule 
on wilich the appropriate amount of 
duty of exrille has been paid, in com-
bination with the materials "cferred 
to at (a) or (b) above; and 

(d) skltH scrap and runners and risers 
ari,ing in the courae of manufacture 
of steel ingots with the aid of electric 
furnace, in. combination with the 
materials referred to at (a), (b) or 
(c) above." 

In the said notificatitm for the fourth provisio, 
the following proviso shall be lub]tituted, 
namely:-

"Provided aho tbat in the cale of the products 
~ i  in the table m'1nufactured with 
the aid of electric furnace from any of 
tbe following materials, namely:-

(a) old iron or steel melting scrapi 

(b) • combination of the material referred 
to at {a). above with freah unuaed steel 
meltingiicrap on which the appropriate 
duty of excise has been paid j 

(c). iron in any crude form fallinS _under 
item No. 25 of the said First Scbedl,i1e 
on which the appropriate amount of 
duty of excise has been paid, in com-
binmtion witb the materials referred to 
at (a) or (b) above; and 
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1I 

~

No. 15ng-CE. F. No. I.N/2/78-CX---4 

(d) sku.ll scrap and runners and ri N~ 
arisinf in . the courae ofma lluf&CIUf(; 
of alec . illJOtl with the aid of ele ctn 
furnace, In combination with the 
a ~riala referred to at (a), (b) or 
(C) above." 

Sdj. (S.N. BUSI) 
UlfdM &m14'y 'II 1M G ~  of I'll/iii 



ApPf!WIX'1V 

(Vide para 1.6) 

:NOTIFICATION 

CENTRAL EXCISES 

GSR. In exercise of the powers conferred by sub-rule (1) l~ 

rule 8 of the Central Exeise Rules, 1944, the Central Government 
hereby make the folJowing further amendment in the notification 
of the Government of India in the Department of Revenue and 
Banking No. 152/77-Cel1tral 'Excises: dated the 18th June,' 1971, 
name]y:-

In the said notificat.ion, the fourth proviso shall be omitted. 

il ~  

F. No. 335/3/79-TRU 

• 

Sd/-
T. R. RUSTAGI, 

Vnder Secretary to the Govt. of India. 
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-. AP,ENDIX V 

(Vide para 109) 

~  CENTRAL EXCISE 
FM BUSI FINREV 

F. No. 139/2/78-CX..4 (.) 22-1-79 

BOMBAY 
NEW DELHI 

Notification Nos. 15/79 Central Excises & 16/79 Central Excises· 
both dated 20th January, 1979 have been issued for publication in 
the Gazetate of India Extraordinary dated 20th January, 1979 (.) 
Notification No. 15/79 seeks to amend the lollowing Notifications (A) 
273/75-CE dated 9-12-75 (B) 148/77-CE dated 18-6-77 (U) 149/77-CE 
dated 18-6-77 (D) 152/77-CE dated 18-6-77 and (E) i53/77-CE 
dated 18-6-79.0 (.) 

The effect of the amendment in Notification 237/75 is that the 
existing duty exemption is extended to the Steel Ingots Manufac-
tured with the aid of Electric Furnace from the following materials 
namely (1) skull scrap and runners and risers arising in the 
COllrse of steel ingots with the aid of l ri i a ~ in combina-
tion with the materials already mentioned in Notification 237/75-
CE dated 9-12-75 and (II) impnrted melting scrap of iron and 
steel .(other than heavy melting ~ra  o.f iron and steel) in rombi-
nation with the other materials referred to in the said Notification 
-(.) The Existing Duty concession is extended to iron and steel 
r ~  mentioned in Notification No. 148/77, 149/77, 152/77 and 
153/77 all dated 18-6-77 if such iron and steel products are manufac-
tured from skull scrap and r~ and risers arising in the coursp. 
of manufacture of steel ingots with the aid of electric furna-ce in 
combination with the materials mentioned in the said Notifications 
(.) By Notification No. lQ/79 dated 20-1-78 skull scrap and runners 
and risers arising in the course of manufacture steel ingots with the-
aid of electric furnace are completely exempt from excise duty if 
they are used in the manufacture of steel ingots in the factory of 
production if such skull scrap and runners and t.isers are cleared' 
for use in the manufacture of steel ingots with the aid of electric· 
furnace else-where than in the factory or production the procedure· 
set out in chapter X of the Central Excise Rules, 11144 shall be· 
fonowed (.) 

.. 40 



Copies of the above notification are beinS JCnt separatily. 

BT 
TOO 1200 

'm IQ15 

CF No. J39/2/78-'::X-4 

ex. 8 WA 1s3/77-CE dated ,0-6-77 

SI)..BY SHARMA AT 1235/22 

RB BY NAIR AT 123bJ22 
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APPENJ)IX VI 

(Vide para 1.9) 

F.No. 139/2/78-CX,4 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(Department of Revenue) 

New Delhi, the 19th Feb., 1981. 

All Collectors of Central Excise, 

. SUBJECT.-Central Excise-Tariff items Nos. 26 and 26AA Skull 
scrap, runners and risers (SUel melting scrap) steel in-
gots' andiron or steel products, exemption from excise 
duty-N otificatio1l regarding. 

I am directed to enclose a copy (both English & Hindi versions) 
. of each of Notification No. 15/77-Central Excises and No. 16/79 
Central Excises, both dated 20th .January, 1919.· ' 

2. The question of classification of runner and risers, arising in 
the course of ,Qlanufocture of steel ingots in electri2 furnace. was 
,discussed in the East Zone Central Excise Tariff Conference held 
at Patna on 23rd December, 1977. The Conference waos of the view 
that runners and riser::, are a variety of steel melting scrap and 
liable to duty under item No. 26 of the Central Excise Tariff. How-
<ever, it was felt that it ('ould not be the intention of the Govern-
ment to levy duty on such runners and risers and skull scrap 
. arising in the course of manufacture of steel i ~ ip the electric 
furnace In the factot·y of production and captively conlumed in the 
further manufacture of the" ingots. In order to give legal backing 

., to the said intention Notification No. 16/79-CE, dated 20-1·79 has 
been issued fully exempting excise duty on such scrap. Where such 
ll: used else where th$n in the factory of production for manufac-
. tllre of such ingots with the aid of electric furnace, the exemption 
'is subject to obserVance of Chapter X procedure. 

3. Simultaneously. Notification, No. 237/75-CE dated 9-12-7-! 
:-Notjflcation 148/77·CE, ~ E, 153/77-CE all dated 
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18-6-77 have also been amended by notification ~  15/79 Central 
Excises dated ~ , in order to eitend the duty concessions 
thereunder in respect of steel in,sots and iron and steel p,roduds, 
mentioned in the respective notftkations and manu'factured from 
skull scrap and runners and risers arising in the course of manu-
facture of steel ingots with the aid of electric furnace in combina-
tion with the other materials already specified in iQe said notifica-
tions. 

4. Vide Notillcation No. 2/79-Customs dated ~  melting 
I5crap of iron ~  'steel (other than heavy' melting scrap of iron 
and ~ l , falling i h~ chapter 73 of the :trir§t Schedule to the 
Customs Tariff Act, 1975, has been exempted fro\ll whole of the 
a i i ~l duty (countervailirig duty) at ,the time ,of importation, 
Bu issue of Notification No. 15/79'-CE dated 20-1-:79, the scope o'f 
notification No. 15-/79-CE dated 20-1-79, the scope ot notification 
No. 237/75-CE dated 9-12-75 hl,is been enlarged providing exemp-
tion to steel ingots mamifactufed in electric furnace out of im-
ported melting ~ra  of iron and steel .(other than heavy melting 
scrap of iron and steel). 

5. Necessary instructions regarding the aboveconeessions may 
be issuad immediately to all the lower r ~ i l l for their infor· 
mation a~  guldance. The trade concerned may, also be suitably 
informed in this regard. 

6. Receipt of this letter (with enclosures) may please be acknow-
ledged early. 

Yours faithfully, 

. Sil/-
S. N. BUSt 

Under Secretatry to the Govt, 'oj J'oRdia. 



APPENDIX VB 

(para 1..12) 

MINISTRY OF LAW, JUSTICE & CO. AFFAIRS E T~ 

MENT OF LEGAL AFFAIRS) 

• 
NOTE ON DECISIONS OF COURTS WERE IN SPEECHES 
MADE BY A MlNlSTER IN PARLIAMENT, HAVE BEEN 

RELIED ON FOR INTERPRETATION OF AN 
ACT OF PARLIAMENT 

Point 15 is as too whether there have been cases in which courtS' 
have relied on the speeches made by a Minister in Parlialrtent for 
interpretation of an act of Parliament. 

2. In this context, it may be pointed out that assurances as well 
as the speeches made by the Finance Minister in Parliament have 
been relled upon by the Supreme Court in some cases which are 
discussed below. 

3. In the case of Navnit Lal C . .Jhaveri VB. K. K. Sen, A.A.C. of 
Income Tax (56 ITR 198 at 202. 2(0), the constitutional validity of 
section 2(SA) (e) and" section 12(IB) of the ~  Tax Act, 1922 
came up for considertion of the Supreme Court. These provisions 
were introduced in the Act by the Finance" Act, 1955 which came into 
operation on the 1st of April, 1955. The combined effect of these 
two provisions is that three kinds of payments made to the share-
holder of a company,  to which the said provisions apply, are treated 
as taxable dividend to the ~  of the accumulated" profits held 
by the company. These three kinds of payments are-

(1) Payments made to the shareholder by way of advance 

'or loan; 

(2) Payments on hiB behalf; and 

(8) Payments made for his individual benefit. 
There are five conditions which must be satisfiM before section 
12 (lB) can be invoked against a shareholder. One such condition 
was that the loan must have remained outstanding at the com-
JnEtlcement of the har~h l r  previous year in relation to the 
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a ~  ~r 1955-56. The Supreme Court observed that there is 
a materIal .ctrcum.stance which cannot be ignored That was the 
assurance given. by the Finance Minister at the time of introduction 
of the amendment in ParJiament. In the words of Gajendragadkar, 
C.J.-

.4ti: 

"It appears that when these amendments were introduced in 
Parliamst, the Hon'ble Minister for Revenue and Civil 
Expendit':lre gave an assurance that outstantling loans and 
advances which are otherwise liable to be taxed as divi-
dents in the assessment year 1955-56 will not be subjected 
to tax if it is shown that they had been genuinely refunded 
to the respective companies before the 30th June, 1955. 
It was realised by the Government that unless such a 
step was taken, the operation of section 12(lB) would lead 
to extreme hardship ............. In order that the assu-
rance given by the Minister in Parliament should be 
carried. out, a c'rcular [No. 20 XXI-(6) /55] was issued by' 
the Central Board of Revenue on the 10th May j 1955. It 
is dear that the circular of the kind which was issued by 
the Board would be binding on all officers and persons 
employed in the execution of the act under section 5 (&)' 
of the act." 

4. It will be seen from t.he above decision that the Supreme 
Court took into account the assurance given by the Finance Minister 
at the time of the introduction of the amendments to the Income Tax 
Act, 1922 for the purpose of interpretation. 

5, The question whether the speech made by the Finance Minister 
in Parliament could be relied upon for the purpose of interpreting 
the provisions of a statute also came up for consideration of the 
SupremeCouri in Anandji Haridas and Company vs. Engineering 
Mazdoor Sang [1975 (3) sec 862] and Lot Sihkshana Trust vs. CIT 
[1976 (1) sec 254]. 
6. In the case of Anandji Haridas and 'Company, the question 

arose whether the difference of 10 per celnt between an industrial 
company and other companies in the levy of income-tax provided 
in the Finance Act, 1966, is to be construed as a 'rebate' or 'relief' in 
the payment of any direct tax, for the development of an industry, 
for the purposes of. section 7{e) of the Payment of Bonus Act, 1965. 

7. Sectdon 7(E/) of the Payment of Bonus Act provide<:\. that "no 
account shall be taken of any 'rebate' (other than development rebate 
or development allowance) or crecUt or raUef or deduction in the 
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payment of any direct tax" a, ~~  ,~,l~~ , ,fritt'. ~, i i i  
in "«'ICe, relating to direct , taxes or under. th8'relevant annual 
Finance Act, for the development of any in'dustry.,i 

8,. Durill;g ,the argUments, it was ~  .that the 10 per cent con-
~i  in theJ tax rate was given to 4ldU$lrial companies with a view 
to promote l ~  of. industry ~ , as such, must be deemed 
to be a 'relief' or "rebate" in the payment of direct ta_ of the kind 
contemplated by section 7(e) of the Act. Relience, for this ~ 

tion 'Yas placed on the speech of the Finance Mi,nister on the Budget 
of ~  wherein be proposed to provide ".certain reliefs" which he 
considered "necessary for providing suitable climate of growth" and 
in that context, described the rate of 55 per cent "tax on industrial 
companies as a "coneessional rate." 

9: With regard to the above contention, the Supreme C'ourt held 
that what the Finance Minister said in his speech cannot be imported 
into this case and used for the construction of clause (e) of section 7.' 
The language of that provision was manifestedly clear and unequivo-
cal. It had to be construel;! as it stood, according to its plain gram-
matical sense without addition or deletion of any words. 

1Q. However, the court proceeded to state that in the event of 
ambiguity, the statement made by the Minister on the introduction 
of the measure in Parliament would be relevant for purposes of 
interpretation. In the words of Sarkaria J.:-

"As a general principle of i r r a i~ , where the words of 
a statute are pl'1lin, prec'ise and UJialllb' guous, the inten-

, "! tion of the Legislature is to be gathered frOm the language 
of the statute itself and no external eVideri.ee suCh as 
parliamentary ~ , RePorts of the C0mt11ittees of" the 
Legislature, or even the statement made by the Minister on 
the introduction of the measure or by the framers of the act 
is admissible to construe those words. It is only where 
statute is not exhaustive or where its language is ambi-
guous, uncertain, clouded or susceptible of more than one 
meaning or ~  of meaning. that external evidence as 
to evils, if any, which h ~a  was i ~  to retnedy, 
or of the circumstances which led to the passing of the 
statute,may be l ~  i~  fC?r tbe purpoSe of ascertiiiriing 
the object wN-ch the LegfStature had in view in \Ising the 
words in question." (p. ~  
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11. In, ' the case of Lok Shiks1Wl.na T .... , .. t the ti h' . ...., I ques on arose 
wether the mcome, of the Trust was entitled to exemVtio d 
section llot the Income Tax 'Act, read With section a ~ 
for the auessment year G ~ "  '  , 

12. In the above case, it was ~  that as the meaning of 
the ~ used in section 2(15) was'very clear, 'there was no' justi-
fication: in referring to the speech made by'tbe FJn8nce ~~  t  . 
Parliam . Be" .u.uS er 1n 
" ' , ent. '. I, J. observed that he was not able' to &:ccept thiS 
r~ li l a i  of the problem before him. He r ~ 

"To saY' that ~  concept ot a charitable purpose, either before 
or after ~  aDumdment we are coDSidVing. was at all 

~  or free from considerable ainbigbftY' anddiftlcutiy 
would be to ignore the !plethora ot:not"'always cOnsistent 
case law which one can find on the sUbje:t and to minimise 
the di1Jlculties of courts. 'Charitable purpose' has never 
been at all c!early defined or exhaustively illustrated. 
We have, therefbre, to discover the mischief aiMed at by 
thE! amendment." (p. 271). 

13. The learned Judge observed that it is true that it is dangerous 
and. may be misleading to gather the meaniflg of the words used 
in ,an enactment merely from what was stated. by any speaker in 
the course of a debate in Parilament on the subject. Such a speech 
cannot be used to defect or ~ ra  .from a a i ~ which clearly 
emerges from a consideration of the enacting words actually used. 
But. "in· the r.ase before us, the real meaning and purpose of the 
words used cannot be understood at all satlsfatorily without referring 
to explain what defect in the flaw the amendment had sought to 
mover of the amendment who WCIS, undoubtedly, in the best ,position 
to expl4in what defect in the l41D the mnen.dment Lhad sought Lto 
remove. It was not just the speech. Of any member in PaTliament. 
It was the considered statement of the Finance Minister who Was 
proposing the amendment for a particuluT reason which he. cleaTly 
'indicated. If the reason given by him only elucidates what is 8lso 
deducible from the words used in the amended provision, we do 
not see why we should refuse to take it into consIderation as an aid 
to a correct interpretation." (p. %72). 

1-4:. In the case before the Court, a reference was made merely 
to Ute tact that a certain reason was given by the Finance Miniater, 
who proposed in amendment, for making the amendment. The Court 
obsel'Ved that "what we can taJre judicial notice of, is the faet that 
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such a statement of the reason was given in the course of such a 
speech. The question whether the object stated was properly ex-
pressed by the language of section 2(15)of the Act is a matter which 
we have to decide for ourselves as a question of law. Interpretation 
of a statutory provision is 'I1ways a question of law on which the 
reasons stated by . the mover ()f the Amendment can only be used 
as an aid in Interpretation if we think, as I do in the instant· case, 
that it help us coneiderably 'in undertaking the meaning of the 
amended law. We find no bar against such a use. of the speech." 
(p. 272). 

15. It would appear from the aforesaid decisions of the Supreme 
Court that in the event of ambiguity, the speech made by a Minister 
on the Floor of the House would be an aid for the interpretation 
of any statutory provtsion. 

(p. K. KARTHA) 
JOint Secretary & Legal Advisor. 

3-12-1981. 



APPENDIX vm 
(Yide para 1· 15) 

Statclmnt sh,}winlJ the Clt,!tnption allowed during tho petiocHrom 20-1-79 to 8-4-79 
under Notification ts2{77 Dated 18-6-77 as mended oide Notification No. 15/79 CE 
DatedZO-J-1979. 

Sr. 
N~  

CollectOl'atc 

---
1 2 

1. Guntur 

2. Guntur 

3. KallPUr 

4. Do. 

5. Do. 

6. Indor!' 

7. Do. 

8. Do. 

9. Nagpur 

10. Do. 

11. Do. 

12. Baroda 

13. Baroda 

14. Patna 

IS. Do. 

16- Patna 

17. Patna 

18. ~ ria 

19. Patna 

Name of the unit 

3 

Andhra Stool Corporation I.td. 
Visakhapatanam . 

A.K. Corporation Ltd., Vizak. 

Singh Engineering Works, Kanpur 

J,1e. Iron and Steel, Kanpur. 

Steel Complex Ltd., Fel'oka 

Beeo Steel Caslings, Bhilai 

Hinunat Steel Foundry, Kumhari 

BHEL, Bhopal 

Fifth India Steel Ltd., Nagpur 

Paramount Furnace Co., Nagpur 

Ferro Alloys Corpn. 

Kaniaha Steel Inds., Anand 

Shree Ji Steel Indus., Ahmedabad 

Telco, Jamahedpur • 

Toyo )amshedpnr 

UlIba,A11oys Ltd. . 
Electric Furnace Shop. Jamshed.pur· 
(Tisco) . 

Jernco Steel Casting. JanllllCClpur 

Bihar Alloy Steel Ltd., 1lanchi 

,. 49 

AmoU;iof 
duty involved 
from the 
period from 

~ to 
8-4-79. 

.. 
(R.I. ) 

'15,07,730' 65 

8.14.338'05 ' 

111657' 10 

30,679'95 

15.38,341' 86 

83,489'00 

71.804'00 

28,892'00 

1,98,423' 22 

22,724' 52 

5,56,533' 05 

26,613' 51 

J ,JO,193' S9 

1,40.764' ~  

81.215'40 

20,30,351' 41 

42;685'33 

1',237' 51 

26,97.695' 61 

--" 



5°" 

2 3 4 

20. p",Um Kumar Duboi Ensg. Works., Dhanbacl 6,76,992' " 

21- l h ~a, Tamil Nadu. Steel. Ark(mam . 24,(,6,766' 39-

2. Madras Al"lconom Cast in,. &; Forgings 1l6.313· 55 

23. Madurai 'l'ridty Steel F oiling Mille 9.968' 20 

24. Pune KirloaklU' Bros. KJrJoskarwadi . 9,061'76 

25. Hyder.bad A.P. Steela, Polvancha 18.10,713' 71 

26. al ~ Iado Japan Steel Pvt. Ltd., Calcutta 66.399' 20 

Z7. Do. Hlnclustan Iron Be Steel Co. Lid. 41,441 .. 40 

28. Dfl. Steel R.olling Milia of Hindustan Ltd. 17,777' 20 

29. Do. Tmanaco Ltd. 64,706',5 

30. Do. Gounterman PipcrsgInd a Ltd. 10,161' 90 

31. Do. Bhartia Electrical Steel Co. Ltd. , ~,  55 

32. Ahmedabad Steel Out Pvt. Ltd., Bhawagar 86,598'12 

33. Do. Nortbom Alloys Be Foundary, Chavnagar 21,S45' 16 

34. Do. Investment :rrecision Caatingl . 990'36 

3S. D:>. Vikram Steel Pvt. Ltd, Rajkot 19,027·05 

16. Do. Glow Tech. Pvt.gLtd, R.ajkot 11,397' 44 

37. BOlnb:ty-1I Sanghavr Steeb Ltd., . Bombay-74 2,54,902' 72 

38. Do. Achvce Iron Be Steel Works, Bombay 2,081' 62 

39. Do. Mukwnd Iron and Steel Work •. Bombay . 1,09,16,159' (10 

40. Do. Ram Steel R.olling Be Forg rIB M 11 
Bombay' •  •  •  , • S7,210·f'.! 

41. Do. National Indus. Cor., Bombay 2,07,272' 82 

42. Do. Shrec Nltyaftand Steel , Neral , , ~ 
I> 

43. Do. Talcda F olling Mill. 2,'7,730'65 
" 

44. BanpJom Andhra Steel Corpn. Ltd., Bangalore 14.15,$81' 10 

45. Do. Bhorkula Steel Ltd. 38.84,3)9' 56 

46. Jatpur National Eng. Industry 15,511' 60 

4.7. Do. Man IndUstrial Corpn. Jaipur. 9,975' 50 

48. Do. Ro.G. hpat Jalpur 2,06,349'60 

49. h~i ar  Apee Jay Steel Ltd., JallWlClllr 22,923. 

SO. 00. PlUljab Iron aad Steel Co., J¢luadcr. 11,_'10 
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--
2· 3 4 

._------
51. no. ParatapSteel Rolling Mill, Chehrcta 14,23,174.00 

52. Allahabad Precision Tool Castings J,td., LuckllOw 3,326-20' 

53. West Belllal K.R. Stetl Union (P) Ltd., Kalyani 3,32,295' 23 

54. Do. Alloy Steel Plant, Durgapur 38.67,245' 23 

55. Do. IISCO Kulti, AIan.ol 48,403· 95 

56. Do. Hiruiuatan Motors l,td, Hooglyf 2,28,853' 35 

51. BhubllC8war Utkal Machinery Ltd., K.an_bahal . 27,688' SO 

58. Delhi Haryana Cancel Hillar 20,74,928' (i4i 

-.. --------.-
Total , , , ~ 
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APPENDIX X 

. (Vide Para 1.32) . 

ANNEXURE 'CO 

Ministry of Finance (Department of EXpenditure) No. F. 32(9)-r 
EG.I/eo dated the Brd June, 1960 to all the Ministries: 

Subject: Draft Audit paragraphs-verification of facts contained 
therein and furnishing the requisite information to Audit: 

The undersigned is directed to forward a copy ~a ra h 6 
(Introduction) of Volume I of the twenty fifth report of the Public 
Accounts Committee (1959-60) for information and guidance of all 
Ministries. 

2. The necessary of furnishing full facts to Audit, when Draft 
Audit Paragraphs (for inclusion in the Audit Report) are referred 
for approval to Ministries and the necessity of furnishing their 
comments to Audit within the prescribed peritd of six weeks 
requires no special emphasis. The Ministry of Home Affairs etc. 
may kindly ensure that this time-schedule is adhered to in all future 
cases of draft audit paragraphs. 

3. Govetnment have already accepted the ,riew of the Public 
Accounts Committee that if the requisite information is not furnished 
within the prescribed time limit the paragraph as prepared by Audit 
on the basis of facts placed before the Audit will be .treated as final 
and included in the Audit Report vide late Flinance Department No. 
1l(8)F.II/46 dated the 26th April, 46 (Annexure B). If in exceptional 
cases it is not possible to do so, the correct position may kindly be 
furnished to the Public Accounts Committee through Audit, as, 
recommended by them without much further delay. 

4. The undersigned is' directed to request the Ministry of Home' 
Mairs etc. to kindly issue necessary Instructions to all concerned 
in this regard. 
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p
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p
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re
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a
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n
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e
n 
s
e
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at
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i

h
~
 
o
n 

w
hi
c
h 
of
fi
ci
al
s 
of
 
t
h
e 
Mi
ni
st
r
y 
a
p
pe
ar
e
d.
 
b
ef
or
e 
t
h
e 
C
o
m
mi
tt
ee
 
t
o 

gi
ve
 
e
vi
de
nc
e.
 
T
hi
s 
re
fl
ec
ts
 b
a
dl
y 
o
n 
t
h
e 
f
u
nc
ti
o
ni
n
g 
of
 
t
h
e 
Mi
il
is
tt
y.
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T
h
e 
C
o
m
mi
tt
ee
 
ha
ve
 
c
o
ns
i
de
re
d 
at
 
s
o
me
 l
e
n
gt
h 
t
h
e 
s
u
b
mi
ss
i
o
ns
 
~
 

Ml
o 
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na
nc
e 
De
pt
t.
) 

of
1\
ev
en
ue
) 

, 
m
a
d
e 
b
y 
t
h
e 
C
ha
ir
ma
n,
 
C
B
E
&
C,
. 
a
n
d 
t
h
e 
M
e
m
b
er
 
(
E
Xc
is
e)
 
W
hi
le
 

e
x
pl
ai
ni
n
g 
t
h
e 
re
as
o
ns
 
f
or
 
s
uc
h 
de
la
ys
. 
It
 w
as
 
st
at
e
d.
 
t
h
at
 i
n 
m
os
t 

of
 
t
h
e 
ca
se
s 
i
nf
or
ma
ti
o
n 
wa
s 
r
e
q
ui
r
e
d 
t
o 
b
e 
c
ol
le
ct
e
d 
fr
o
m 
m
or
e 

t
h
a
n 
o
n
e 
C
ol
le
ct
or
at
e 
w
h
o 
i
n 
t
ur
n 
h
a
d 
t
o 
g
et
 
d
et
ai
l
e
d 
pa
rt
ic
ul
ar
s 

fr
o
m 
t
h
ei
r 
fi
el
d 
of
fi
ce
s. 
T
he
 
st
at
e
m
e
nt
 c
O
nt
ai
Ii
i
n
g 
t
h
e 
pa
rt
ic
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ar
s 
of
 

33
 
ca
se
s 
f
ur
ni
s
he
d 
t
o 
t
h
e 
C
o
m
mi
tt
ee
 
i
n
di
ca
te
s 
t
h
at
 t
h
e 
re
pl
ie
s 
fr
o
m 

t
h
e 
C
ol
le
ct
or
at
e 
w
er
e 
i
n 
m
os
t 
ca
se
s 
re
ce
i
ve
d 
b
y 
t
h
e 
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oa
r
d 
b
et
w
e
e
n 

2 
t.
b 
4 
m
o
nt
hs
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I
n 
t
hi
s 
c
o
n
ne
ct
i
o
n 
t
h
e 
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o
m
mi
tt
ee
 
w
o
ul
d 
li
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 p
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nt
 

o
ut
 
t
h
at
 d
r
af
t 
A
u
di
t 
p
ar
as
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n
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e
m
er
g
e 
s
u
d
de
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y 
b
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ar
e 
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d 
o
n 

t
h
e 
i
nf
or
ma
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o
n 
g
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h
er
e
d 
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ur
i
n
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t
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t 
a
u
di
t 
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n
d 
t
he
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f
or
e 
al
l·
 t
h
e 
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n
d 
c
or
re
s
p
o
Mt
;
n
Ce
 
ar
e 
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a
di
l
y 
a
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il
a
bl
e 
wi
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h 
t
h
e 
C
ol
le
ct
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r
at
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t
h
ei
r 
fi
el
d 
of
fi
ce
s. 
T
h
er
e 
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f
or
e 
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re
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o
n 
w
h
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e
p
or
t 
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ga
r
di
n
g 
fa
ct
s 
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nt
i
o
ne
d 
i
n 
t
h
e 
dr
af
t 
p
ar
as
 
c
a
n
n
ot
 
b
e 
s
e
nt
 
t
o 
t
h
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c
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p
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b
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C
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p
ar
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ef
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T
h
e 
C
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i
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~
 
t
h
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 t
h
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ar
d 
s
h
o
ul
d 
w
hi
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n
di
n
g 
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r
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h
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C
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or
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at
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b
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h 
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b
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i
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d 
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d 
b
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t
h
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r
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s
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o
n
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t
y
of
 
t
h
e.
 C
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le
cl
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c
o
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er
ne
d 
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o 
e
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ur
e 
t
h
at
 
t
h
e 
re
q
ui
Si
te
 
i
nf
or
m
at
i
o
n 
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u
al
l
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c
ol
le
ct
e
d 
a
n
d 
f
ur
ni
s
h
e
d 
t
o 
t
h
e 
B
oa
r
d 
b
y 
t
h
e 
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Ue
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f
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r
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s
o 
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ev
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) 

i
n
di
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te
 
t
h
at
 
o
n 
r
e
c
ei
pt
 
of
 
i
nf
or
m
at
i
o
n 
fr
o
m 
t
h
e 
C
ol
le
ct
or
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es
 
t
h
e 

ti
m
e 
t
a
k
e
n 
i
n 
pr
oc
es
si
n
g 
t
h
e 
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se
s 
i
n 
t
h
e 
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r
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s 
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fi
ce
 
a
n
d 
i
n 
se
n
di
D
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re
pl
ie
s 
t
o 
A
u
di
t 
g
e
n
er
al
l
y 
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ri
es
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b
et
w
e
e
n 
3 
t
o 
6 
m
o
nt
hs
 
a
n
d 
e
v
e
n 

m
or
e 
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n 
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o
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ca
se
s.
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s 
t
he
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f
or
e,
. 
cl
e
ar
 
t
h
at
 c
o
ns
i
de
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bl
e 
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s 

t
a
k
e 
pl
a
c
e 
i
n 

~
 
of
fi
ce
 
of
 
t
h
e 
B
o
ar
d 
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 i
n 
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oc
es
si
n
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t
h
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~
 

....
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T
h
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ee
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ot
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de
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ys
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h
at
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s 

e
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d
e
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ne
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b
y 
t
h
e 

~
r
 
re
s-

p
o
ns
i
bl
e 
f
or
 
pr
oc
es
si
n
g 
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b
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 d
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C
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h
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 b
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h
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h
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ca
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s
h
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h
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h
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o
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o
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w
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ca
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e
d 
f
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n 
t
w
o 
ca
se
s 
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n
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ga
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o
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o
n 
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ca
se
 
o
nl
y.
 
I
n 
s
u
c
h 
ca
se
s,
 
if
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h
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q
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re
d 
te
c
h
ni
ca
l 
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le
ga
l 
o
pi
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o
n 
wa
s 
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re
ce
i
ve
d 
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t
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n 
t
h
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pr
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i
be
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m
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b
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n
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h
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re
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h
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o
m
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d
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t
h
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t
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i
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ns
 s
h
o
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b
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t
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r
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e
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t
h
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A
u
di
t 
p
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n
v
ar
i
a
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e
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 b
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d 
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h
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or
 
C
ol
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 f
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s
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n
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e
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r
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h
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ll
y 
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o
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b
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e
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C
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p
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 f
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b
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o
m
pt
r
ol
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I
n
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l
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i
o
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t
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u
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b
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u
c
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s
p
o
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~
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 m
a
y 
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b
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r
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c
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C
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at
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b
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d 
r
e
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n
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h
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C
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s
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t
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t
h
e 
A
u
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h
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p
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 f
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h
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 C
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at
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 b
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d 
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n 
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f 
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e 
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 b
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 C
&

 A
G

 a
nd

 g
ot

 
pr
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d 
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 p
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d 
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 C
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 C
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m

s 
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at
ed
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ri
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de
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 C
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 t
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t 
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ed
 t
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e 
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m
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 o
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w
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r 
se
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pl
ie

s 
to

 d
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it
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m
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 w
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e 

to
 p
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t 
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f 
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: A
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 t
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es
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e 
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e 
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de
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ys

. 
H
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ev

er
, 

th
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e 
ca

n 
be
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o 

ju
st

itl
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n 
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r 
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di
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te
 'd

el
ay

s 
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e 
be

en
 b

ro
ug

ht
 o

ut
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e 
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go
in
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gr
ap
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 i
t 
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 i

n 
th
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te
re

st
 o

f 
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C

en
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al
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D

ep
ar
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o 
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t 
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pl

ie
s 
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e 
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 t
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an
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ed
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ac
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y 

in
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at
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n 

th
e 

A
ud
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R
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or
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 f
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 p

re
se

nt
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am
en

t 
an
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h
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