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INTRODUCTION

I, the Chairman of the Estimates Committee having beea authqrised by
the Committee to submit the Report on their behalf, present this Forty-

Third Report on action taken by Government on the r.ecommendations
contained in the Seventeenth Report of Estimates Committee (Tenth Lok
Sabha) on the Ministry of Finance (Department of Revenue) Central

Board of Excise and Customs.

2. The Seventeenth Report was presented

1992. Government furnished their replies in
recommendations contained in that Report on 18th Nove
Draft Report was considered and adopted by the Committee on

1994,
3. The Report has been divided into the following chapters:—

to Lok Sabha on 28th April,

dicating action taken on the
mber, 1993. The
8th April,

I. Report;
II. Recommendations/Observations which have _been accepted by
Government;

III. Recommendations/Observations which the Committee do not desire

to pursue in view of Government’s reply;

-IV. Recommendations/Observations in respect of which replies of

Government have not been accepted by the Committee; and
V. Recommendations’Observations in respect of which final replics of
Government are still awaited.

4. An analysis of action taken by Government on the recommendations
contained in the Seventeenth Report of Estimates Committee (Tenth Lok
Sabha) is given in Appendix-I. It would be observed therefrom that out of
82 conclusions/observations’/recommendations made in the Report,
40 recommendations i.e. 48.80% have been accepted by the Government
and ihe. Committee do not desire to pursue 30 recommendations i.e.
36.60% in view of Government’s replies. Replies of Government in respect
of 9 recommendations ie. 10.96% have not been accepted by the
Qommlttec. Final replies of Government in respect of 3 recommendations
i.e. 3.64% are still awaited.

New DELHr; DR. KRUPASINDiT . (D)
April 18, 1994 Chairinan
Chaitra 28, 1916 (S) Estimates Committee.

v)



CHAPTER 1
REPORT

1.1 This Report of the Estimates Committec deals with action taken by
Government on the recommendations contained in- their Seventeenth
Report (Tenth Lok Sabha)—Ministry of Finance (Department of
Revenue)—Central Board of Excise and Customs. The Report was
presented to Lok Sabha on 28th April, 1992.

1.2 Action Taken Notes have been received in respect of all the
82 conclusions/observations/recommendations contained in the Report.

1.3 Action Taken Notes on the observations’recommendations of the
Committee have been categorised as follows:

(i) Recommendations/observations which have been accepted by the
Government.
3,4,5,7,8,9, 10, 11, 12, 16, 17, 18, 22, 23, 31, 32, 33, 34, 35,
36, 37, 38, 39, 40, 41, 42, 48, 49, 50, 55, 56, 57, 58, 60, 67, 68, 69,
70, 71, and 75
(Total 40, Chapter-II)

(ii) Recommendations/Observations which the Committee do not desire
to pursue in view of the Government replies:

1,2, 6,19, 20, 21, 24, 25, 26, 27, 28, 43, 44, 45, 46, 47, 53, 54, 59,
61, 66, 72, 73, 74, 76, 77, 78, 79, 80, 81(i) & (iii)
(Total 30, Chapter-III)
(iii) Recommendations/Observations in respect of which Government'’s
replies have not been accepted by the Committee:
13, 14, 15, 29, 30, 62, 63, 64 and 65
(Total 9, Chapter-IV)
(iv) Recommendations/Observations in respect of which final replies are
still awaited:
51, 52, 81 and 8I1(ii)
(Total 3, Chapter-V)
1.4 The Committce will now deal with action taken by Government on
some of the recommendations.
Strengthening of Economic Intelligence
Recommendations (SI. Nos. 11 & 12, Paras 2.66 & 2.67)
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1.5 The Committee found that economic intelligence through dlplomalll‘;
channels was not being obtained owing partly to the reluctance on the parf
of the concerned countries to part with information as also lack ©
expertise in our embassy staff. To overcome this handicap th.e Customs
officials of different ranks were posted in various Embassies 10 Londion,
Singapore and South-Eastern countries. In the absence of i{PPTOP“?te
treaties for intelligence sharing with the developed countries, which

accounted for a major share of our foreign trade a serious impediment in
this exercise had been experienced.

1.6 The Committce desired that immediate steps should be taken to
strengthen intelligence gathering arrangements at the Cent.res of
international trade and officers experienced in intelligence gathcnng and

having knowledge about international trade practices should be posted at
these places.

1.7 The Ministry in their action taken replies have stated that necessary
steps for intelligence sharing like Treaty/Agreement with dxfferqnt
countries are being pursued. Government is also identifying such countnes

where dynamics of foreign trade affect India. Necessary steps for further
strengthening intelligence network are being taken.

1.8 The Committee appreciate the efforts being made by the Government
in all possible avenues of economic intelligence gathering and intelligence
sharing. The Committee, however, desire the Government to share with
them in detail the necessary steps being taken for further strengthening the
network for obtaining economic intelligence including those countries where
dynamics of foreign trade affect India, The Committee also desire that they
be apprised of the progress achieved in signing Treaty/Agreement with
different countries for intelligence sharing within a period of three months.

Setiing up of Special Courts

Recommendation (SI. No. 18, Para 2.73)

1.9 The Committce were dismayed to point out that no special courts
had been set up so far to try cases under the NDPS(Amendment) Act,
1989. They desired the Ministry to take up the matter with the Stat®

Governments at appropriately high level for setting up such courts at the
earliest.

1.10 The Ministry in their reply have stated as follows:—

“Section 36 of the N.D.P.S. Act enjoins upon constitution of special
courts by Governments for trial of offences under NDPS Act. Such
special courts are to be headed by Sessions Judge or Additional
Judge. With the intensification of anti-drug measures about 26,789
cases have been booked under N.D.P.S. Act and are pending trial.
Communications have been sent to all the State Governments, Union
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Territories, for constitution of special courts. So far, the following

States have created special courts:—

SL. Name of States/UTs Number of
No. Courts

1. Goa 1

2. Maharashtra 8 .

(7 under formation)

3. Manipur 4

4. Mecghalaya 5

5. Tripura 1

6. West Bengal 4

7. Tamilnadu 6

8. Rajasthan 1

1.11 At present, 30 special courts have so far been created. The State
Governments/Union Territories have again been reminded for constitution
of special courts in the affected areas. Secretary (Revenue) has written to
the Chief Secretaries in this regard on 13.07.1993.

1.12 The Committee. note that only 30 special courts In eight States have
so far been set up for trial of cases under the Narcotic Drug and
Psychotropic Substances Act. The Secretary (Revenue) has written to Chief
Secretaries urging State Governments/Union Territories to constitute special
courts in the affected areas. The Committee desire that in the interest of
administration of justice in time as also giving deterrent punishment to the
guilty, the Ministry should continue to pursue the matter at the highest level
with the remaining State Governments/Union Territories for setting up such
courts without further delay. The progress achieved in setting up of special
courts as also the trial of cases in these special courts may be reported to
the Committee within the period of three months.

Anti-Smuggling Measures
Recommendation (Paras 2.68 to 2.70, SI. Nos. 13—15)

1.13 The Committee were informed that to combat smuggling,
Government had taken various measures like confiscation of smuggled
goods, imposition of penalty and prosecution of persons involved in
smuggling activities. In addition, Dircctorate of Revenue Intelligence
organised raids and searches. Anti-smuggling machinery had been
upgraded by providing sophisticated anti-smuggling equipments, such as
metal detectors, night vision binoculars, baggage X-Ray, machines, ete.
Frqm the figures furnished regarding the amount of co’ntraband s,cized
dur.mg the !ast six.y.ez.]rs, the Committce came to this conclusion that the
znu;zrz:tgg(;mt,lg activitics rcmained unabated. However, the Committec
ppreciated the various mcasures like partial convertibility of rupee, the
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facility provided to NRI to bring to India limited quantities of gold and the
scheme for Gold Bonds announced during the Budget Session for the
financial year 1992-93. The Committee expected that these steps coupled
with the liberalisation of economy and the expected improvement in Ehc
quantity and quality of industrial products in India would curtail smugghpg
activities. The Committee underlined the need for the Ministry to exercise
greater vigilance in this liberalised economic environment as the above
measures had the potential of degeneration into a money Iaunder‘ing
device. The Committee desired the Ministry to monitor the situation
tightly, take timcly corrective measures and ensure that anti-smuggling

measures be made more affective so that smuggling did not remain an
attractive economic proposition.

1.14 The Ministry in their action taken reply have inter-alia stated that
the Government appreciate the apprehensions expressed by the
Committee. Government is also aware of the possible misuse of g9ld=
import scheme. Smuggling is a clandestine activity and anti-smugg!mg
agencies do check smuggling to the extent possible. However, field

formations and economic vigilance agencies have been geared up and
suitably alerted.

1.15 The Commitice desire the Government to spell out specific measures
taken for gearing up field formations, and economic intelligence agencies
and also state the impact that have created by these measures in combating
smuggling within the period of three months.

Fixation of Time Limit
Recommendation (Paras 2.84 & 2.85, SI. Nos. 29 & 30)

1.16 The Committee found that even though a provisional time limit of
three to six months had been fixed for finalisation of various categories of
cases, in a large number of cases the Ministry has not adhered to the
stipulated time limit. The delay in finalising these cases had in fact ranged
between six months to over three years. The Committee desired the
Ministry to take earnest steps to bring down the arrears of these cases as
early as possible. In this connectionthey had desired the Ministry either to

increase the number of special courts or make the classification more
simplified.

1.17 The Ministry in their Action Taken Reply have stated:

“Since these matters are decided by the executive officers in their
quasi-judicial capacity, the Ministry keeps a close watch on these
pendencies, especially those over a 6 months, through monthly
reports from collectors as well as the analysis done by Directorate
General of Inspections. The pendency position is also rcviev\(cd and
discussed in the periodical conferences of Collectors, which are
chaired by the Members of the Board.”
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1.18 The Committee regret to observe that the reply of the Ministry is
quile evasive. The Ministry has not meptioned in its reply the steps taken by
the Government for increasing thernumber of special courts and efforts if
any made for simplifying the classification to bring down the arrears of
these cases as recommended. The Committee reiterate thelr earller
recommendation and desire the Ministry to take expeditious steps for
bringing down the arrears of cases by Increasing the number of special

courts and by making the classification simpler.

Inspections
Recommendations (SI. Nos. 31 & 32, Paras 3.81 & 3.82)

1.19 The Directorate of Preventive Operations carried out periodical and
selective inspections of records of seizure, confiscation, rewards, pricing of
seized goods, storage and disposal of goods. However, there was no fixed
Penodn_cxty for such inspections. The Committee desired that these
inspections should be carried out regularly and a definite periodicity be
pre;cribcd for such inspections to enable the Directorate to know and
review the variops lapses and defaults found in maintaining records of
seizure, confiscation and pricing of seized goods in all the Collectorates.

1.20 The Ministry in their action taken reply have stated as under:—

“Instructions exist for field formations to undertake regular periodical
stock t'akmg of. godowns. However, considering the large number of
formatlc_ms which are engaged in anti-smuggling activities in the
Preventive Collectorate/Customs Houses/Central Excise
Collcctqrates and the existing small set-up in the Directorate of
Preventive Operations for this purpose, it has not been possible for
the Directorate to maintain fixed periodicity of inspections of every
formation or to conduct the stock taking or stock verification of
seized/confiscated goods lying at every godown.

With a view to give effcct to the recommendations of the Estimates
Comml'ttee:, and estimate of the workload is being worked out so that
the periodicity of such inspections, stock taking and stock verification
could be fixed in the light of the cxisting manpower resources.
Proposal for further augmentation of staff is under consideration.”

1.21 The Committee note that estimate of workload is being worked out
so that periodicity of such inspection and stock taking could be fixed in the
light of existing manpower. Proposals for further augmentation of stafl are
also under consideration. The Committee desire that estimaie of workload
for the purpose should be expeditiously worked out and'_éa;l); sieps teken
for further augmentation of staff for fixing periodicity of insy ...tons at
reasonable durations.

Inspection

Recommendations (SI. Nos. 33 to 35, Paras 3.83 to 3.85)

cal.?%j The Committce found that the existing arrangements of inspections
rried out by Directorate General of Inspections were inadequate as the
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Directorate was finding it difficult to maintain the inspection schedule due
to paucity of staff. The Committee were informed that 53 posts in various
grades were vacant and even the norms for carrying out inspections were
formulated years back. The Committee have, therefore, desired the
Ministry.

(i) to review existing norms of inspections;

(ii) to fill up expeditiously the existing vacancies and also to draw up a
® panel in advance of eligible persons; and

(iii) to identify the critical areas so that greater attention could t?c
accorded and quality approach should be brought into play In
carrying out inspections.

1.23 The Ministry in their action taken reply have stated as follows:

“It is correct that the existing arrangement for inspection by thc‘
Directorate -General of Inspection is inadequate and the staff strength’
of this office has been unable to cope with the increase in the number
of Collectorates/Customs Houses. The norms regarding periodicity of
inspections to be carried out by this Directorate were also prescribed
long back. As such, this organization has been unable to stick t0
prescribed norms of inspection. The organizational resources,

structure and functioning of the Directorate General of Inspection are
being re-examined.

The process of reviewing the norms of inspections has already been
set into motion, and efforts are being made to give a qualitative edge
to inspections by concentrating more on core areas related to
revenue, to efficiency of tax administrations and preventive
administration and to effectiveness of public grievance redressal
systems. It is also proposed to introduce elements of surprise and
intelligent  selection in the programme of inspections so as 10
overcome the handicap in quantitative coverage.

It may be added that vide Board's letter F. No. 223/2/8B-CX-6
dated 10.8.1989 scnior field officers, including Principal Collectors,
Collectors and Addl. Collectors were asked to undertake certain
minimum rumber of inspections of field units. In addition, it was
desired that the emphasis during inspection should be shifted to
problems, systems and procedures instead of the routine and the
format of inspection reports was modified to reflect the new
approach. These have added a qualitative edge to field inspections.
As regards the Directorate of Inspection they have undertaken, in
addition to inspection oriented functions, special studies applying to

them a task oriented approach. These have been found to be highly
useful.

The Committee’s observations regarding filling up of the existing
vacancies and drawing up of pancl of eligible persons in advance, for
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filling up the vacancies that may arise .during the year, l}a\./g becg
duly noted by the Board and action in this regard has been initiated.

1.24 The Committee appreciate that in pursuance of their
recommendations the process of reviewing norms of inspections has' be:en
initiated and efforts are being made by Government to give a qualitative
edge to inspections by concentrating more on core areal.s related to revenue,
efficiency of tax administration, preventive administrahox.l, and effectlven?ss
of public grievance redressal systems. As regards the filling up of Yacancles
(53 posts in various grades in the Directorate General of Inspecnon.),. the
Committee are not fully satisfied with the reply given by the Ministry
wherein it has been stated that “the Committee’s observations have been
duly noted by the Board and action in this regard has been initiated.” The
Committee are of the view that since adequacy of staff strength
commensurate with the workload, is an essential pre-requisite for the
qualitative performance of an organisation, the existing vacancies in various
grades against the sanctioned strength in the Directorate General of
Inspection should be filled up expeditiously and the progress reported to the
Committee within a period of three month.

Directorate of Audit
Recommendations (SI. Nos. 36 & 37, Paras 3.86 & 3.87)

1.25 The Committee were constrained to note that serious attention had
not been paid hitherto, to the Directorate of Audit which was handicapped
by not only the inadequacy of field audit staff but also lack of fixed
periodicity in regard to internal audit of Collectorates of Central Excise
and the Custom Houses.

. 1.26 Tht? Cpmmittee desired that urgent steps might be taken to remove
madgquacnes in the internal audit set up. The Committee also desired to be
apprised of the steps taken in this regard.

The Ministry in their reply have stated as follows:—

“Directorate of Audit was created in 1976 to function as a nodal
agency between the Board and the Customs and Central Excise ficld
formations. The new scheme of Internal audit came into effect on
1.2.78. The then Directorate of Inspection and Audit mooted
proposals for a specific staff sanction for this Directorate as eavly as
on 4.11.78. This has been followed up regularly over the period
between then and 1992, even reducing upon the staff projected as
being required in 1978. This was done in keeping with the cuastraints
of the economy as also because of Deputy Financial Advisor had
mentioned in 1982 that it was not an opportune moment for the
Directorate to seck any additional sanction given the constraints of
expenditure. As a result, this Directorate after 16 years of its
creation, has continued to have a sanction of merely one Director
and one Deputy Dircctor with a stenographer cach.”



Staff proposals duly recommended by the Directoratc of O & M have
been submitted on 1.10.93 for obtaining the Departments sanction for
additional staff. They are under consideration.

As soon as the resource position of the Directorate improves, it should
be possible to prescribe and implement the periodicity of audit inspection
of the Collectorates of Central Excise and Custom Houses.

During a review of the scheme of internal audit of factories by the
collectorate staff, it was observed that deficiencies in the audit
performance were to the ascribed to inadequacy of staff and their training.
The need for additional staff has since been partly met after the
implementation of cadre review proposals. It is now proposed to undertake
a specially designed training programme for audit parties. .

On the Customs side, the system of concurrent audit was introduced in
1986 and working of the same was reviewed in 1992. Proposals for the re-

organization of the existing scheme and some changes in the Customs
procedures are under consideration.

1.27 The Committee are surprised to note that Directorate of Audit, after
16 years of its creation has continued to have a sanction of merely one
Director and one Deputy Director with a Stenographer each. However, staff
proposals duly re-examined by the Directorate of O & M have been

submitted on 13.10.93 for obtaining the Department’s sanction for
additional staff. They are under consideration.

1.28 The Ministry have further informed that as soon as the resource
position of the Directorate improves, it should be possible to prescribe and

implement the periodicity of audit insection of the Collectorates of Central
Excise and Custom Houses.

1.29 The Committee expect that staff proposals submitted for obtaining
the Department sanction would be favourably considered by adequate staff
provided early so that the Directorate is no longer handicapped in carrying
out the audit work regularly and with fixed periodicity.

1.30 The Committee also desire that specially designed training
programme proposed to “e undertaken for audit parties in Collectorates of
Excise as also reorganisation of system of concurrent audit in Customs and
some changes in the Customs procedure reporled to be under consideration
should be expeditiously finalised and the Committee apprised accordingly.
Reward Scheme

Recommendation (SI. Nos. 51, 52, Paras 3.101, 3.102)

1.31 The Committee desired that the existing reward scheme should be
substituted by instituting awards for outstanding and meritorious
performance in realisation of higher revenues for the Government. The
Committec also desired that quantum of such awards should be high
cnough to be sufficiently rewarding. The amount of such awards should
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also be reviewed from time to time so that their value and importance

were not diminished.

1.32 The Ministry in their action taken reply has stated that:.
“Reward scheme is under challenge in the Supreme Court. Smc? the
matter is sub judice before the highest Court, re:ward sc!n?me"wﬂl be
reviewed only after Supreme Court gives its final decision.

1.33 The Committee note that at present reward scheme is.under
challenge in the Supreme Court. The Committee, however, desire the
Ministry to apprise them of the judgement of the Supreme Court as also
action proposed to be taken by the Government thereon.

Filling up of Vacancies in Tribunal
Recommendation (SI. Nos. 55 & 56, Paras 4.80 & 4.81)

1.34 The Committce were unhappy to find that the appeals lying.beforc
Excise Customs and Gold (Control) Appellate Tribunal were not dlsp0§ed
off expeditiously during the year 1987 to 1990 and the number of pending
cases have grown from 27,216 to 39,451. Some cases had been pending
since 1975. The Committee were unhappy to note that some posts of
members, particularly of judicial members; in the Tribunal remained
vacant for nearly 22 months. The Committec, therefore, had desired that
urgent steps, including setting up of more benches of Tribunals, be taken
to bring down the pendency of cases. The Committec also desired that
suitable directions be issued to Collectorates to indentify appeals involving
similar cases so that those could be taken up by the Tribunal
simultaneously.

1.35 The Ministry in their action taken reply have stated as follows:

“The Members of the Tribunal are drawn form two
streams—Technical Members drawn from the Indian Customs and
Central Excisc Service and Judicial Members drawn from the Bar/
Central or State Judicial or legal services. There have been a number
of vacancies of both judicial as well as Technical Members. While the
vacancies of Judicial Members have continued for over a year
because of non-availability of suitable candidates, selections for the.
three vacancies of Technical Mcmbers weie completed last year. The
sclected Technical Mcembers has retired on 7.3.93. Action to fill up
this vacancy has been initiated. The vacancies of Judicial Members
were duly Advertised and Chief Justices of various High Courts were
also addressed by the Chairman of the Sclection Committee, who is a
Judge of the Supreme Court. Applications in response thereto are
being processed for holding interviews by the Selection Committee.
The increase in the pendency figure account of the fact that the
number of appeals and stay applications filed before the Tribunal has
been consistently higher than the disposals.

A propqsal for setting up morc Benches to liquidate pendency of
appeals is under consideration of the Government. With the setting
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up of more Benches of the Tribunal, the pendency figure with the
Tirbunal would come down to a considerable extent.”

1.36 The Committee note that a proposal for setting up more Benches to
liquidate pendency of appeals is under consideration of the Government.
The Committee desire that apart from filling up the existing vacancies in
the Tribunal the Ministry should accord top most priority to_setling up
more Benches of the Tribunal.

1.37 The Committee desire that the existing vacancies should be filled

up immediately and planning for filling up any vacancy being caused due
to retirement or otherwise be done well in advance.

1.38 The Committee will also like the Ministry to issue necessary
directions to all the Collectorates to take suitable steps for clubbing of

appeals of similar type of cases. They would also like to be apprised of the
action taken in this regard.

Legal Advise

Recommendation (Sl. Nos. 62—65, Paras 4.87 1o 4.80)

1.39 The Committee have becn informed that the Central Board of
Excise and Customs obtains legal assistance from the Ministry of Law in
those cases where Department has to file statutory appcals to the
Supreme Court, and to defend appeals and Special Leave Petitions (SLP)
filed by the assessees. Morecover, where legal interpretation is involved
with regard to formation of policy, rules and rcgulations and the issue of
notifications, the Ministry of Law assists the Board. In the ordinary
courts, the cases of the Board are defcnded by lawyers drawn from the
panel prepared by the Ministry of Law.

1.40 The Committee, after considering the adequacy of existing
arrangements for providing legal advice and other related assistance in
defending cases in the courts, felt that while the Ministry of Law should
continue to act as nodal agency, there is scope for delegation of more
powers in this regard to the Ministry of Finance. The Committee,
therefore, recommended that the panel of lawyers including high fee.
lawyers should, ab initio, be drawn by the respective revenue Board

Collectorates and finally approved by Ministry of Finance after time-
bound consultation with Ministry of Law.

1.41 The Committee were also in favour of the Collectorate and
equivalent offices, which accounted for a very large number of
Government related litigation, to have ‘Integrated Legal Advice’ on the

pattern of Internal Finance for facilitating expeditious vetting of counter-
affidavits.

1.42 The Minister of Finance in their action taken replies have
welcomed the delegation of these powers to them. However, they have not
taken up above recommendations of the Committee with the Ministry of
Law for implementation. The Committee desire the Ministry of Finance to
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take up the matter with the Ministry of Law and intimate the outcome in
this regard to the Committee.

1.43 In regard to a recommendation contained in Para 6.41 (iii) of the
Report, the Ministry of Finance have communicated that the Department of
Small Scale Industries and Agro & Rural Industries have been requested to
furnish their reply directly to the Conmmittee. So far no reply has been
received from them. The Committee regret to observe that the Ministry of
Finance being the nodal Ministry should have furnished the action taken
reply on receipt from that Department to the Committee. The Committee
expect them to be cautious in future.

Implementation of Recommendations

1.44 The Committee would like to emphasise that the greatest importance
has to be attached to the Implementation of the Recommendations accepted
by the Government. They expect the Government (o take expeditious steps
!'n implementing such recommendations. In case it is not possible to
implement the recommendations in letter and spirit for any reason, the
matter should be reported to the Committee in time with reasons for non-
compliance, :

1.45 The Committee desire that the replies in respect of recommendations

contained in Chapter V of the Report may be furnished to the Committee at
the earliest,



CHAPTER I

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN
ACCEPTED BY GOVERNMENT

- . Recommmendation Sl. Nos. 3&4 (Paras 1.31 & 1.32)

The Committee find the demand of the Indian Revenue Service Officers’
Associition for encadrement of the post of Chairman and Members of the
Board to bec reasonable keeping in view the fact that for filling those posts
there, perhaps, cannot be more suitable officers than the senior and
experienced officers of the Indian Revenue Service. The Committee avert
that like the members of other higher civil scrvices, they too would have
worked in senior positions in and outside their department/and by virtue
of their experience in the field, would morc often than not posscss
considérable knowledge about the working of various sectors of the
economy. The Committee cannot visualisc a situation where a sufficiently
_senior and experienced candidates from these scrvices will ot be available
for appointment to these high posts. Thercfore, thcy feel that the
Government should have no hesitation in sclecting a person belonging to
Indian Revenue Service to these posts.

Thc Committee are surprised at the contradictory views expressed by the
Ministry in regard to the suggestion of having a Member (Finance) in the
Board of Central Excise and Customs as also in the CBDT. While at onc
stagel t!‘lc Ministry felt that such a post can be crcated to obviate the nccd
for giving Sccretarial status to the Chairmen of the two Boards, it has now
been argucd that the scale and nature of expenditure in the two Boards is
not such as would justify a fulflcdged Member in the Board. The
Committee, however, are inclined to agree with the latter view of the
Ministry.

Reply of the Government

Si.ncc paras No. 1.3.1 (S. No. 3) 1.32 (Sl. No. 4) arc only Conclusions
Action Taken Notes in respect of these paras have not been furnished.

© [F. No. 291/292 CX9 dt. 12.11.93]
Recommendation Sl. No. 5 (Para 1.33)

The posts of Chairmen and Members of CBEC may be preferably filled

from the Indian Revenue Scrvice till such time the two Boards continue to
exist in the prescnt form.

Reply of the Government

The posts of Chairmen and Mcmbers of Central Board of Excisc &
Customs, as also CBDT, have by convention, been filled for the last

12
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several years from amongst the members of the respective revenue services
only, although thcse posts are ex-cadre posts.

Recommendation Sl. No. 7 (Para 2.62)
pect of coordination amongst
ctorate General of Revenue
Evasion has not been dealt

t the functions of Central
rpose

The Committee regret to note that the as
different intelligence agencies including- Dire
Intelligence and Directorats General of Anti-
with in a satisfactory manner. They find tha
Economic Intelligence Bureau (CEIB) established in 1986 for the purpo
were permitted to overlap with the functions of intelligence agencies
alrcady operating, without clearly defining their respective ficlds qf
responsibility. Needless to say, the functioning of Central Economic
Intelligence Bureau became a matter of controversy. The Bureau, ccascf.l
to function in 1988 in the manner envisaged. The Committee note that it
was after considerable gap that in August 1990, the arrangements for
coordination of intelligence activities have been rationalised with t!mc
setting up of Economic Intelligence Council, of which the CEIB after its
role having been redefined, is one of the constituents. The other members
of the Council arc drawn from Central Board of Excise and Customs
(CBEC), Central Board of Direct Taxes (CBDT), Central Burcau of
Investigations (CBI), Dircctorate of Revenue Intelligence (DRI) and
Dircctorate General of Anti-Evasion (DGAE) etc. The Director General
of Economic Intelligence Council (EIC) also functions as the head of the
CEIB. The Committee fail to understand why such rationalisation could
not have been though of ab-initio and deprecate the fact that precious time
of 4 years, during which Economic Intelligence apparatus of the country
could have been considerably strengthened, has been lost.

Reply of the Government

Since para No. 2.62 (S.No.7) is only Conclusion, Action Taken Notes in
respect of this para has not been furnished.

[Vide F.No. 291/(2)/92 CX9 12.11.93]
Recommendation SI. No. 8 (Para 2.63)

~ The  Committec desire that question of coordinating economic
fntelligcncc activitics should be given most serious attention and its
implications for the overall national security cnvironment be fully
rec9gniscd. They further desire that all possible efforts should be 1. ue to
optlm'ise the efficiency and effcctiveness of various economic intctigence
agencies.

Reply of the Government

The cxisting arrangements  for coordinating the work among the
enforcement and investigation agencics dealing with the cconomic offences
under the Department of Revenuce have been reviewed recently by the
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Government and it has been decided to constitute and Economic
Intelligence Review Committee to facilitate coordination among the
various enforcement agencies dealing with economic offences. The
Economic Intelligence Review Committee will have the following
functions:

(a) Review of the working of the various Enforcement and Intelligence
agencies and inter-agency coordination in major cases.

(b) Laying guidelines for a plan of action.

(c) Discussion on emerging trends in the modus operandi of major
offenders and suggestion of measures for dealing with them.

(d) Devising methods for better exchange of intelligence among the
various agencies.

(e) Introduction of systemic changes in the intelligence and enforcement
agencies in order to convert them into more effective instruments of
action.

2. The Committee will be headed by Secretary (Revenue) and will
include heads of the various enforcement/investigation agencies under the
Department of Revenue. Representatives of CBI/IB/RAW etc. would be
called as invitees to the meetings of the Committee as and when necessary.

Recommendation Sl. No. 9 (Para 2.64)

The Committee are apprised that in checking nefarious activities viz.,
import-export frauds, smuggling and trafficking in drugs, the enforcement
agencies feel handicapped for want of intelligence, a considerable portion
of which is required to be obtained from overseas sources. They are
further informed that apart from the Interpol Channel, other bilateral
arrangements for intelligence sharing also exists particularly between the
customs authorities and the respective narcotics control agencies. The
Committee had further informed that customs authorities find the Interpol
Channel, of which CBI is a nodal agency in the country time consuming.
This assumes added significance in view of the fact that in most situations
involved smuggling drug trafficking or import-export frauds, time
invariably in a critical facior.

Reply of the Government

The Committee are rightly apprised. Apart from Interpol Channel,
Govt. has entered into bilateral agreement with a number of countries for
intelligence sharing and cooperation in enforcement etc. Intelligence
sharing arrangements for tackling drug related crimes amongst SAARC
countries have been further strengthened. Representatives of the MEA

have heen appointed as Drug Liaison Officers for India.

(Approved by the Additional Secretary to the Govt. of India)

[F.No.715/6/92-CUS(AS)]

Recommendation Sl. No. 10 (Para 2.65)
Mindful of the absolutc necessity of having an organised and efficient
system of intelligence gathering from overseas sources the Committce
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desire that all available channcls includin_g that of interpol shquld be full)f'
utilised for obtaining the necessary intelligence. They are not 1n favour:
the stipulation that all intelligence sharing should be confined to the

Interpol channel.
The Committce also desire that redoubled efforts may be made tCo
ensure that intelligence sharing arrangements amongst the SA AR

countries are strengthened further.
Reply of the Government

The Government shares the view with the Committee. All avai}aple
channels including that of interpol are being utilised for obtaining
intclligence if concern to Govt. Sharing intelligence amongst the S{\ARC
countries have been strengthened. Further avenues for collection of
intelligence are being explored.

(Approved by the Additional Sccretary to the Government of India)
[F.No. 715/6/92-CUS(AS)]

Recommendation Sl. No. 11 (Para 2.66)

The Committee are also informed that efforts to obtain economic
intelligence through diplomatic channels have not borne fruit owing,
partly, to the rcluctance on the part of the concerned countries to part
with information as also lack of expertisc in our embassy staff. They are
alSO.informed that in the absence of appropriate treaties for intelligence
sharing with the developed countries, which account for a major sharc of
our forcign trade a serious impediment in this exercise has bcen
experienced. The Committee are also informed that to overcome this
han‘dlcap the customs officials of different ranks have becn posted in
vanous embassies in London, Singaporc and South Eastern countries. The
Committee, however, note that not only have the area of unlawful
cconomic activities concerning India been expanding, particularly in Far
East, USA and Western Europe, the focus of such activities have also
been shifting from these places to Singapore. Bangkok and Frankfurt.

Reply of the Government
Government is aware of the cause of concern to the Committee and
necess:.ary steps in this direction like Trcaty/Agrcement with different
countries are being pursued.
(Approved by the Additional Secrctary to the Government of India)
[F. No. 715/6/92-C"- 1.\51]

Recommendation Sl. No. 12 (Para 2.67)

Tt}e .C.ommittee. therefore, desire that more number of customs officers.
spec:ahs.mg in intelligence gathering should be posted on specific ceutre of
cconomic activity concerning India. They also desire that such deployment
of officers should be subject to periodic rationalisation. taking into account
the dynamics of India’s forcign trade licit or illicit. The Committce arc
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particularly concerned to note that important centres of international n:ade
like Tokyo, Singapore, Bangkok and Frankfurt etc. have not been given
adequate attention so far. They desire that immediate steps should be
taken to strengthen intelligence gathering arrangements at these centres
and officers experienced in intelligence gathering and knowledge about
international trade practices should be posted at these places.

Reply of the Government

Government is identifying such countries where dynamics of foreign

trade affect India. Necessary steps for further strengthening intelligence
network are being taken.

(Approved by the Additional Secretary to the Govt. of India)
[F.No. 715/6/92-CUS (AS)]

Recommendation Sl. No. 16 (Para 2.71)

The Committee are informed that with a view to curbing drug
trafficking, the Narcotic Drug and Psychotropic Substances Act, 1985 had
been introduced. They are further apprised that the effectiveness of the
Act has been proved by improved detection of drug smuggling activities
under section 4 of the Act, the Central Government, in March, 1986,
created the Narcotics Control Burcau (NCB) as the principal nodal agency
for coordination of drug enforcement work. The Committee, however,
note the financial resources of the NCB have not registered any
enhancement over the years. The Committee are constrained to find that
owing to inadequate financial resources NCB, which is the principal nodal

agency for coordination of drug enforcement work, has not been able to
discharge its duties effectively,

Reply of the Government

In orer to strengthen the Narcotics Control Bureau, Government has
sanctioned 36 new posts in June, 1992 for manning telecommunication
equipment and computers, Ip addition, 21 posts were also created (by

abolishing 13 posts) for strcamlining the administrative set up of the
Narcotics Control Burcau.

Government has also transferred to the six Zonal Units of the Narcotics
Control Burcau, 36 posts (i.c. six Assistant Collectors alongwith 30
complementary posts) from the existing set up of Competent Authority
under the “Smugglers and Foreign Exchange Manipulators (Forfeiture of
Property) Act, 1976” and the “Narcotic Drugs and Psychotropic Substances
Act, 1985”. These posts have been transferred for the work relating to
financial investigations ie. tracing and identifying illegally acquired
propertics and taking interim measurcs for its freezing and seizure etc.
before initiation of formal forfeiture proceedings.

Under an agreement signed between the United Nations Fund for Drug
Abuse Control (now known as United Nations Drug Control Programme—
UNDCP) and the Government of India, financial assistance to the tune of
US $ 20 Millions spread over a period of five years was provided to the
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Government of India for strengthening the measures against _1lhc(1:t dtrugl
trafficking and drug abusc. Out of thig assistance, the NarcoltlclsJ 'tcs)n trhOe
Burcau has been provided for its headquarters and Zonal Um
following equipment:—

— Training cquipment

— Computers

— Telecommunication equipment

— Surveillance equipment

— Opcrational Vehicles.

Recommendation SI. Nos. 17 & 18 (Paras 2.72 & 2.73)

The Committeec desire that the Ministry of Finance should provide
sufficient resources both in terms of manpower and infrastructure tt? .the
Narcotics Control Board. The Committee also desire that sufflcwnt
number of laboratories with proper equipment and qualif.ied chqm{sts be
ZCt up to facilitate quick prosccution of those indulging in trafficking of

rugs.

The Committee are dismayed to point out that no special courts have set
up so far to try cases under the NDPS (Amendment) Act, 1989. They
would like the Ministry to take up matter with the State Governments at
appropriately high level for sctting up such courts at the carlicst.

Reply of the Government

So far as provision of manpower and infrastructure to thc Narcotics
Control Burcau is concerncd, comments have been given in the action
tak.cn notes against para 2.71 of these recommendations. As regards the
point about sctting up of sufficient number of laboratories with cquipment
and qualified chemists, it was decided by the Government to strengthen
the Central Revenue Control Laboratorics (CRCLs) in New Delhi,
Bombay, Calcutta and Madras, Govt. Opium and Alkaloid Factorics at
Neemuch and Ghazipur, and Central Forensic Scicnce Laboratorics
(CFSLs), New Delhi and Chandigarh besides some States Forensic Science
.Lab_oratorics to upgrade the cxisting cquipment and infrastructure available
In these laboratories through training and fcllowship programme. A
National Consultant was appointed for the purposc of assessing the
requirement of equipment, training and fellowship nceds. On the basis of
the recommendations given by the Consultant, sophisticated laboratory
cquipment valued approximately US § 2 Million were provided to these
labpratorics for carrying out analysis of scized narcotic drugs. Under the
United Nations Drug Control Programme (UNDCP) Project, 10
Fellowships abroad have been previded to the Chemists of CRCLs, CFSLs
and State FSLs in the advanced testing techniques, 23 Chemists/Scicntists
of_S.tatc and CFSLs including CRCL have been imparted ‘in-country
l”“"'“g: by the *Core group of trainers” trained abroad during 1990-93 by
C“"dPC“pg i}llcnsivc courses ol a duration of 4 10 6 weeks at CRCL. Now
gjlllll;1cr\l1tt)-l'llllluli()l] of five more chenises have been sent o UNDCP for
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Section 36 of the NDPS Act enjoins upon Constitution of special courts
by Governments for trail of offences under NDPS Act. Such special courts
are to be headed by Session Judge or Additional Judge. With the
intensification of anti-drug measures about 26,789 cases have been booked
under NDPS Act and are pending trail. Communications have been sent to
all the State Governments, Union Territories, for constitution of special
courts. So far, the following states have created special courts:—

Sl. No. Name of States/UTs Number of Courts

1. Goa 1
2. Maharashtra 8
(7 under formation)
3. Manipur 4
4. Meghalaya 5
S. Tripura 1
6. West Bengal 4
7. Tamilnadu 6
8. Rajasthan 1

At present, 30 special courts have so far been created. The State
Governments/Union Territories have again been reminded for constitution
of special courts in the affected areas. Secretary (Revenue) has written to
the Chief Secretaries in this regard on 13.7.1993.

Recommendation Sl. No, 22 & 23 (Paras 2.77 & 2.78)

The Committee note that during the last three years 24 Customs Officers
were assaulted while carrying out searches. Under the existing
arrangements, during the course of search operations the official involved
are required to keep in constant touch with the Central control room set
up at the headquarters of the Colicctorate concerned and to take police
help when necessary. However, such help is to be sought only as a last
resort. The Committee note that though the Ministry is satisfied with the
existing arrangements. However, the same do not agree with the view of
the Minister. In their opinion the number of assaults registered during the
last three years is not insignificant and provides enough cause for concern.

The Committee desire the Ministry to pay serious attention to
obstructions and assaults on Revenue Officials and to deal firmly with
those who attempt 10 prevent the law enforccment agencies from
discharging their legitimate duties.

Reply of the Government

Government sharcs the concern of the Committce on incidence of
obstructions and assaults on rcvenuc officials while carrying out their
duties and more specifically during scarch operation. Government fecls



19

isti ini i sufficient to deal with
existing legal and administrative arrangements are

the situation. ) .

2. As a precautionary measure the customs olftjlcials are bemgws:rl(;al:)lf);
cquipped with arms and ammunitions and reqynslt_e tr'allllalﬂ_g t?naintained
any such attempt is being imparted. Close c90rdmatlon is being P
with State Government authorities for maintenance of law and order 1
scarch operations.

‘tional Secretary to the Government of India)
(Approved by the Additiona y e oS CUS(AS)

Recommendations/Gbservations Sl. No. 31 (Para 3.81)

The Committee arc :nformed that the Directerate of Preventive
Opcrations carries our periodical and selective inspections of records of
seizures, confiscation, rewards, pricing of seized goods, s%oragc and
disposal of goods in addition to stock taking and stock verifications. There
is however, no fixed periodicity for these inspections.

Reply of the Government

Committee has to2n rightly informed. Instructions exist for field
formations to undertake rcgular periodical stock taking of godowns.
However, considering the large number of formations which are engaged
in anti-smuggling activities in the Preventive Collectorate/Customs
Houses/Central Excise Collectorates and the cxisting small sct-up in the
Dircctorate of Preventive Operations for this purpose, it has not been
possible for the Directorate to maintain fixed periodicity of inspections of
every formation or to conduct the stock taking or stock verification of
scized/confiscatced goods lying at every godown.

(approved by the Additional Secretary to the Government of India)
[F. No. 715/6/92CUS(AS)]

Recommendations/Observations SI. No. 32 (Para 3.82)

The Committee desire that these inspections should be carricd out
regularly and definite periodicity prescribed to cnable the Dircctorate to
know and review the various lapses and defaults found in maintaining
records of scizure, confiscations and pricing of scized goods ectc. in all the
Collectorates.

Reply of the Government

With a view to give cffect to the recommendations of the Estimates
Committee, an estimate of the workload is being worked out so that the
periodicity of such inspections, stock taking and stock verification could be
fixed in the light of the cxisting manpower resources. Proposal for further
augmentaton of staff is under consideration.

(Approved by the Additional Secretary to the Government of Indin)

[F. Neo 71576.02CUS(AS))
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Recommendation/Sl. No. 33 (Para 3.83)

The Committee are informed that the Dircctorate General of
Inspection is entrusted with the task of carrying out periodical
inspections of sub-ordinate offices of CBEC. They however find that
the existing arrangement is inadequate because with the present staff
strength the Directorate is able to maintain the inspection schedule
with considcrable difficulty as, over the years, the number of Central
Excisec Collectorates has gone up from 16 to 32 and that of Customs
Houses from 4 to 9, besides which 5§ new preventive Collectorates have
also been created. The Commitice were also informed that cven
against the cxisting sanctioncd strcngth as many as 52 Losts in various
grades were vacant and that the increase in staff in the past has not
bcen commensurate with increase in the work load. They also note
that the norms for carrying out inspection were formulated years back.

Reply of the Government

It is correct that the existing arrangement for inspection by the
Directorate General of Inspection is inadcquate and the staff strength
of this office has been unable to cope with the increase in the number
of Collcctorates/Customs Houses. the norms regarding periodicity of
inspections to be carried out by this Directorate were also prescribed
long back. As such, this organization has been unable to stick to
prescribed norms of inspection. The organizational resources, structurc
and functioning of the Directorate Gencral of Inspection are being re-
cxamined.

(Recommendation Sl Nos. 34 & 35 (Paras 3.84 & 3.85)

The Committce consider the above state of affairs totally
unstatisfactory.  However, they feel that control over sub ordinate
organisaitons nced not be overly dependent on  inspections whic
invariably, must  merely supplement an  effective  management
information system, a painstaking monitoring and a reliable intcrnal
audit system. Therefore, they feel that time is ripe for reviewing the
norms of inspection and to so fix the pcriodicity of inspections and to
so rcfocus the process of inspections that increasing work load does
not lead to a sharp decline in quality and cffectivencss of inspections.
Ncevertheless, thc Committee are dismaved by the non-fulfilment of the
cxisting vacancies in the Directorate of Inspection.

The Committee  desire that (a) norms of inspection may be
critically reviewed in the light of existing ground realitics, (b) quality
approach should be brought into play while carrying out inspections
and for this purpose critical arcas should be identificd and given
greater attention, () expeditious steps should be taken to fill up the
existing vacancics at the carliest and steps taken to cnsurc that such
situapion  avoided i future ulso by drawing up pancls of eligible
persons o advance.
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situation avoided in futurc also by drawing up panels of eligible persons in

advance.
Reply of the Government

rms of inspections has already been set
de to give a qualitative edgg. to
¢ areas related to revenut, 1o
dministration and to

_ The process of reviewing the no
Into motion, and efforts are being ma
Inspections by concentrating more on cor
efficient of tax administrations and preventive a
effectiveness of public gricvance redressal systems. It is also proposed to
Introduce elements of surprise and intelligent selection in the programme
of inspections so as to overcome the handicap in quantitative coverage.
10?3 may sc added that vide Board’s letter F.N. 223/2/89—CX—6 dated
Addi Coucc:rclzor field officer, including Principal C‘ollecfo_rs, Collectors and
iﬂSpe;:tions OfO;"Sl \gcre_asked to p{ldert?ke certain minimum number qf
during inspoi iled units. In a‘ddmon, it was desired that the emphasis
instors offr-lc ion §.houla be shifted to Problcn?s, systems and procedures
reflect the ni routine and the format of inspection reports was modified to
inspections X approach. These havc added a qualitative edge to field
undertaken, ! s d(r;?g.ards the Dx'rectora.tc of Inspection, thcy have
applying tO,lhcr: A lttxol? to inspection oriented functions, special studics
highly uscful. ask oriented approach. These have been found to be

Thc 1 ’ .
VaCancic(s:(;r:crlngtcc s obscrvations rcg?rding filling up of the existing
up the Vﬂcancicra“;lmg up of panel of eligible persons in advance, for filling
the Board a; ¢s that may arise during the year, have been duly noted by

aad action in this regard has been initiated. ’

Recommendation SI. Nos. 36 & 37 (Paras 3.86 & 3.87)

The Con.m;j i
been paid l;ri’r[lll]t;etc are constramgd to note that serious attention has not
by ot only the rl:)fore, to t_he Directorate of Audit which is handicapped
fixed PCriOdicitya if]ence ofdflcld audit staff but also because of absence of a
o regard to inte i
Excise and the Costegard 10 i rnal audit of Collcctorates of Central
The Commi : o
iﬂadequaciesn;:t:hc Ficsnrc that.urgcnt stcps may be taken to recmove
apprised - ¢ internal audit set up. The Committee would like to be
¢ steps taken in this regard.

Reply of the Government

With r it i i '

was crcatccrgricnni(;;g Para 3.8§ it is mentioned that the Directorate of Audit
the Customs. and Cfor funct_noq as a nodal agencey between the Board and
Internal Audip o «cnt.ral Excisc ficld formations. The new scheme of
Inspection and Auagr_zc into cffect on 1.2.78. The then Directorate of
Directosate o carll ;:ootcd proposals fcr a specific staff sanction for this
over tlic period bcytw ‘0" 4.11.78. This has been followed up regularly
projected s oin ‘CL.I? lh.cn and 1992, cven reducing upe - the staff

g required in 1978, This was done in Rcc;l)inu \\itlhbtlkfllc

oS el
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constraints of the economy.as also because of Deputy Financial Advisor
had mentioned in 1982 that it was not an opportune moment for the
Directorate to seek any additional sanction given the constrains of
expenditure. As a result, this Directorate after 16 years of its creation, has
continued to have a sanction of merely one Director and onc Deputy
Director with a stenographer each. Staff proposals duly re-cxamined by the
Directorate of O & M have been submitted on 13.10.93 for obtaining the
Departments sanction for additional staff. They are under consideration.

As soon as the resource position of the Directorate improves, it should
be possible to prescribe and implement the periodicity of audit inspection
of the Collectorates of Central Excise and Custom Houses.

During a review of the scheme of internal audit of factories by the
collectorate staff, it was observed that deficiencies in the audit
performance were to be ascribed to inadequacy of staff and their training.
The nced for additional staff has since been partly met, after the
implementation of cadre review proposals. It is now proposed to undertake
a specially designed training programme for audit partics.

On the Customs side, the system of concurrent audit was introduced in
1986 and working of the same was reviewed in 1992. Proposals for the re-
organization of the existing scheme and some changes in the Customs
procedures are under consideration.

Recommendation Sl. No. 38 (Para 3.88)

The Committee note that the system for collection of intelligency and
information and prevention of duty evasion could be further improved by
crcating wide data base in respect of industrial undertaking and thejr
turnover, marketing pattern, market share, ctc. This would enable the
Directoratc of Anti-Evasion to know the amount of duty evaded. The
Committee desirc the Ministry to examine the merits of the scheme, and if
found workable, to provide adequate manpower to the Directorate. They
would also like the Ministry to preparc a comprehensive computerised data
base which can be used for identifying cvasion of other taxes also.

Reply of the Government

Dircctorate  General of Anti-Evasion is primarily responsible for
collection, collation and dissemination of intclligence relating to evasion of
Central excisc duty. The Dircctorate also carries out studies in respect of
new modus operandi, commoditics prone to evasion, deficiencies in
procedures and legal provisions, which are exploited by the unscrupulous.
The Dircctorate have set up a separate cell for collection and development
of intclligence and maintains detailed dossicrs in respect of major revenue
paying units i.e. units paying revenue of Rs. 5 crores or more. These
dossicrs of individual assessces contain  information about the
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organisational structure of the cdmRany, pr9ducts manufactured, Tajgr
raw matcrials used, trends in production, clcaranccs.and. rcvcnuc. rea xbsc ,
the marketing pattern Modvat credit availed and misc. mfo'rma:jlf)n z:c;n;;
the past cascs registered against the company 'and‘the pcndm%‘ lSptu s
any. There are more than 500 such dossiers m:_n{namcd by the lrcc.tc))lr ‘ .
In view of the shortage of staff and resources, !t has not bcen pOhSSlHC 0
cover larger number of assessees and create a wider dqta basc at the Hgrs.
of the Directorate. However, the Zonal units of the Dircctorate have b;cn
instructed to createc a similar data basc in respect of assessees paying
revenue between Rs. 1 crore and Rs. § crores. The Directorate ?mvc also
recently set up a cell at the Headquarters, to take up specific studics of !he
marketing pattern  of important assessces and those manu.factunng
commoditics pronc to evasion, for identifying new modus operandi .and the
thrust arcas for anti-cvasion measures. The work relatmg to
computerisation in the Central Excise Department s fxlready in an
advanced stage of planning, and this including computerisation of thc data
maintained by the Directorate, would cnable it to monitor the same from
the data basc of assessments.

Recommendation SI. No. 39 (Para 3.89)

The Committee are constrained to find that as many as 6879 posts
including those of Group ‘A’ and ‘B’ officers were lying vacant in the
CBEC and its subordinate offices as on Ist July 1990. They also note that
inadequacy of staff has resulted in delays in clcarance of goods. The
Committee are further informed that norms for determining staff arc cither
non-cxistent or have been diluated over the years. Morcover, no study has
been carricd out so far by the Staff Inspection Unit of the Ministry of
Finance to w..css the workload of the Board and its subordinate offices. In
1986 an ambitious plan far restructuring the Department of Central Excise
and Customs was mooted. However. it could not materialise duc to various
administrative constraints. Subscquently, a cadre review of officers/staff
was taken up in 1988. This cxcreise was completed in 1987-88 and 392
Posts in Group "A" category and 7000 posts in Groups ‘B, 'C’ & ‘D’
categorics  were Proposed to be created in addition to the cxisting
sanctioned strength. However no concrete progress has been made in this
rcgard. W . cadre review in respect of Group 'B’, *C’ and ‘D’ is yeot to
be finally approved, the posts in respect of Group "A’ though sanctioned
have not been filjeqd up. This include a large number of posts of Dcputy
Collcctors which have not been filled up owing to a dispute pending betore
the Supreme Court.

Reply of the Government

F"'Stl CVer cadre review of group A.B.C and D posts in the ficll
formations of the Central Board of Excisc and Customs was underiahen in
1988-89. Aj a result of the Cadre Review of group A, 392 additional POsts
were creatcd which were released and distributed among the dilferenr et
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formations in 1989. The Cadre review proposal in respect of group B.C
and D were also finalised and approved by the Government in 1991 and
consequently 6981 number of additional posts of group B, C and D were
created and all these posts have since been released and distributed to the
various field formations.

Further a periodic cadre review is proposed to be undertaken as per the
guidelines of DOPT. For this purpose as suggested by the Committec, the
SIU of the Ministry of Finance has already been entrusted to work out the
staff norms after studying workload in the ficld formations. Study on

fixation of staff norms is likely to be completed shortly which will be taken
into account at thc time of the next Cadre review.

As regard the filling up of the posts of Deputy Collector is concerned,
the Hon’ble Supreme Court, vide its interim order dated 13.3.92 permitted
the Department to fill up the vacancies in the grade of Assistant Collector
and Deputy Collector, Customs and Central Excisc on adhoc basis.
Accordingly, 41 vacancies in the grade of Deputy Collector and 92
vacancies in the grade of Assistant Collcctor were filled up on the basis of
the recommendation of the DPCs.

Recommendation Sl. No. 40 (Para 3.90)

The Committee are highly dissatisficd at the manncr in which the
fundamental task of dctermining the staff requirements has been dealt
hithertofore by the Ministry/Board. In their opinion sanctioning of about
seven thousand posts on the basis of cadre review makes little sense when
almost 7000 posts alrcady sanctioned have been lying vacant. As the
Government have liberalised the trade policy and taken other steps
towards dercgulation of the economy, the total requirement of staff in the
Department should be reassessed. Keeping in view the requircment

sufficient staff whercver necessary should be provided without any further
delay.

Reply of the Government

The Cadre Review Commitiec recommended 9672 posts on work load

basis and 6981 posts have becn created as approved by the Government.
6769 posts have already. been released.

Vacancies in Gr. 'C’ grade are mainly due to the fact that direct
recruitment to these posts is conducted by an independent body namely
SSC which usually takes time to finish the whole recruitment exercise as it
is on All India basis. The recruitment exercise for 1991-92 is on the verge
of completion and it is expected that substantial number of vacancies will
get filled up shortly. As regards requirements of additional staff, SIU is
already engaged in evolving staff norms for working out requircments of
additional staff.

The recommendation that sufficient staff should be provided would also
be brought to the notice of the Cadre Review Committee.
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Recommendation Sl. No. 41 (Para 3.91)

The Committec arc unhappy that no study by Staff Inspcction Unit has
been carriecd out so far to assess the warkload of ihc Board and its

subordinate offices. They, desired that nccessary step should be taken to
get the Staff Inspection Unit study conducted and norms for staff

requircment cstablished without any further dclay.
Reply of the Government

The Staff Inspection Unit of the Ministry of Finance, Dcpartment of

Expenditure has been requested to study the workload in the ficld
formations under the Central Board of Excise and €ustoms to fix the
norms for working out staff rcquirement. This study is likely to be
completed shortly and nccessary follow up action will be taken.

[F.No. A-11019/122/90-Ad. 1V]

Recommendation Sl. No. 42 (Para 3.92)

The Committee cannot accept the suggestion of the Ministrty/Board that

revenue carning Department should not be brought within the ambit of

Zics’l”rz":ﬁ' :nf:asurcs of the Govcrnmgnt. However, at the same time, lhc.y

which urzas“its};?]uu:dbc lCl:t to the discretion of the Board to dctcrrpinc in

of the Board is c:]u cffect cconomy so that the operational cffectivencss
ot compromiscd in any manner.

Reply of the Government

The r i i
Ccong Iccl(:mm.cndatlon has been noted and efforts will be made to cffect
o my keeping cxpenditure to the bearest minimum without foregoing
¢ opcrational cffcctiveness of the Board.

Recommendation Sl. No. 48 (Para 3.98)

lac{h(c)f(:c(;"[:c”;:“glccuilrc ;pprifcq that due to infrastructural constraints and
Accountancy and C y in t{n. ficld o'f Economics Law Management, Cost
and Narcotics has tomdPU‘tYS. th. National Academy of Customs, Excisc
nceds in th o cpend entirely on external faculty for its training

esc subjects. The Committee are further informed that if
permancnt f{lculty in these subjects and infrastructural facilitics  for
Imparting training in swimming, handling of fircarms and motor driving
(C::)CL;rS‘(S:SPYOVldCd in the Academy it will enhance the uscfulness of these

Reply of the Government

Th i
Cust;mgcc%mmcndatxon has bcen noted and the National Academy of
proposal': xcise and Narcotics (NACEN) has been asked to formuiate
0 strengthen the faculty for further cxamination.

[F. No. A-11019/4993-Ad. V]
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Recommendation Sl. No. 49 (Para 3.99)

The Committce desired the Ministry to expeditiously examine the
proposal to strengthen the permancnt faculty in the National Academy of
Customs, Excisc and Narcotics and to provide all the infrastructural
facilitics in the Academy complex. The Committee will like to be apprised
of the progress in this regard.

Reply of the Government

The Director General of Training is being requested to furnish the
proposal for strengthening the pecrmanent faculty in the National Academy
and the requircment of infrastructural facility in the Academy. The
proposal will be examined, on receipt from the Director General Training,
in consultation with the Financial Adviser (Finance).

Recommendation SI. No. 50 (Para 3.100)

The Committee are apprised that a residential complex is proposed to be
constructed at Faridabad so that interaction between trainers and trainees
can be increased further. This would also make the entire training efforts
cost effective and result oriented. The Committce desire the Ministry to
consider this proposal positively and take early action in the matter.

Reply of the Government

National Academy of Customs, Excise and Narcotics is the apex institute
for mecting the training development needs of the managerial cadres of the
Customs. Central Excise and Narcotics Dcpartment. Besides, it undertakes
rescarch in the spheres of professional management of administration and
techniques of taxation. Iy also organiscs various courses and training
programmcs.for other organizations including the Customs Officers from
other countrics. As such, it wag decided to build a comprehensive training
complex which would serve these purposcs. With this end in view, the
Government purchased, from Haryana Urban Development Authority, a
plot of land at Faridabad measuring 24.5 acres in March, 1981. The
building plans were prepared by the Central Public Works Department for

construction of the aforesaid training-cum-residential complex comprising
of administrative/hostel and residential blocks.

2. On receipt of detailed cstimates and plans from C.P.W.D. the
Government sanctioned an amount of Rs. 7,77,18,500/~ on 28.11.88 for the
construction of training complex. Ap additional amount of Rs. 92,56,486/
has also been sanctioned on 30.4.92 towards air-conditioning. The
C.P.W.D. have already commenced the construction and parns of the

buildings have come up. Steps are being taken for early completion of the
building.

[F. No. 206/1/93-Ad. VIII(EC)]
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Recommendation Sl. No. 55 (Para 4.80)

The Committee are dismayed to note the declining number of disposals
Customs & Gold (Control)

in regard to appcals lying before Excisc,
Appellate Tribunal during the ycars 1987 to 1990. They find that during
from 27,216 to 39,451. They

this period the pendency of cascs has grown
note with deep concern that some of the cases have been pending since

1975. In this conncction, the Committce deprecate the fact that the
Ministry allowed many posts of members particularly, judicial members in
the Tribunal to remain vacant for ncarly 22 months.

Reply of the Government

The Mecmbers of the Tribunal are drawn from two strcams—Tcchnical
MCI_'n!)crs drawn from the Indian Customs and Central Excise Service and
Judlf:lal Members drawn from the bar/Central or State Judicial or legal
fI?WlCC_S. There have been a number of vacancics of both judicial as well as
c;;::::f:é T;'Icmbcrs. While the vacancies of Judicial Members have
candidates OYI over a ycar because of non-avanlgbnlny of suitable
COmplclcd‘ks,c cctions for the three vacancics of Technical mcmhcr§ were
Meanwhile ()Sl:cy;ar.hrhc selccted chhmc.al Members have since joined.
this vacanc,y e bc;:c m'ca.l 'Mcmbcr has rcnr;d on 7-3-93. Action to fill up
duly advertiscd andcgh‘if(‘:';l?tcd: The vacancics gf Judicial Mcmbers were
by the Chairman of the Szisélcc[es OfCVZ]I'lOI'JS High Cogrts also addressed
Supreme Court. Applications in ton_Commitice. who s 2 Judee of the
holding intcrvicws b 1 : responsc thcrcto are being processed for

y the Sclection Committce.

2. The | . o
numb];lsco}ncrcase in the pendency figure is on account of the fact that the
consi appeals and stay applications filed before the Tribunal has becr

istently higher than the disposals.

Recommendation Sl. No. 56 (Para 4.81)

The ; .
more bg‘l(;?cr:lct:;fh d":I-f'lfC that urgent steps, which include sctting up of
cases. The Commi ¢ Tribunal may be takf:n to bring down the pendency of
Collectorates rpclitteq also desne. that §u1tat?lc directions may be issucd to
be taken u g identify ?ppeals 'mvolvmg similar issues so that these can
Similar treatp y the Trlbupal simultancously. They further desire that
Tribunal ment may be given to cases covered by the decisions of the

nal or judgements of Supreme Court.

Reply of the Government

A propo i
s unﬂcrpczﬁlsi?r setting up more Benches to liquidate pendency of appeals
Benchen o thcer;:;g:nolf thhc Government. With the setting hp of more
al, the pendency fi i i
come down 1o a comiicrat, gxtcm. y figure with the Tribunal would
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Recommendation Sl. Nos. 57 & 58 (Paras 4.82 & 4.83)

The Committee are surprised to find that hearings of the Tribunal are
frequently adjourned on the request of Departmental representatives. This
has becn attributed to inadequate number of Departmental representatives
to cope up with the workload and lack of alternative arrangements in the
cvent of Departmental representative being absent, on leave or otherwise.
The Committee cannot but cxpress their unhappiness at the lackadaiscal
manner of handling the appeals before the Tribunal.

They desire the Ministry to urgently review the position in regard to
adcquacy of Departmental representatives and to take appropriate steps in
the matter. As large number of pending cases adversely affect the revenue
collections, the Committee desire that the Board should treat absence of
departmental officers from hearing without adequate reasons seriously and
take corrective measures in regard to avoid recurrence of such cases. The

Committce would like to be apprised of the action taken in this regard
within a period of three months.

Reply of the Government

The Committee’s obscrvations recgarding the inadequate number of
Departmental Representatives 1o cbpc with the workload has bcen duly
noted. In the light thereof proposals, not only to augment their numbers’

but also to improve their working conditions, are under consideration of
thc Dcpartment.

Recommendation SI. No. 60 (Para 4.85)

The Committce deprecate the fact that a Tribunal sct up exclusively to
hear appeals in respeet of order passed by Collectors does not cven have
sufficicnt staff to enable it 1o discharge its functions effectively. The

Committee desire that the existing vacancics in the Tribunal as well as in
its registry should be filled up cxpeditiously.

Reply of the Government

Out of the six vacancics at the level of Member of the Tribunal, two
have since been filled and onc more wil| be filled very shortly. As regards
the remaining three vacant posts, a sclection Gommittce under the
Chairmanship of a Judge of the Supreme Court has been constituted and
advertisements have been issued inviting applications.

There are a few vacancics in Group—'B’, ‘C’' and ‘D’ posts in the

registry. Necessary action is being taken so that the posts do not rcmain
vacant for long.

[F. No. 27/1/93-Ad. IC]
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Recommendaiion Sl. No. 67 (Para 5.21)

hat the Ministry are morc or less satisfied with
dressal of Public grievances except that

they would like the public gricvance committees to have adecquate
supporting staff in order to make system of public gricvance redressal

more uscfui. From the date furnished the Committce, however, find that
during 1989, 1784 grievances were reccived out of which 574 grievances
on account of procedural delays, staff misbehaviour, quality of scrvice,

ctc. were pending at the end of the year. The Committee fecl that the
pendency of gricvances, particularly, when these do not involve any
substantive dccision and do not have any financial implications, is high
f:nough to cause concern. In their opinion redressal of public grievances
in the CBEC appears to be a low key activity. Moreover no monitoring
of this aspcct appears to be done in the Board as is evident from the fact
that the Ministry were unablc to readily provide to the Committce
reasons for not disposing of 22 complaints in rcgard to cascs of
harassments at airports. The Committce wish to cmphasize the fact that
both custem and central excise officials have to interact with the public
?:dfcsclﬂa{-lg—fdayugzl{sis. The Board should therefore accord high priqrity to
underline the rl:ccdlcforgncr:vzmccs. 'Thc' Committee wish .to par.tlcularl_v
procedural delays at airp;)rr:;p; ]adcnon in regard to staff mlsbcha\'lour and
point at which the forciincrs lllavecutslt?‘msv' e .houscs Whl'Ch A

eir first experience of this country.

The Committcc note t
the existing arrangements for ¢

Reply of the Government

Sclclrlc[(;rrd'cr(cto streamline the Grievance Machinery in the CBEC Joint
Gricvanzcs ustoms) has becn assigned the work of Director of Public
Deputy Cc’)uzzilstrjd by. a Deputy Sccrctary. In the ficld formations.
officers for t k.or A_ddlllor_lal .Collcctors are nominated as Gricvance

aking quick action in regard to redressal of public gricvances.

2. -
gric\'afl\cscsah;:\?:sci;!uf”dcc.- number of pending cases relating to public
1990. 2052 o 19;1\. lown. .Thc disposal of gricyancc cascs were 1367 in
account re;c' 1 (including a_rrcars) and 766 in 1992, taking into
o e ipts of 1738 cascs. 1456 cases and 827 cases during the period
. icw. Pcpdcncy has been brought down from 574 cases pending
at the cnd of 1989 to 410 cases pending at the ead of December, 1992

3 ‘ati i
. Thc obscrvations of the Committce arc noted and suitable
mstructions have been 1ssucd.
Recommendation Sl. No. 68 (Para 5.22)
The C i ; ;
gricvunccf?:lm[llttccﬁdcsu'c that cntire system of redressal of public
1c CBEC may be reviewed and refurbished and wherever

necessary ade . . .
. quate and aptitudinally suitable s
the purposc. l ly suitable staff may be deployed for
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Reply of the Government

The obscrvations of the Committce are noted and suitable instructions
have been issucd.

Recommendation Sl. No. 69 (Para 5.23)

' “The Committce are unable to accept a situation where investigation
into cases of complaints against the official of the Board get prolonged for
onc rcason or thc other. They desire that not only should there be a
constant monitoring of such cascs, the heads of Collectors should be made
pcrsonally responsible for speedy progress in such cases.

Reply of the Government

Investigation into cases of complaints against the officials are being
monitored by the C.V.O. The ficld formations are required to forward a
monthiy report which is scrutinised by the C.V.O. The statements
indicating pcndency of investigations is submitted to the Board by the
C.V.O. cvery quarter, The pendency position is reviewed at the Board’s
lcvcl..Thc pendency position is alse monitoring by the C.V.C.

Estimate Committee’s observations have been noted.

As directed by the Estimate Committee, collectors have been informed
that they would be held personally responsible for speedy progress of
ivestigation 1nto cases of complaints against the officials of C.B.E.C.
They have also been requested to take up appropriatc measurcs to cnsurc

cxpeditious investigations. A copy of a letter issued to collector is
cnclosed.

This issucs with the approval of the Member (Per.).
No. B-1101521/92-Ad.v

QOKMNIZ%I;%%ER D.OF. NO. V. 500/45/92
M o DIRECTORATE OF VIGILANCE
( ) CUSTOMS & CENTRAL EXCISE

STH FLOOR, ‘D' BLOCK
I.P. BHAWAN, 1L.P. ESTATE.

) Ncw Declhi, the Ist Feb., 1993
Decar Shri

. T'am cnclosing the extract of para 5.23 of the 17th report of the
Estimates Committee on the investigation-into cases of complaints against
the officials of Central Board of Excise and Customs. You may kindly
obscrve from the extract of the report that the Committee desires that the
Collectors should be made personally responsible for speedy progress in
such cases. You may, therefore, like to take appropriate measures to
Snlsurcdthat investigations into cases of complaints do not get unduly
clayed.

You may kindly acknowledge the receipt of the letter.

Yours sincerely,
Sd -
(A. K. PANDE)
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Recommendation S1. Nos. 70 & 71 (Paras 5.24 & 5.2%)

The Committec note that with a view to providing an effective fo;.lm.at
the Central level for discussing general problems rclathg to Central xc:s&:
and Customs the Government has constituted a coungll viz. Customs :aniS
Central Excisc Advisory Council. This Cpuncnl as its nax;:lc sugﬁfnslin
Advisory in character and is intended to discuss general pro cms r al (gl
to the Customs and Central Excisc faced by the Trade As§oc1atlonshan
Suggestions reccived from them. The Committee regret to find t.hat t Cr}f
have been no mecting of this Council during 1985 and .1989. Since suc
meetings have not been held regularly the representatives of Industry
might soon losc interest in such bodics.

The Committee desire that Central Board of Customs and EXCISC(;/
Ministry should spare no cfforts in arranging the mceting of Custems an
Central Excise Advisory Councils at regular intervals, as the Committec
feel that such bodics not only scerve as a uscful forum for the
Teprescntative of Industries to ventilate their gricvances but also become a
barometer for public opinions on cxcisc laws and the working of the
Central Excise Collectorate.

Reply of the Government

Recommendation accepted—the Meeting of the Advisory Council has
been held in November, 1993,

Recommendation SI. No. 7.5 (Para 6.35)

The Commitice desire that after having liberalised the economy and
brought down the customs and central excise tariffs o a reasonable level
the Government should pursue tax dodgers vigorously and take striFt
Mmcasurcs, including scarches and scizures based on hard intelligence in
order to cnforce greater tax compliance,

Reply of the Government

Intelligence agencics have been geared up and Govt. is taking strict

mcasures Including scarches and scizures based on intelligence in order to
enforce greater tax compliance and deter tax dodgers.

(Approved by the Additional Secretary to the Government of India)
[F. No. 715/6/92-CUS (AS)]



CHAPTER I1I

RECOMMENDATIONS / OBSERVATIONS WHICH THE
COMMITTEE DO NOT DESIRE TO PURSUE IN VIEW OF
GOVERNMENTS REPLIES

Recommendation Sl. No. 1 (Para 1.29)

Representations have been made to the Committee for conversion of
the Central Board of Excise and Customs (CBEC) into an independent
Dcpartment  with  full administrative and financial powers of the
Ministry. This vicw has also been supported by the Group of Officers,
appointed by the Ministry of Finance on suggestion of the Committce
for reviewing the recommendations of the Yardi Committce which had
avered the need for truely autonomous Revenue Boards in respect of
dircct and indirect taxes, frec from their secrctarial moorings. In this
regard, the Committec note that not only does the Central Board of
Excisc and Customs substantially assist the Government in the
formulation of policies for levying and collcction of customs and Central
excisc dutics, but the entjre policy is, ultimatcly, implemented and
monitored by the Board. They also notc that the Chairman and the six
Members of the Board hold ex-officio status respectively as Special
Sccrctary and Additional Scretaries in the Department of Revenue. In
fact cxcept for the Sccretary, Dcpartment of Revenue and a couple of
other O_ffiCials it is the two Boards vizz CBDT and CBEC which
substantively constitute the Department of Revenue. It is thus apparent
that the Department of Revenue merely acts as a container in which the
two Boards and some other smaller organisations like Economic
Intclligence Burcau, Narcotics Control Bureau and various appellate
bodics rest. In the opinion of the Committee, therefore the viewpoint
putforth by the IRS (C&CE) and thc Group of Officers that there
should bc two scparate Departments for direct and indircct taxes
respectively. stands the test of rcason. In this context, the Committce
arc unable to appreciate the arguments advanced by the Ministry against
this proposal, since these do pot address the issuc directly and are
vaguc. As the nub of various issucs, like inadequatc delcgation of
powers, conferment of appropriate rank and status to the Chairman and
Members of the two Bourds ang their rclationship with the political
cxccutive which have beo: “rought before the Committee lics in the
question of giving the correet organisational status and shape to the
cntire revenue gencraling appratus, the Committee are inclined to think
that the nced for formulating the fiscal policy in a wider perspective
need not be uscd as an argument against this proposal. They firmly belicve
that such a nced can be adequately  met through inter-departmental ’

32
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fter all, fiscal policies are

consultations within the Ministry of Finance as, 2
Ministries / Departments

framed on the basis of inputs from various other
as well.
Reply of the Government

Since para No. 1.29 (SI No. 1) is only conclusion. Action taken notes in

respect of this para has not been furnished.

[Vide- F. No. 291/Gen CX-9 dt 12-11-93
Recommendation Sl. No. 2 (Para 1.30)

291/2/92 CXA dr. 12.11.93]

D;‘;‘:_tn?:nr:lmifttic)e: recommend that two ind6pendcqt departments viz.

established © | irect Taxes ‘c.lm.'l Department of Indirect Taxes may be

Secretaries m l'p ace of the existing Revenue Boards with two fulfledged

exccutives 1;1{ ieu of Revenue Secretaries reporting dxrectly to the pghtwal

Secret . However for the purpose of policy formulation the Finance
ary would be the coordinating authority as at present.

Reply of the Government

T .
Con:;ge:gg??}xze?sznﬁns made by the Committee have been carefully
the policies in res t=.ctevei=nue Boards deal with separate areas of taxation,
Central tax SYStcrs " of which peed to be properly coordinated. The
harmonious whole Th'a s to be Vlewe_d, fashioncd and organised as a
Secretary (Revcnué) 1; \YOI.k of co91:d1nat10n has to be performed by the
advice from a bro "c‘i’ 0 is in a position to give independent and objective
suggestion made b aher admlﬂ.lstratlve and economic perspective. The
the functions of coy td}‘» C'Omn.mtee that Finance Secretary could perform
because there is noor ination in the two Revenue Boards is not practical
the Secretaries in thsepa'ra‘te position of Finance Secretary as such. One of
Affairs) or Secretarc Mrl;"s“y of Finance, either the Secretary (Economic
would not be Possibl)::g evenue‘) is designated as Finance Secretary. It
the full-fledged Depart or the Finance _Sccrctary, who is also in charge of
the coordination wirk mm ey Coonomic Affairs (at present) to look after
is a need for commonali'e ating to the operations of the two Boards. There
etc. of the two reven ity of approach and harmony in service conditions
proposals pass thr(l,]e ;CWICCS.. which can also be maintained only if their
(Revenue). ugh a single sccretary, namely, the Secretary

Recommendation Sl. No. 6 (Para 1.34)

The Commi
Advisor in“:hm;t:ikrec;ol;nmgr}d that there should be a common Financial
the pattern  of of /£ dditional Sccr.ctary for both these Departments on
Departments. It practice fo.llowcd in respect of smaller Ministries/
is also dcsirable that the incumbent of such a post

invariably be an ice
I officer who has knowledge of both direct and indirect tax
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Reply of the Government

The quantum of work relating to financial proposal from the two
Revenue Boards is not sufficient to require the post of a Financial Advisor
in the rank of Additional Secretary, as recommended by the Committee. A
number of posts of Financial Advisors in smaller Ministries’/Departments
have been recently abolished in the wake of the Government decision to
cconomise on senior posts in the Government of India. It may be stated
that since there are no plan projects/programmes handled by the two
Revenue Boards, the financial proposals emanating from these Boards
primarily rclate to creation of posts, hiring/construction of buildings,
purchase of cquipments and material etc. Examination of these proposals

does not justify a full-fledged Financial Advisor's post in the rank of
Additional Seccretary.

[F. No. 50/91/90-Ad. I (Pt. 1)]
Recommendation SI. Nos. 19 & 20 (Paras 2.74 & 2.75)

The Committee further note that under the amended law narcotics/drugs
can be disposed of/or destroyed after taking an order from the magistrate
in whose presence it is done. The narcotics/drugs are disposed of within 90
days. As a result of this new provision a large quantity of drugs have been
destroyed. The Committee are also informed that the Ministry does not
have any adequate place for storing drugs as a result of which these are
kept in strong rooms with lockers as well as in Police Stations in remote
arcas.

The Committee are pained to note that the Narcotics Control Board
does not have adequate storage space to keep the confiscated drugs as a
result of which pilferage of such drugs cannot be ruled out. They would
like to caution the Ministry that in order to avoid the chance of such
pilferage the Board should have proper storage space. They also desire
that all possible care should be taken to ensure that such drugs are
disposed of or destroyed in the prescnce of the magistrate concerned. In
this context the Committee feel that the existing time-lag of 90 days in

disposing the confiscated drugs is too long and steps should be taken to
reduce the same to the minimum of 30 days.

Reply of the Government

.. present the Narcotics Control Bureau stores the seized properties,
including drugs, in their own godowns and in some cases in the godowns of
Customs and Central Excise Department, if the scizing place is far away or
as a matter of routinc practice scized property other than drugs are also

kept likewise. So far no problem is faced. The setting up of Central
Malkhana will create administrative problems.

About the Committce’s recommendation that the existing time lag of 90
days in disposing the confiscated drugs should be reduced to 30 days, it
may be stated that ncither the NDPS Act nor the Standing Instructions
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issucd under the Act stipulate 90 days time limit. Probably the reference of
90 days made in the recommendation is about para 4.4 of }hc Standmg
Order issued under Scction 52A of the NDPS Act. The said paragrap

says that since the filing of charge-sheet/complarint is a condmlop {)re;cdf;;
for expeditious issue of orders for pre-trial dfsposal, comp amls_ y ¢
respective ¢nforcement agencies must Dbe filed after‘ completion o
investigation within the stipulated period of 90 days of selzurc/z!rzc;!, on el]
priority basis. In fact, as per Section 52A of the Act, the pre-trial disposa
could be resorted even before filing of Charge-sheet/comp!amt. As th:.? law
stands now, pre-trial disposal could be resorted to at any time after seizure

provided the procedure prescribed is complied.

Recommendation / Observation Sl. No. 21 (Para 2.76)

The Committee wish to emphasise the importance of stric;tly_ adjuring
vexatious scarches as such practices can only dama!ge thc.credlblhty of the
law enforcing agencies and ultimately invite active. resistance from the

affected partjcs by creating suspicion in public mind.

The Committee desire that statutory provision for receipt and disposal of
complaints of vexatious scarches and harassments from the aggrieved party

against the officers of the Departments within a time frame, should be
made by amendment in the relevant Acts.

Reply of the Government

Government fully agrees with the views of the Committee that vexatious
searches do damage the credibility and image of the law enforcing
agencies. Government is already taking due care and precaution before
authorising searches. Government considers existing legal and
administratjve arrangements to be adequate in this regard.

(Approved by the Additional Sccretary to the Government of India.)
[F.No. 715/6/9.?-CUS(AS)]

Recommendation SI. No. 24 (Para 2.79)

. The Committee are appriscd that during the past three years no
Instances  of vexatious searches have been reported by the ficld
Organisations of CBEC. They also note that considering the circumstances
In which offijcers of Central Excise and Customs Department work, the
Board is satisfijeq with the existing system for conducting raids. The Board
has stated  that, nevertheless, scope  for improvement exists. The
Cof"m”lc_c cannot but express their concern at the qualificd manner in

CXprcss . i i
ang cd. It only Lonﬁ_rms tlhc public Pereeption that at least some raids
searches are vexatious in nature,
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Reply of the Government

Government is already taking due care and precautions before
authorising scarches. Scnior officers personally supervise major search and
seizure opcrations.

(Approved by the Additional Secretary to the Government-of India.)
[F.No. 715/6/92-CUS(AS)]
Recommendation Sl. No. 25 (Para 2.80)

The Committee are concerned to note that since 1989-90 both the
collection of Customs and the Central Excise have fallen short of the
estimates made in the budget. Even though they appreciate that rcvenue
realisation have registcred a compound growth at the rate of 17% in
respect of Customs and 14.3% in respect of Central Excise they cannot
overlook the fact that significant portion of these increases can be
attributed to additional levies. They feel that there is still considerable
scope for stepping up efforts aimed at better tax realisation, checking tax
evasion and widening of tax net. In this context they also note that during
the first four years of the period reviewed by the Committee viz. 1985-86
to 1988-89 revenue realisation as well as the cost of collection has been
looking up. They however notice that even though revenue collection
during 1989-90 has also registered an increase over the previous year’s
collection, the cost of collection has come down significantly particularly in
respect of customs duties. In fact the collection charges during 1989-90
even in absolute terms have come down. This only confirms the impression
of the Committee that perhaps increase in revenue collection are more due
to additional levies of Customs duty and Central Excise Duty rather than
greater effort by the Department.

Reply of the Government

The actual receipts from customs and central excise duties during the
year 1989-90 had marginally exceeded the revised budget estimates. In the
case of customs and central excise the surplus was Rs. 159 crores and
Rs. 303 crores respectively.

2. The revenue realisation from customs and central excise duties has
been increasing since the year 1989-90. “The details are given as under:

YEAR Customs Increase  Excise Increase ARM
Revenue over Revenue over
previous previous Cus. EXC.
yr. yr.
(Rs. in crores)

1989-90 18036 - 22406 - —-120.06 792.18
1990-91 20644 +2608 24514 +2108 835.03 390.19
1991-92 22257 +1613 28110 +3596 -510.59 988.18
1992-93 23818 +1561 30794 +2684 -2023.35 2210.90

(Prov.)
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It may be seen from col. 3 and col. § that the inc.rt_easc‘: in revenue
collections has been higher than additional resource mobilisation shown in
col. 6 and col. 7 which was in fact negative in most of the years for
customs dutjes. However, all possible steps are being taken to maximise

the revenue collections.
vernment of India.)

iti ctary to the Go
Approved by Additional secretany [F. No. 333/25/93-TRU]

Recommendation Sl. No. 26 (Para 2.81)

The Committee desire that revenue collection efforts should be s.tcpped
up and for this purpose systematic excercise in the direction of checking tax

cvasion and widening tax net initiated.
Reply of the Government

Appropriate action was taken to step up revenue collection efforts gnd
to check tax cvasion and widen the tax net. As a result, total duty evasion
of Rs. 562.64 crores in 5639 cases was detected in 1991-92. Eva.snon of
Rs. 317.85 crores in 1992-93 (upto Sep., '92) has been detected in 2326

cascs.
Recommendation Sl. Nos. 27 & 28 (Paras 2.82 & 2.83)

The Committee are informed that in respect of disposal of cases relating
to approval of classification and pricc-lists, sanction of rcfunds, rcbates and
drawback of excise and customs and central cxcise, no statutorily time limit
has been fixed. However, in general, field formations have been directed
10 cnsurc that action may be completed within 3 months except in
provisional asscssment and short assessment demand where it is required

to be finalised within 6 months.

The Committec are dismayed to find that in respect of such important
decisions on which the functioning of the Board primarily rests, the
Mini;try have not fixed any definite time limit. They deprecate that on a
provisional basis an adhoc period of 3 10 6 months has been prescribed for
thg purpose. The Committee feel that this indicates the lackadaisical
Z{ttlludc on the part of the Ministry. They desire that the Ministry should
fix a specific time frame of 3 months within which all these cases must be
analyscd and disposed of and under no circumstances the prescribed time
frame should be exceeded. They would like to be apprised of the action
taken in this regard.

Reply of the Government

In respect of quasi-judicial funrctions. such as sanction of draw-back/
refund claims, classification lists. price lists, which intcr-alia require
obscrvangc .of principles of natural justice, time limits have been prescribed
2;117);01:)1?;:2‘5[[{‘&“‘/“),' Prcscrjbing such tume limits statutorily may not be
pongenae: urther, ‘the Board monitors and examines the disposal and

1es of such items of work through mont..ly technical reports
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received from each customs house and central excise collectora'tC-
Wherever required, the field formations are also suitably advised regarding
their pace of disposal, protracted pendencies etc. Besides, the Dircctorgte
General of Inspection has also been asked to review the progress and
pendencies of these items, of work and report to the Board.

Recommendation SI. Nos. 43 & 44 (Paras 3.93 & 3.949)

The Committee are dismayed by the fact that the recruitment of ex-
servicemen in the Department is not taking place as per prescribed quota.
In this context, the Committee are apprised that Staff Selection
Commission has not been able to sponsor sufficient number of candidates
to the Department for this purpose. However, they are surprised that the
suggestion to entrust the recruitment of ex-serviceman to Director General
of Resettlement has not found favour with the Department. The
Committee are nevertheless of the opinion that such a step would go a
long way in eliminating existing bottlenccks in the recruitment of ex-
servicemen.

They, therefore, desire that the above suggestion may be examined in-
depth in consultation with the Ministries of Defence and Personnel, Public
Grievances and Pensions in order to ensure that the prescribed quota for
ex-servicemen is filled.

Reply of the Government

The matter was referred to Department of Personnel and Training, as
desired by the ‘Estimate Committec’.

The Department of Personnel & Training has felt that considering the
need for making recruitment for all group ‘C’ Non-technical posts
(including reserved vacancies) in the Central Govt. through an exclusive
agency i.e. Staff Selection Commission to maintain uniformity of standards
the recommendation of the Estimate Committee for entrusting the
recruitment for vacancies rescrved for ex-scrvicemen to the Dte. General
of Resettlement could not be accepted. However, the Department has
suggested that the Dircctor General, Resettlement can be an important
catalyst in improving recruitment of Ex-Servicemen against posts reserved
for them by not only giving wide publicity among eligible prospective Ex-
Servicemen about the available opportunities, the schemes of various
examinations conducted by the Siaff Sclection Commission, particularly
where shortfall against the ex-servicemen quota is high, but also by

exploring  possibility by undertaking necessary coaching/training to
prospective candidates.

The suggestions of the Dcpartment of Personnel & Training has since
been conveyed to the Director General of Rescttlement.

[F.No. A-60/1/91-AD.111.B]
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Recommendation Sl. No. 45 (Para 3.95)

The Committee arc apprised that manpower deficiences in rtf.garfi to the
intelligence machinery within the Department of Revenue which includes
the Director-General of Revenue Intelligence and the Dlrector-G.encral of
Anti-Evasion charged with the responsibility of collecting aiid
disseminating intelligence regarding violation of.customs and central excise
laws, respectively. While the Committec recognise that the vast borders of
the country offer ample opportunities of smuggling of cqntraband goods on
a very large scale and that violations of the laws relating to customs and
central excisc have been increasing year -after year, they also recognise the
fact that such activities cannot be brought under control merely by
proliferation of staff in the Departments dealing with such matters. In their
opinion such activities on a very large scale also point towards the degree
of unrealism in the related laws and regulations as also a perverted value
system in the society. The Committee, therefore, feel that in order to
curtail economic offences of various types there has to be a balance
between administrative measures and economic measurcs. In this context,
they welcome the recent steps taken by the Government and hope that
these will bring down the scale of economic offences to an appreciable

degree.
Reply of the Government

Government agrees with observations of the Committee that smuggling
and tax evasion cannot be fought with administrative measures alone. They
will have to be coupled with suitable cconomic measures and Government
has alrcady gone a long way in liberalising economic policies and these are

giving desired results.
(Approved by the Additional Secretary to the Government of India.)
[F.No. 715/6/92-CUS(AS)]

Recommendation Sl. No. 46 (Para 3.96)

' The Committee, therefore, desire that the requirement of economic
1i1telligence should be reviewed in the light of policy of cconomic
liberalisation in the country recently announced and abpropriatc staff
provided for the task so detcrmined ungrudgingly,

Reply of the Government
The recommendation of the Committee have been noted for compliance.
Recommendation Sl. No. 47 (Para 3.97)

The Committee also desire the Ministry/Board to cvolve an institutional
arr. i i ¢ oni
an arncgcl::lncnlt3 to review, at a high level the functioning of Intelligence Wing
o ]ag ar basis with a view to augmenting and redeploying staff as als;
Placecment and modernisation of infrastructures ’



40

Reply of the Government
The institutional arrangement suggested by the Committee are already
existing. Directorate of Preventive Operations has been entrusted with Ehe
task. Periodical reviews are being made for augmentation and redeploying
of staff as well as modernization of infrastructure at Board/Ministry level.
In the field also similar arrangements exist and Principal Collectors review
the requirements.

(Approved by the Additional Secretary to the Government of India.)
[F.No. 715/6/92-CUS(AS)]

Recommendation Sl. Nos. 53 & 54 (Paras 4.78 & 4.79)

The Committee are informed that as on 31st August, 1990, 9,931
adjudication cases were pending on the customs side. Of these 16 cases
were more than 3 years old. Similarly, on the Central Excise side, 863
adjudication cases were pending of which 127 cases were more than 3 years
old. The Committee are informed that the pace of disposal of these cases
has been slow due to shortage of officers as also due to, inter-alia the
parties sccking adjournment and inspection of documents, stay orders from
courts, etc.

The Committee while taking notc of the steps which have been taken to
kcep the number of pending cases under check are, nonetheless, dismayed
to find that the number of pending cases of adjudication runs into
thousands and many of these cases have been pending for a period as long
as 3 yecars and even beyond. They are not convinced by the reasons
advanced for such an unusual large pendency, which is particularly high on
the central excise side. In the opinion of the Committee pendency beyond
a ycar can be justificd only in cases where there are some extra-ordinary
rcasons. The Committee desire that Ministry/Board to takc appropriate
stcps to cnsure that routine procedural matters are not allowed to be
cxploited by recalcitrant assessees. The Committee would like the Ministry
to chalk out the programme with speccific targets to dispose of all the
pending cascs within a specified time frame particularly cases which are
more than onc year old.

Reply of the Government

Adjudication of cases is a quasi-judicial function and the adjudicating
authoritics have to obscrve the principles of natural justicc. A number of
personal hecarings may have to be given in a case. Frequently, Cross
cxamination of witnesses and officers including laboratory officers, is also
demanded.

If an attempt is made by the adjudicating authority to restrict the
number of hearings, the assessees approach the courts. The expericnce has
been that the courts have been liberal in entertaining petitions in such
matters and this had resulted in further delays. Therefore, it would not be



41

possible to lay down a rigid time-limit within which all cases must be
adjudicated. However, the Ministry have noted the recommendations of
the Committee and have directed the Directorate General of Inspection to
conduct a study on the lines suggested by the Committee. Besides, the
Central Board of Excise & Customs carries out a monthly review of the
pendency position of adjudications in the respective Collectorates/Custom
Houses. In addition, with a view to liquidate the pendency in a time-bound
manner, a special drive has been launched in repsect of the old cases and

cases "involving high revenue stakes.
Recommendation SL. No. 59 (Para 4.84)

The Committee are extremely unhappy to find that at present about
20,000 cases relating to disputes in regard to levy of Central Excise and
Customs and involving, approximately an amount of Rs. 4200 crores are
pending in Supreme Courts, High Courts and the Lower Courts. The
Committee are disturbed to note that large number Of such cases are more
than one year old and some of these are even more than ten years old.
The Committee are apprised that to deal with this situation the proposal
for setting up separate Tribunals is under active consideration of the
Government since 1986. The Committee cannot but deprecate the Ministry
as well as the Board who have allowed the situation to come to this sorTy
Pass. They desire that all steps necesssary for mitigating this situation
including those of setting up of the Appellate Tribunal for Customs and
Central Excise, may be taken with utmost expedition. They also desire that
concrete steps may be taken to persuade the Supreme Court and the High
Courts to set up special benches to deal with cases relating to Central
Excise and Custom matters .

Reply of the Government

A Tribunal could not be set up under the Customs and Excise Revenue
Appellate Tribunal Act, 1986(No. 62 of 1986) as vires were chailenged in
Bombay and Delhi High Courts. A draft Cabinet note incorporating
arpcnd_ments of the Act as required in the light of direction of the Bombay
High Court in their interim order has been sent to the Ministry of Law,
Department of Personnel and Training and Department of Expenditure for
con_currence. Efforts are being made to introduce a Bil] for the purpose,
during the ensuring Budget Session of Parliament.

Besides, a proposal for setting up a Scttlement Commission for prompt
settlement of Customs and Central Excise cascs is also under active
consideration. A Bill for the purpose is also being proposed to be
Introduced in the ensuing Budget Session.

The position of court cases is reviewed every month by Member in
charge of litigation in CBEC. It is now proposed to monitor the position
;zszymeHLh in a full Board meeting. Collectors and Principal Collectors
S cen directed again on 20th August, 1992 10 accord utmost priority 10

gation work. Other steps taken include periodical review. moving of
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courts for early hearing and vacation of stay, close liasion with Law
Ministry, requesting of High Courts and Supreme Court for “bunching’” of
cases issuewise, senior officers of the rank of Collectors/ Principal
collectors calling on Chief Justices of High Courts and meetings with
Registrars etc. Recently, even MOS(R) also called on Hon'ble Chief
Justice of India and Hon’ble Chief Justices of Delhi and Bombay High
Courts requesting them to earmark exclusive benches to deal with Customs
and Excise cases.

Recommendation Sl. No. 61 (Para 4.86)

The Committee are informed that an Act for setting up a new Tribunal
(Customs and Excise Revenue Appellate Tribunal) having the status of a
High Court under Article 323B, was passed in 1986. The Committee are
unhappy to find that even after a lapse of 5 years the Tribunal has not
been set up. The Committee desire that necessary amendments in the Act
should be carried out expeditiously to remove impediments in setting up of
the Tribunal without further delay. They further hope that the said
Tribunal with its benches at several places, would be set up at the earliest.

Reply of the Government

Efforts are being made to introduce the Bill for amendments to set up
the National Tribunal for Customs and Excise under Article 323B of the
Constitution of India during the ensuing Budget Session of Parliament.

Recommendation SL. No. 66 (Para 4.91)

The Committee note with concern that the Government counsels and the
officers of Ministry of Law, defending revenue related cases in the Courts
of Law, are not receiving adequate briefing from the senior officers of the
Department of Revenue. The Committee desire that this situation may be
rectified immediately. They also desire that for this work, more officers
may be exclusively assigned in the field offices as well as at the Board
level.

Reply of the Government

Normally Under Secretaries brief the Central Government Advocates
and the Law Officers. However, in important cases where high stakes of
revenue and complex and intricate questions of law are involved
D.s.(Legal), Joint C.D.R./Commissioner(Review) and even Member in-
charge of litigation have been briefing the advocates and the Law Officers.

Similarly, ‘Legal Cells’, under the charge of Additional Collector/
Deputy Collector, with one Assistant Collector, one or two
Superintendents and three to five Inspectors, depending on the workload,
are also functioning in the Collectorates.

The officers of ‘Legal Cells’ remain in touch with the Officers of the
Ministry of Law and Central Government Standing Counsels and the Law
Officers.
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Recommendation Sl. No. 72 (Para 6.32)

The Committee note that as scope for raising revenues through direct
taxation has remained limited the burden of raising sufficient resources to
meet the developmental and non-developmental requireme‘nts of the
country has fallen, though disproportionately, on indirect taxation. During
1990-91 actual revenue mopped up through direct and indirect taxes was
Rs. 6904 crores and Rs. 45434 crores (approximately) respectively. This,
situation has consequentially led to a high cost economy, excessive tax
burden op poorer sections of society, subsidies on exports and undue

protection to domestic manufacturing sector. However, looking at the
reverse side of the coin it would be .een that indirect tax structure has

been used pot only for generating revenues but also for various socio-
€conomic objectives which are far too many and which have made entire
tax structure complex and difficult to administer.

Reply of the Government

_The Government have already initiated the process of tariff reforms
directed at a tax structure which is simple, has a wide base with moderate
rates of tax, is well administered and, most important, promotes economic
efficiency, growth and equity. This is a long term objective and in the
budget for 1993-94, the Government have already announced certain tax
measures jp that direction.

(Approved by Secretary to the Govrt. of India)
[F.No. 339/1/92-TRU]

Recommendation Sl. No. 73 (Para 6.33)
that where basic philosophy and objectives,

dcternpning the structure and incidence of indirect taxation, are concerned
there. 1S 2n obvious need for greater clarity. While appreciating that
;t’;?:;‘t’:l'ema{'be  convenient and cost effective tool. for promoting certain
COmmitteeo Jectives, other. than those of mopping up revenue, the
neither of ”:c ltl,{lhappy to find that the present tax structure has achieved
that even whac:ejvcecm}fs at:,cqumc'i.' In ;act. it can bfe stated in retrospect
country, I has been achicved at a considerable cost to the

The Committee feel

Reply of the Government

ThThe Government have already initiated the process of tariff reforms
t ¢ Government hope that over the years the anomalies in the tax
Structure are likely to be minimised.

(Approved by Secretary to the Govt. of India.)
[F.No. 339/]/92-TRU]
Recommendation S1. No, 74 (Para 6.34)

Ihc Com i nite v b h
. Mmittee are Of [hc dcfl i i r eralisin e
i ¢ . . g X 1t lew that ﬂftc i iSi g
l nd tradc pollcy, rat]onﬂlL ation o thc tax stru t:ll isholvcldt <
nd"s nal a S ’ ructure ue.
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They desire customs as well as central excise duties to be brought down
from the presently unsustainable levels to widen the tax base through
expansion of production capacity and enhancement of productivity.

Reply of the Government

The Government have ‘announed customs and excise duty reductions in
the budget for 1993-94 covering a wide spectrum of the industry. It has
also been indicated in the Budget that these measures will go to enhance
productivity.

(Approved by Special Secretary to the Govt. of India)
[F.No. 339/1/92-TRU]

Recommendation Sl. No. 76 (Para 6.36)

The Committee further desire that in industries, like plywood where
demand is sensitive to price escalation and which are labour intensive,
government should impose specific duty instead of imposing .duty on ad-
valorem basis. This, the Committee believe, will boost production in such
industries and ulitmately result in greater revenue earnings besides other
economic benefits like employment.

Reply of the Government

The Government have carefully considered the matter regarding
imposition of specific rates of excise duty on plywood and taking into
consideration the fact that there is a large variation in the prices of
plywood of various grades, it has not been found possible to prescribe
specific rates of excise duty. However, the duty on plywood has been
reduced from 34.5% to 20% w.e.f. 28.2.93.

(Approved by Special Secretary to the Govt. of India)
[F. No. 339/1/92-TRU|

Recommendation Sl. No. 77 (Para 6.37)

The Committee further desire that while reducing customs and central
excise duties a correlation should be maintained between the two to ensure
that domestic industry does not become victim of ‘dumping’ of goods from
foreign countries. The Committee would like to caution the Ministry
against any lopsided approach in the matter.

Reply of the Government

In the budget for 1993.94, the Government have already announced
measures to protect the interests of domestic industry consequent to
general reduction in import duties. Import duty on several items critical to
the domestic industry has been reduced which include metals, chemicals,
components and raw materials. In addition, steps have been initiated to
withdraw exemption from countervailing duty on certain items to ensure
better protection to domestic industry. Similarly, excise duty on-.various
items has been reduced which include capital goods, power transmission
cquipments and scveral consumer goods.
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So far as apprehension for dumpi.ng 'of goods in t'he don;estlc Tarl;edt
consequent to lowering of import dutfc.s is concemed, lt'ma{'1 e men l;})lzse
that existing laws provide for imposition of' anti-dumping hl.lth; in th
cases in which the foreign supplier is dumping goods apd there yfcau;;ng
material injury to domestic industry. In tl!e past the mamt;nancc 0 (i t'g
level of customs duties together with cc.)mpre.hf:nsxve quantitative
restrictions did not necessitate recourse to the imposition of anti-dumping
duties. However as QRs are phased out aqd the general customs dutx get
reduced anti-dumping provisions may be mvokeq when the need arises.
The reduction of customs duty particularly on capital goods, raw rx?atenhls
and components is considered imperative in order to l:nake our u'1dustry
internationally competitive. Reduction of .central excise duties is also
expected to stimulate the economy. In view _91:' the fact that separate
provisions exist to counteract the danger of dumping, the fear of d“mP’_ﬂS
need not be a factor inhibiting reduction of customs and central excise

duties.
(Approved by Special Secretary to the Govt. of India)
[F. No. 339/1/92—TRU)

Recommendation Sl. No. 78 (Para 6.38)

The Committee are informed that the Ministry had tried to merge excise
and sales tax in respect of three commodity groups namely, sugar, tobacco
and textiles where additional excise duty at the point of manufacture was
levied alongwith basic central excise duty. The experiment has however,
remained confined to these three original commodities. They note that a
Commission set up to explore the possibility of covering more commodities
under this scheme recommended that five more commodities could be
brought within the scheme. However, this recommendation could not be
melemented because the States felt that it would shrink their revenue

ase.,

Reply of the Government
As the Committee have themselves obscrved that the recommendation

of merger of excise and sales tax could not be implemented for want of
Support from the States, no action is due on this recommendation.

(Approved by Special Secretary to the Govt. of India)
[F. No. 339/1/92—TRU]
Recommendation Sl. No. 79 (Parg 6.39)

The Committee recommended that it is high time when the Government
should undertake 2 comprehensive study of the Indirect Tax structure in
the country with a view to simplify the same and also for widening the tax
base. The Committee feel that this has become more urgent in lht:g context
of measures undgnaken for economic liberalisation. 7o object shoul?j cbxe
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to ensure stability in the tax rates for a reasonably iong period as well as
to reduce the Slabs of duties to the minimum.

Reply of the Government

The Government had already appointed a Tax Reforms Committee
under the Chairmanship of Prof. Raja. J. Chelliah to review the indirect
tax structure. The Committee had submitted its report in three phases.
Some of the recommendations of this Committee formed the core of
various tax measures undertaken by the Government in the Budgets for
1992-93 and 1993-94. The review of tax structure is an ongoing process
and the Government is committed to move towards a tax system which is
simpler, has a wide base with moderate rates of tax and promotes
economic efficiency, growth and equity.

(Approved by the Special Secretary to the Govt. of India)
[F.No. 339/192-TRU]
Recommendation Sl. No. 80 (Para No 6.40)

The Committee are informed that the policy of nurturing the small
scale industrial sector through exemptions and concessions in excisc duty
accounts for 45 to 50 per cent of industrial production in the country. It
is noted that to begin with these concessions were actually meant for the
tiny sector where investment would not ordinarily be more that Rs. 2.5
lakhs. The Committee, however, find that the Government have deviated
from this position by enhancing the ceiling on investment in such units to
a level which is disproportionate to the erosion in the value of rupee over
the years. In this manner concessions have been extended even to units
where investment would range from Rs. 30 to 75 lakhs. The Committee
feel that, if the share of small scale sector in the total industrial
productions is so high logic demands that the policy of subsidising these
units, even indirectly, would require to be reviewed. The fact that the so
called small scale entrepreneurs have been vociferously demanding
enhancement in the ceiling limit on investment puts a question mark
against the genuineness in their smallness. The Committee are of the
view that even though the basic policy objective was to encourage the
small scale units to grow ultimately into medium and big industrial units,
over the ycars, the smaliness itself has acquired a premium. It is,
therefore, doubtful whether all the small scale units are really small. In
such a situation it is quite possible that genuinely small scale units may
have been driven out of existence. Moreover, the Committee firmly
believe that al! units big, medium and small ought to contribute,
according to their capacity, to the Exchequer for the overall development
of the country.

Reply of the Government

The Govenment have recast the scheme of excise duty concessions to
small scale units and the thrust has been on giving more benefits to small



47

scale urits in the lower segments. The measures include, er;{mnc;:aom;3:l:hcs)fr
full excisc duty exemption limit from Rs. 20 lakhs fo Rss.3O ok m,
extending excise duty concession limit from Rs. 10 lakhs to ] . 3 lakhs to
unregistered units, while at the upper end of the smalilhscte;le sm be;zefit
units clearing goods between Rs. 50 lakhs to Rs. 75 lakhs the ):)ims
has been reduced from 10 percentage points to S percentage p ]
(Approved by Special Secretary to the Govt. of India)
[F. No. 339/1/92-TRU]

Recommendation SI. No. 81 (i) & (ii) (Para. 6.41)
The Committee recommend as follows: .

(i) The policy of granting exemptions and conc'essions in chlS.t:
duty to small scale units should be revicwed.immedlately to focus i
on genuinely small and labour intensive units.

(ii)tt -w L2 ] )

(ii) A Graduated central excise duty structure may 'be
introduced so that every unit contributes to the Exchequer accqrdlng
to its capacity and without according to its capacity and without
compromising its economic viability,

Reply of the Government
1f’0ints (i) and (iii):—The excise duty exemption scheme for srpall scale
units has been recast in 1993-94, thrust being to give more benc'fnts to the
Small scale units in the lower segments, as mentioned in Action Taken
Note in para 6.40.



CHAPTER IV

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH
THE GOVERNMENT’S REPLIES HAVE NOT BEEN ACCEPTED
BY THE COMMITTEE

Recommendation/Observation S1. No. 13 (para 1.26)

The Committee are informed that combat smuggling Government is
taking various mecasures like confiscation of smuggled goods besides
imposition of pcnalty and prosecution of persons involved in smuggling
activities. Moreover, the persons found engaging in smuggling activitics
are also subject to preventive detention laws. The Directorate of Revenue
Intclligence organises raids and searches and_ provides directions to
Collectors of Customs in combating smuggling. The Committee have also
been informed that anti-smuggling machinery has been upgraded by
poroviding sophisticated anti-smuggling equipment such as metal
detectors, night-vision binoculars, beggage X-ray machines etc. Customs
patrol launches and crafts alongwith inflatable rubber boats have also
been acquired for anti-smuggling activity. Efforts are also being made to
create awareness among people against purchases of smuggled goods.

Reply of the Government

Committce has becn rightly informed of the various steps taken by the
Government to combat smuggling activities. Field formations remain
vigilant against smuggling activities.

(Approved by the Additional Secretary to the Government of India)
[F.No. 715/6/92-CUS(AS)]

Recommendation/Observation Sl. No. 14 (Para 2.69)

From the data forwarded to the Committee regarding the amont of
contraband seized during the last 6 years the Committee infer that while
growing value of contraband items may be indicative of the scale of anti-
smuggling measures, it also underscores the fact that the smuggling
activities remain unabated. They are particularly disconcerted to find that
volume of traffic in drugs of various kinds has also been growing
consistently. This is evidently a matter of grave concern. In this context
the Committce welcome the measures like partial convertibility of rupce,
the facility provided to NRI to bring to India limited quantities of gold
and the scheme for gold bonds announced by the Finance Minister as
part of his budget for the financial year 1992-93. The Committee hope
that these steps alongwith the liberalisation of cconomy and the expected
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improvement in the quantity and quality of industrial products in India,

smuggling activities will abate.
- Reply of the Government

‘Government agrees with the concern expressed by the Cqmmittee on
smuggling. Smuggling is a clandestine activity and anti-smuggling agencies
do check smuggling to the extent possible.

However, the liberalisation of economic policies coupled with the
measures like full convertibility of rupee, gold/silver imports etc. will go a
long way in reducing smuggling. This is reflected by lower level of seizures
in respect of items where imports have been liberalized.

(Approved by the Additional Secretary to the Government of India)
[F. No. 715/6/392-CUS(AS)]

Recommendation Sl. No. 15 (Para 2.70)

The Committee wish to underline the need for the Government to
exercise greater vigilance in a liberalised economic environment. As the
new anti-smuggling schemes like the gold bond scheme and NRI gold
import scheme both have the potential of degenerating into a money
laundering devise, the Committee desire that the situation should be

monitored tightly and timely correctives applied. They also desire that anti-
Smuggling measures should be made more effective so that smuggling no

longer remains an attractive economic proposition.
Reply of the Government
Government appreciates the apprehensions expressed by the Committee
The declared objectives of the Gold Bond Scheme is to strengthen the

official reserves of gold. Government is also aware of the possible misuse
of Gold Import Scheme. Field formations and economic intelligence

agencies have been geared up and suitably alerted.
(Approved by the Additional Secretary to the Government of India)
[F. No. 715/6/92-CUS(AS)’
Recommendation SI. No. 29 & 30 (Para 2.84 & 2.85)

. "l"he Committee are further informed that even though a provisional time
limit of 3 to 6§ months has been fixed for finalisation of various categories
olf cases, in a large number of cascs the Ministry has not adhered to the
stipulated time limit. The delay in finalising these cases has, in fact, ranged
between 6 months to over 3 years.

The Committee are unhappy to note the above state of affais. They

::)pe that the Ministry will take carnest steps to bring down the arrears of
©s¢ cases as early as possible and desire that either the number of special
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Reply of the Government

Since these matters are decided by the executive officers in their
quasi-judicial capacity, the Ministry keeps a close watch on these
pendencies, especially those over 6 months, through monthly reports
from Collectors as well as the analysis done by Directorate General of
Inspections. The pendency position is also reviewed and discussed in
the periodical conferences of Collectors, which are chaired by the
Members of the Board.

Recommendation Sl. No. 62 (Para 4.87)

The Committee have been informed that the Central Board of
Excise and Customs obtains legal assistance from the Ministry of Law
in those cases where Department has to file statutory appeals to the
Supreme Court, and to defend appeals and Special Leave Petition
(SLP) filed by the assessees. Moreover, where legal interpretation is
involved with regard to formulatin of policy, rules and regulations and
the issue of notifications the Ministry of Law assists the Board. In the
ordinary courts the cases of the Board are defended by lawyers drawn
from the panel prepared by the Ministry of Law.

Reply of the Government
The para spells out the factual position.
Recommendation/Observation Sl. No. 63 (Para No. ¢.88)

The issues which have emerged and have been considered by the
Committee in regard to the adequacy of existing arrangements for
providing legal advice and other related assistance to the CBEC as
well as CBDT in defending cases in the Courts varios levels are
whether the Ministry of Finance can draw their own separate panels of
lawyers for CBEC and CBDT, without any prior clearance from the
Ministry of Law whether the legal advice and assistance at present
being provided by the Ministry of Law and its Branch Secretariats at
Bombay and Calcutta shold be an in-house set up within the Ministry
of Finance and whether eminent lawyers outside the approved panel
can bé engaged by the Ministry of Finance to defend cases having high
revenue implications, by paying higher fee without prior clearance from
the Ministry of Law. The Committee have taken not of various points
made by the CBEC, the Ministry of Finance as also the Ministry of
Law. While they appreciate that under the Allocation of Business
Rules of the Government of India it falls within the charter of
Ministry of Law to provide legal advice and other related services to
various Ministries including Ministry of Finance, they are, nevertheless,
in favour of greater de-centralisation in the existing arrangements. They
feel that while the Ministry of Law should continue to act as nodal
agency, there is scope for delegation of more powers in this regard to
the Ministry of Finance.
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Reply of the Government

Delegation of more powers to the Ministry of Finance, as suggested,

would be desirable.
Recommendation Sl. No. 64 (Para 4.89)

The Committee are of the view that engaging .a.parti.cular lfn?/yer or
drawing up a panel of lawyers is essentially an administrative decision and

pre-suppose the confidence of the client party in the lawyer. They feel that

the role of Ministry of Law in such matters should be advisory in nature

and the onus of such decisions should, ultimately, rest on the Mini_stry of
Finance and the two Revenue Boards. In case the advice of the Ministry of
Law is overlooked in a particular case the Ministry of Finance and the
respective Boards should be accountable for any inadequacy in the legal
defence of such a case. The Committeec therefore recommended that the
panel of lawyers including which fee lawyers should, ab-initio, be drawn by
the respective Revenue Board Collectorates and finally approved by
Ministry of Finance after time-bound consultation with Ministry of Law.

Reply of the Government
The Ministry of Finance will welcome the delegations.
Recommendation Sl. No. 65 (Para 4.90)

The Committee are also in favour of the Collectorate and equivalent
offices, which accounts for a very large number of Government related
litigation, to have ‘Integrated Legal Advice’ on the pattern of Internal
Finance. The officers who would be posted as Interal Legal Adviscrs
should be placed under the administrative control of the Ministry of
Finance while their technical control may rest with the Ministry of Law.
The cadre control of such officers should also rest with the Ministry of

Law. Thus the Committec aver would also facilitate expeditious vetting of
counter-affidavits.

Reply of the Government
The Ministry of Finance welcomes the proposition.



CHAPTER V

RECOMMENDATIONS/OBSERVATION IN RESPECT OF WHICH
FINAL REPLIES ARE STILL AWAITED

Recommendation Sl. No. 5! (Para 3.101)

The Committec are apprised that schemes exist in the Central Board of
Excise & Customs to give reward to the informers as well as to
Government servant who take exceptional risk and initiative in bringing
to light cascs of evasion of duty of seized contraband goods and
apprehend the guilty persons. They also note that even though the
reward is given as a percentage of the value of the goods actually sized it
is subject to a limit of Rs. 1 lakh on each occasion and Rs. 10 lakhs
during the entire career of an official. The Committee while appreciating
the necessity of rewarding informers for the intelligence provided,
consider granting rewards to public servants for better performance of
their dutiese to be bad in principle. In their view the expectation of a
reward may not only tempt the members of the search parties to over
reach their powers and cause harassment to the citizens but possibility of
reward for performance of duties can also weaken the defence of the
public servant against allegations of malafide use of power. In such a
situation he or she may no longer be deemed to be acting purely in
public interest.

Reply of the Government

Quite encouranging results have been achieved after the introduction of
liberalised reward scheme in 1985. This scheme has helped in curbing the
menace of smuggling in the country, as is evident from the seizure
effected during 1984 to 1951. The total value of the contraband goods
seized in 1984 before the introduction of the liberalised scheme stood at
Rs. 101.09 crores which was since then, shown an upward trend as per
details given below:

Recommendation Sl. No.- 52 (Para 3.102)

The Committee therefore desire that the existing reward scheme should
be substituted by instituting awards for outstanding and meritorious
performance in realisation of higher revenues for the Govt. They also
desire that quantum of such awards should be high enough to be
sufficiently rewarding. The amount of such awards should also be
reviewed from time to time so that their value and importance is not
diminished.

52



53

* Reply of the Government
Reward scheme is under challenge in the Supreme Court. Since the
matter is sub-judice before the highest Court, reward scheme will be
reviewed only after Supreme Court gives its final decision. .
(Approved by the Additional Secretary to the Goverament of India)
[F.No. 715/6/92-CUS(AS)]

Recommendation S1. No. 81(iii) (Para 6.41)
The Committee recommend as follow
(@ & . (iii) * . . » . .

(ii) Small units should be encouraged only_jn such products where these
units enjoy a distinct advantage and such commodities should be. reserved
for small scale sector.

Reply of the Government
Point (i) & (iii) L] » . L] ®

Point (_ii) The Department of Small Scale Industries and Agro & Rural
Industries have been requested to furnish their comments on this part of
the recommendation directly to the Committee,

(Approved by the Additional Secretary to the Government of India)

[F.No0.339/1/92-TRU]
NFw DELHI; DR. KRUPASINDHU BHOI,
April 18, 1994 Chairman,

Chaitra 28, 1916 () Estimates Committee.



APPENDIX I
(Vide Introduction of the Report)

Analysis of Action Taker by Government on the 17th Report of Estimates
Committee (Tenth Lok Sabha)

I Total number of Conclusions/Observations/ 82
Recommendations
II Recommendations/’Observations which have Total 40

been accepted by Government (Nos. 3, 4, 5,
7, 8,9, 10, 11, 12, 16, 17, 18, 22, 23, 31, 32,
33, 34, 35, 36, 37, 38, 39, 40, 41, 42, 48, 49,
50, 55, 56, 57, 58, 60, 67, 68, 69, 70, 71, and

75)
Percentage 48.80%
IIT Recommendations/Observations which the Total 30

Committee do not desire to pursue in view of
Government’s reply [Nos. 1, 2, 6, 19, 20, 21,
24, 25, 26, 27, 28, 43, 44, 45, 46, 47, 53, 54,
59, 61, 66, 72, 73, 74, 76, 77, 78, 79, 80, and
81 (i) & (ii)]
Percentage 36.60%
IV Recommendations/Observations in respect of Total 9
which Government's rcplies have not been
accepted by the Committee (Nos. 13, 14, 15,
29, 30, 62, 63, 64, and 65)
Percentage 10.96%
V  Recommendations/Observations in respect of Total 3
which final replies of Government are still
awaited [Nos. 51,52, and 81(iii)]
Percentage 3.64%
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APPENDIX II

of the Estimates Committee

i jeth Sittin
Minites of e By, the b Apri, 1994 from 1500 bt 1@

The Committee sat on Friday, the 8t

1610 hrs.
PRESENT
Dr. Krupasindhu Bhoi—Chairman
MEMBERS
2. Shn S.K. Gangwar
3. Shr B.S. Hooda
4. Shri R. Jeevarathinam
5. Smt. Sumitra Mahajan

Shri Rupchand Pal

Shri Kabindra Purkayastha
Shri Satya Deo Singh

Shri P.C. Thomas

Shri Braja Kishore Tripathy
Shri Lacta Umbrey

=00

—

SECRETARIAT
Shri Murari Lal—Joint Secretary
Smt. P.K. Sandhu—Deputy Secretary
Shri K.L. Narang—Under Secretary
Shri R.C. Gupta—Under Secretary

L] K L R *® 8 LR

S

b * % % xx LX)

3. The Committec then considered and adopted the following Draft

Reports without any modification/amendments:—
(l) b hed - s e
T - - s e
(i) Report on Action Taken by the Government on the
recommendations contained in the Seventeenth Report of the
Estimates Committee (10th Lok Sabha) on the Ministry of Finance
{Department of Revenue)—Central Board of Excise and Customs.
4. The Committec authorised the Chairman to make verbal and other
consequential changes arising out of factual verification by the respective

Ministries in these Draft Reports and present the same to the Housc.
5 % 3 *¥ % * ¥ » %

(3] L e xw -

The commitiee then adjourned.
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