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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authoriscd 
by the Committee, do present on their behalf this 7th Repart on the 
Action Taken by Government on the recommendations of the Committee 
contained in their 44th and 46th Reports (Third Lok Sabha) relating to 
Audit Report (Civil) on Revenue Receipts. 

2. On 27th June, 1967, an "Action Taken" Sub-Committee was 
appointed to scrutinisc the replies received from Government in pursuance 
of the recommendations made by the Committee in their earlier Reports. 

The  composition of the SubComniittee is as follows : - 
1 .  Shri D. K. Kunte Convener. 

2. Shri C. K. Rhattacharwa 7 . . 
' 3. Shrinlati Tarkeshwari Sinha 

I. Shri Sf. C. Shah I 
Members 

5 .  Shri B. K .  1'. Sinha J 
3. The  Draft Report was conridered and adopted by the Sub- 

Committee at their sitting held on 4th October, 1967 and finally adopted 
by the Pul)lic .4ccounts Commit tee on the- 1967. 

4. For facility of reference the main conclusions~recommcndations 
of the Committee have been printed in thick type in the body of the 
Report. :I statement showing the summary of the main recommendations: 
observation5 of the Coniniittce is appended to the Report (.Appendix V). 

:I. The Committee place on record their appreciation of the assistance 
rendered to them in this matter by the Comptroller and Auditor General 
of India. 

Sew D~r.111: 
N a r m ~ b r r  1% 1967 . 

.\I. R. !iI.AS.\SI. 
Chairrnnr~, 

Public .-lrro~rnts Co~nmif  lcc. 



GENERAL 

In this Report the Committce deal with action taken by Government 
on the reco~~~tl~cndations contained in their 44th and.46th Reports (Third 
Lok Sahha), which were presented to the House on the 4th March, 1966 
and 29th March, lM6, respectively. 

1.2 ?'hc ~~urnbcr  of recommendations contained in each Report and 
the number out of them to which interim or no replies have so far been 
received arc as follows: - 

Date of presents- Total No. of- No. of Recommendations 
No. of Report tion Rccommenda- to which only interim 

tions replies have been 
received 

1.3 It will he seen that interim repli'es have been received in respect 
of 2 recon~mendations (S. Nos. 28 K. 47)  pertaining to the 44th Report 
and 3 reco~~~rnet~tl ; t t io~~s [S. Sos. 16, 32 and 46 (para 1.196)] pertaming to 
the 46th Report. 

1.4 The st;ltcn~wt showing action taken on the recommendations of 
the Corna~itirr (.ontilitlcd in their 44th and 46th Reports (Third Lok 

' Sabha) have t~crr mtegori7ed under the following headings: - 
( i )  Kcc:onmet~datic,~rs ohwrvatio~is that have been accepted by Gov- 

ernment. 

(ii) Kecomn~enciations 'observations which the Committee do not 
dcsirc to pursuc i l l  vicw of the Government's reply. 

(iii) Rec.omn~e~idatio~is!'ohservations in respect of which replies of 
Gcn.cr11111rnt havr not k e r ~  ;ic.rcptetl by the Committee or which 
rcquirc reiteration. 

(iv) Rcco~~~~i~cndiitic~r~s~oI~~erv~ttiori~ to which Government have fur- 
nished inter in^ replies. 

1.3 In respect of a ni~tnber of recommendations the Committee 
observe that the hl  itlistries!nepartn~ctits have replied as 'noted'. It is 
not clear from wrh replies as to what specific action Government have 



taken or intend to take to give effect to the Committee's recommen&tiotu 
in letter and spirit. The Committee desire that Cwernment's replies 
should be explicit and self contained. In particular where remtedial 
measures are called for the details of action laken or intended lo be 
taken should be specifically sprlt out. 

1.6 The Public Accounts Committee in para 1.1 1 1  of their 46th 
peport (Third Lok Sabha) had expressed surprise to learn that Wealth 
Tax, Gift Tax and Estate Duty which are also direct taxes had not h e n  
authorised by Government for being brought under the purview of Revcnuc 
Audit. The  Committee felt that this should have been done simultaneously 
when Revenue Audit was extended to Income Tax. I t  was the considered 
opinion of the Committee that the scope of the Revenue Audit should 
he suitably extended forthwith so as to include all the central taxes with- 
out any distinction and reservation. 

1.5 The Committee are glad lo note !ha/ Covernment have now 
extended the statuto? audit to the Estatr D t l ! ~ ,  Wealth Tax and Gift 
Tax receipls and refttnds, and that the scopr of audit in respfct of these 
taxes will be the samr 0.7 i l l  the rnsr 01 Inromp T n x  rerrrip1.s ard refunds. 

1.8 The recommendations /observations in respect of which Govern- 
ment's replies have not been a&epted by the Committee or which require 
reiteration have been dealt with in Chapter 11. 6 



CHAPTER n 
i 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
REPLIB OF GOVERNMENT HAVE NOT BEEN ACCEPTED BY 
THE COMMI'I'.I'EE AND WHICH HAVE BEEN RElTERATED 

(Department of Revenue 8; Insurance) 

h'otr-levy 01 ,4dditiotial Excise Duty on Jute Batchirig Oil-Paras 3.37, 
3.38 a t d  3.40 o /  44tli Report (Third Lok Sabha) (S .  Sos. 32 & 33). 

In paras K.J7. 3.38 and 3.40 of their 44th Report (Third Jnk Sabhal . 
the Committee had regretted the action of the Government in givmg 
retrospective cxe~liption from additional excise duty, in the cwe of jute 
bathing oil, i ~ r  their ~lotilication issued on 26th December, 1964 although 
there was no legal authority empowering the Government to give exemp 
tion retrospectively. They had observed "The Committee appreciate 
that thew might bc 3 practical necessity to issue exemptions retrospecu- 
vely in some cases. They however, desire that the question of extent d . 
au~hority rcquired a d  of anlending law for the purpose should be 
thoroughly exalllined in consultation with the Ministry of Law." 

2.2 Thc Ali~~istr! i ~ f  Finance have in their reply dated the 26th 
August, 1967 stated: - 

.. . .. . . . . . . . ..after discussion with the .\finistr\ of Law, it is pro@ to 
takc ellabling powers for the Central Government to give retros 
pcctivc effect to excise duty exemptions under Centrdl Excise 
Law. l'he wotdiag of such a provision has in fact been findised 
and incorporated in the draft Central Excise Bill which seek 
to ro~~solidate and amend the existing Central F~cises and Salt 
Act, 1'944. This draft Bill at present is being resautinizd in 
consultation with the hlinistry of Law. Finalization of the draft 
Bill for introduction in the Parliatnent will however, take m e  
time." 

2.3 l'hc Camtniltcc rcgret to t~o lc  that the Minist?? of Finance have 
taken a c o ~ ~ s i d e m b l ~  l o q  lime in scrutinizing the provisions of  the Bill. 
They hope that the Bill in qltestion will now be dmfted in consultation 
wtlh the Mirrish-y 01 h u t  u v l h ~ u t  anv further delay and bnaugh! helm 
Parliement as early as possible. 



Duty foregone on Nitrocellulose Lacquers-Para 3.70 of 44th Report 
0 (Third Lok Sabha) (S. No. 37). 

2.4 The Public Accou~its Committee had observed in para 3.70' of 
their 44th Report ( T h i h  Lok Sabha) that "the question of separating 
the executive and judicial functions of the Collectors of Excise Depart- 
ment should be seriously examined so that the parties do not have LO go 
in appeal to the very same persons who had already passed executive orders 
in the same case". The Corii~~~ittee had further observed that "both in 
the Income Tax  and Customs Deparunents, Appellate Authorities have 
been separated fro111 the executive. The); would, thereEore, suggest that 
Government should consider the question of extending the same principle 
to the Excise Department also". 

2.5 The Ministry of Fi~~alicc in their reply dated the 24th August, 
1W7 stated: 

"Similar suggestions have been considered by Government earlier but 
havc not been found feasible .................. The matter could k 
considered afresh when the new Central Excise Bill (to replace 
the existing enactments) is taken up for consideration by Parlia- 

. ment." 

2.6 The Ministry of Finance were asked t o  suppl!. further intorrnation 
indicating the reasons why i t  is not feasible to separate t l ~ c  exccutivc and 
judicial functions of the Collector. They were further asked to state whe- 
ther- the new Central Excise Bill ha, bee11 drafted or 11ot wheth~r  the re- 
commendatiotls of the Committee havc bcerl kept in view wliilr. drafting 
it. 

2.7 The hiinistr~ of Fi~iaiire in their reply dated the 15th Scp te~~~her ,  
1967 have stated : - 

"At the outset it ma): be stated that even utlder the existing practice, 
appeals do not have to go to the ver?, same pcrsotis who passed 
the executive orders in the same caw. Attention in this connec- 
tion is invited to the provisions in rule 213 of the Central Excise 
Rules, 1'344--". 

2. "The q u e ~ i o n  of setting up an appellate tribunal as in Income- 
tax was considered more than once i ~ r  thc past. It waq felt that 
a purely judicial authorhy like the Income-tax rribunal niight 
place undue emphasis on ~cctlriical requirements which might be 
diflicult of accoruylishmciit. It would lead to delay in the settle- 
ment of disputes, encourage litigation in rcgar-d to cimilication 
of goods for duty purposes and ultinlaicly hamper clcara~ics of 
g o d .  T h e  existing s y s m  was cheap and fsrirlv quick and the 
volume of work was not likely to be sufficient to juntifv setting up 
of wholetime appellate tribunals. 'I'he analogy of i n w m a w  



- .  is not applicable to customs or Central Excise appeals; iocmc- 
tax is assessed with reference to the 'previous year' while custot~is . 
or excise duties are assessed before the goods are about to pass 
into consumption. 

3. "In this connection, the proposal for constituting Appellate 
Clollectors as in Customs was also considered. In Customs, such 
Appcllitte Collectors started fu~ictiorring only in April, 1963. 
'Thcy 1ie;lr appeals agai~ist decisions of all officers other than those 
of the Collector of Customs. The  Appeals against the decisions 
of the Collector of Customs still lie to the h a r d .  No change 
was 111ade in the procedure for dealing with revision applications. 
However, the experiment with Appellate Collectors was new and 
its \vorl;iug was to 1 ~ '  \vatched for sometime befor- any fin11 
co~iclusio~ls could bc drawn. In view of this, the d r d t  Central 
Excises Hill contains provisions only to continue the existing 
procedure under the Central Excises arid Salt Act. 1944 and the 
ruler made tl~creunder." 

4. "Recentl?, the Custor~is Study Team has examined the working 
of t l ~ e  :\ppellate Collectors and have rec-omrnended as fo!lows: - 
"92. Appellate n~acl~i~~cr!- somewhat o11 the lincs of Income-tax 

appcllatc tribur~als should be set up. They may deal with 
I-evision ;~pplic-;tt ions against the orders of the Appellate 
Ckdlectors ;I> aluo ag;~inst the orders of the Collectors. (5.14)." 

!IS. 111 caw of delai in setting up of such machinery, at least the 
appellate and revisionary functions should be separated from 
the esecuti\~c artd administrative functions by suitable 
arrangenrents at the Board's and Government's level. (7.15)" 

I'hc above ~rco~a~~ic~rr la t ic ,~is  arc still under coilsideration and it 
will ti~ke scnlie time before Goveniment's decision tilei-eon 
is available. It is also understood that Administrative Rc- 
forms Ci~nii l~issio~~ are looking into this very que4on. The 
Hoard 11;rs. therefore, kept tllc question open for the time 
being. 

5.  "'I'tlc h a f t  <:c.iltral Exciws Hill is still ~iodcl. scrutiny in consulta- 
tion with the hfinistr\ of Law, in the light of the comments and 
sti~gebtions r c ~ ~ i v a 1  fro111 the C ~ l l e ~ t o r s  of Central Excise, Direc- 
tor of Inspcctioti. Customs and C e ~ ~ t r a l  Excise and the col~cerned 
Ministries." 



Short levy of duty ott aluminium products-Parus 3.1% to 3.192 of 44th 
Report (Third Lok Sabhd) S1. No. 51.  

4.9 The Public Accounts Committee in paras 3.191 and 3.192 of 
their 44th Report had observed as under: - 

"The Committee are not convinced of the logic of the Board's darifi- 
cation of September, 1964 laying dAwn that aluminium pipes and 
tubes having uniforni wall thickness are assessable as such at h e  
higher rate of duty (i.c. 10 per cent ad valorem) whatever be the 
shape of the cross sections, whereas in case of extrusious only the 
tubular pieces having a circular cross-section are made assessable 
as such at the higher rate. They are of the view that the instruc- 
tions of September, 1964 issued by the Board in fact create an 
exemption in favour of extruded hollow sections, which could 
be given only by a ~wtification issucd under Rule 8 of the Ceuval 
Excise Rules. 'The Conl~nitter have already in another case, 
disapproved the practice of making exemptions through execu- 
tive orders. The  Coinmittec, however understand that with 
effect from 1-3-196.5, the tariff item '27-aluminium' has been 
a~nendecl so as to provide for levy of duty at the higher rate 
(i.e. 10 per cent Ad ualorern) for all extruded shapes and sections 
including extruded pipes and tubes. The Committee hope that 
in future such artificial disti~lctions will not be introduced in 
detcrnlinitlg the classificatibn of a product for lcvy of duty." 
Para 3.191. 

"As regards the applicability of these clarificatory instructions to 
earlier clearanccs, the Chainnan of the Central Board of Excise 
and Custonis agrccd during eviderlcc that the ruling could not 
be said to be rele\.ant to the earlier assessments particularly those 
made before the tariff was amplified in 1964. Logically a distin- 
ction could be drawn txtween the position before and after the 
inclusion of extrusions of the class within the tariff schedule. T h e  
Committee hope that necessary steps will now be taken to recover 
duty short levied in the clearances nlade prior to 1964." (para 
9.192). 

2.10 The  Ministry have sent a reply to these rewnunendations as 
follows : - 

"As already explained before the Public Accounts Commit~ee, no 
artificial distinction had k e n  introduced in determining the 
classification of hollow extrusiotis under Item 27(c). Since tlic 
trade practice and specifications in the technical treatise on the 
subject, viz., the Indian Standards. the British Standards and the 
American Society for Tecrting Materials Specification#, rccagnised 
the distinction between items of aluminium, produced by the 
process of c x t r u ~ b h s  and otherwimc for the purpose of their 



classification as 'Pipes and Tubcs' this distinction was acceptad 
and adopted for Central Excise Tariff also. T h e  September, 1964 ' 

instructions, merely clarified as to  what the term 'Pipes and 
Tubes' denotes and any extruded piece, which could accordingly 
be classified to be a 'pipe' or  a 'tube' was liable to pav duty at 
the higher rate. These instructionr, therefore, by themsel\-es did 
not create any exemption. 

The  clarification was to the effect that only those extruded tubular 
pieces which have circular cross section and uniform wall thick- 
ness should be classified to attract duty under Item 27(c) and 
!hat nl l  other hollozc~ rxtrtirio~rs will attract duty zs "cxtrudrd 
s l r a p s  nnd scc/ion.5 in any form or size" under Item 27(b). 

The  clarification being in the nature of interpretation of the term 
'Pipes a i ~ d  Tubcs' is to apply fight from the introdrtction of 
Item 27(c) in the Central Excise Tariff, i.e. 1-3-1961 as the n~lirrg 
did not alter the law but merely stated what, in the Board's 
view, the law was already. The  latter part of the clarification 
(as underlined ahove) indicated the sub-item under which those 
hollaw extrusions. which according to the instructions. could 
not be deemed to be 'Pipes and Tubes', were to be charged to 
duty. 

The reference in the evidence. tendered by the Chairman. Central 
Roard of Escisc and Customs. before the Public Accounts Com- 
l~littee almut thc applicithilit! or otherwise of the darificatory 
instructions to earlier clearances (during the period prior to 
1-3-64) ;tpp;wentl! was to this latter portion of the ruling. Since 
during the period prior to 1-3-64 extrusions as such were not 
covered under the then Item 27(b), extrusions other than pipes 
and tubes were not liable to pay any duty, though the appro- 
priate duty on aluminium in any crude form utilixrl in the 
manufacture of such extrusions was recoverable which had all 
along Iwen r e a l i d .  There has. therefore. been no short-levy and 
the question of effecting any recoven would not, in these cir- 
cumstances, arise. 

Moreover. acceptance d the recornmendations of the Public Accounts 
Cnnnrnittu will amount to disregarding the advise of the tcchni- 
cal experts :tnd the Ministry of Law. It will also mean dis- 
regarding the trade and commercial usage of the terms supported 
1)). I.S.S. and B.S.S. Standards. The alleged short-recovery dwing 
the p r i d  prior to 1-3-64, even if accepted. ,stands no chance of 
realisation since recovery t h e r d  is barred by the statutorv limit 
under rule 10 of the C ~ n t r a l  Excise Rules. 1944. 

T h e  Minister (Revenue and Expenditure) has approved of the stand 
taken by the Ministry in their inabilitv to accept the observations 
of the Public Accounts Committee. 



2.1 1 While the Commitfee do not desire to pursue 1he matter at this 
stnge, they frrl thnt, in detrrmining the rnte of excise duty, Goventmmt 
should ham taken into nccorrnt the market  due of the end product, apart 
from tmhnimlities involvrd. In  the present case as there was a rise in the 
value o f  rrlrrrrdrd tzrhulnr Pirrri /he Con~mitiee feel that to charge /Ire 
lowest M I R  of duty and /real  hen^ ns crude aluminium was no less inaccur- 
ntr /ha,, to trrnt them nc p i p r  nnd tribes. 

2.12 The Committe~ note thnt the position has been rationalised 
irom 28111 I'rbr~rnrr, 19(i.', b y  britrgi~~g nll ~xtnrdcd sections inclurling 
extrudrd Piprs n ~ r d  'ltrb~s Ir1rd;r n si~rglr iton of tarifl attrmting the higher 
ratr of duty i.e., 10 prr rort :1c1 valorem. 

INCOhlE ESCAPING ASSESSMENT 

(Paras 1.170. 1.171, 1.172 R. 1.173 of 4lith Report (Third Lok Sabha) (S. 
No. 4.5) 

2.13 111 paras 1.160. 1 . I  61 and 1 .I62 of their 46th Report (Third Lok ' 
Sabha) the Conmittee had pointed out that income to the extent of 
h. 26.64 lnkhs involving approximately a tax of Rs. 11.56 lakhs had 
escaped acwssment i n  the hands of a company. 

2.14 Rriefl~ the facts arc that a joint stock company had a paid.up 
capital of Rs. Mi!) lakhs. Rs. 38.i.l lakhs o f  this share capital stood 
registered in the name of one person and the balance of Rs. .i,OE)o was held 
by another. Of thc sum of Rs. 38.79 Iakhs, Rs. 38.05 l a k h ~  reprcuented 
preference shares entilled to a fixed rate of dividend of I0 per cent. No 
dividend wac however, paid on these shares ever since 1948. Though rhe 
shares sto -d regirtcred in the name of the two persons, they were actual l~  
transferred under blank transfer from time to time to certain other com- 
panies Iwlongirig to the same group. 

2.33 On Slst May, I9.i.3, a Mock of these shares held by one of these 
companies was trarrsfcnec! bv i t  to a second comparrv within the group 
which. in turn, sold all thew shares to a third company belonging to the 
same group. On illst Octnber. 19.55. dividend for 7 years was declared 
and the third company which held the shares at that time became entitled 
tb the entire dividend of Rs. 26.64 lakhs. The  dividend income of 
h. 26.64 lakhs k a m e  assewable in the hands of 'the third company for 
the assessment year I9.56-57 but that company did not submit its return 
of income for this year on the plea that i t s  honks had bcm seized by the 
Spcial Police E~tahlishment. An rx-prtc  aqscnsmcnt was, t h d o r c ,  made 
on 17th March, 19.58, estimating the income of the company at Rs. 86,488. 
The  dividend income of Rr. 26.64 lakhs in the hands of t b t  company, 
thus escaped asuessment. 



2116 The 4bmmittec in pans 1 to 1.173 ad the ramc i w  had 
felt that this was a deliberately devised and planned herme to evade tax . 
and ddraud the Government. They a h  felt .that special care wur neces- 
sary in a d n g  the companies and there should have been cctordination 
between the Income-Tax Officers dealing with them. The Committee 
regretted that the Income Tax Ofecer made u n n e c e s q  haste in com- 
pleting the assemlent without looking into the books of the company 
which were with the Special Police Establishment. 

2.17 The Committee desired to know the outcome of the present 
case. 'The Cmmrninoe suggested that R e c m r y  investigation should be 
made to discover the possibility of coliusion between the ~SWSIEC Group of 
companies and the revenue officers. They a h  suggested that cases per- 
taining to the other conipaniqr of this Group should be repiewed. The  
Cfimrni t tee emphasised that Government s h o d  take necessary measures 
to prevent recurrence of such caw.  

2.18 The  Ministry of Finance in their reply dated 13-3-1967 informed 
the Committee that: - 

"Thc observations of the Committee in paras '1.170 to 1.173 have 
hccn n o t d  by the Government and have k e n  brought to the 
notice of the officers concerned. 

Enr proper coordination in dealing with the cases of this group, they 
have t)ecri ccntralised with one Income Tax  Officer each in three 
Central Comn~issioner's charges at Bombay, Calcutta and Delhi. 
The Director of Inspection (Investigation) has been asked to 
s i ipe~~ise  investigations in this p u p  of cases and r e p o ~  the 
p r c ~ m .  It ma!, however. he observed chat the circumstances in 
which the asscrwuerir w\.as n~~,?de d o  not indicate any deliberate 
t~tirr \  in conlplet i ~ ~ g  the assessment. 

Enquiries arc in progress to find out the real beneficiaries and the 
fiti;rl outcome will 1w intinrated to the Committee. The  pc#oi- 
bilit! of collusio~l between the assessee group of companies and 
the K c v ~ ~ i u e  Oficcrs \\;IS exainined and the Directorate of Inspec- 
tion (Investigation) have stated that there is no such indication. 

'I'he cases of other ronipanies d this group are being reviewed. 
In order to prevent trccurrence of such caws, the question d tight* 

ing up the provisions ~r la t ing t o  filing of returns d d i v i d e d  
dcclareul and ;~ctio~t qpinst  failure to file the sarne is bcir]lC 
examined and necessary instructions are being irwrud." 

2.19 The Ministry of Financc ill 3 further note dated the 24th 
August. 1967 tiavc stated itrtcr nlirr that: 

( I )  "It is p r q x d  to asxss the dividends in the hands af .......... 
Ctd.. ;IS well ;IS in the hands of six nomineas as a protcctirv 
m e a m .  Investigations regarding real ownership are not yet 
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. * complete. Instructions have been issued to complete the inveuti- 
gations early. 

There will, however, be delay in completing the assessments as 
accounts books of ......... Ltd. were seized in a search by the 
Company Law Department in July, 1964, and are at present in 
the custody of Calcutta High Court. We are moving the High 
Court to allow us to inspect the books for purposes of assessment. 

(2) Cases of this group have been centralised with 3 Income-tax 
Officers, one each in Central Commissioners' Charges at Dclhi, 
Bombay and Calcutta. A review is being made by examining the 
returns under section 19A of Income-tax Act, 19221286 of Income 
Tax  Act. 1961 as well as records of the companies to check that 
items of large amounts of dividends declared have been accounted 
for by the shareholders in their respective assessments. Instruc- 
tions have been issued to expedite the review. 

(3) The  circular letters No. 64/163/66-IT(1nv) dated 29-5-1967 con- 
taining instructions were issued on h e  subject in this respect. A 
copy of each of them is enclosed." 

2.20 The Committee note that Government propose to assess the 
dividends in the hands of the Company as ulcll as in the hands of six 
nominees as a prolectirre measure and that instrrtrtions have b ~ c n  issued to 
complete early invesligations regarding the real orcwrrship of the shares 
on which diuidends have been distributed. 

2.21 Thc Commitlcc need hardly slress that Couernment should 
Mimplcte the inrwstigations ~ a r h  and take eve? raw to ensure that the 
tuxes due on the dividend reccir~cd by beneficiaries are collected. 

2.22 Thp Committee u~ould also likc to stress that the review of other 
companies in the Group should be completed early so as to ensure that 
lor@ amounts of dividends declared have been accounted for bv the sharc- 
holders in their incorne-tax relurns and that taxes due on them have 
not been evaded. 

2.23 The Committee would like Gozrernment to ensure that the 
instructions issued under thc Central Board of Dircrt Taxes letters No. 
64/16$/66-IT(Inv) datcd the 29th Afav, I967 on !he subjec/s of the 
Milure to furnish returns under Scclion 286 of Income Tax Act, 1961 and 
evasion of Income-Tax by blank transfer of shares by rnmpanies of the same 
group are strictly girten effect to by thr Income Tax Oficrrs, so that cases 
of such a nature do not recur. 
1 

NEW D E ~ I  
November, 13, 1 x 7  
Kartika, 22 1889(r) 

M. R. MASANI, 
Chairmen 

Public Accounls Commitlee. 



APPENDIX I 
44th REPORT 

Recommetidaliotrs/Observations that have been accepted by Goaemtnent 
MINISTRY OF F I N A N C E  

Recommendations 
The Cornmiltee note that lhe percentage of overall variation beliuceti 

the budget eslitnatcs and actuals for lax revenues, which was 14 in 1961- 
62 awl 18.24 in 1962-65, has come down to 10.99 in  1963-64. The  
Cotnmittec, lrou~crlrr find that the position in regard to the budget esti- 
mates of irrdir~idual items trazre not iniprated in the year 1963-64. AS 
against an orwrall tfariation of (;) 10.99 per cent in the tax revenue in 
the ycar 19tiS-64. there was a variation of ( ) 95.03 per cent in the esli- 
mate o/ excise dulies on coal 8: coke, ( + )  86 per cent on Iron & Steel and 
plus 33.71 per cetrt on I<ayon & S~~rthet ic  fibre and yarn. There was a varia- 
tion of ( -  ) 18.32 per cetrt in the casc of excise duty on sugar in the year 
1963-64 as agai~rst a r~ariatiotr uf ( - - )  30.54 per cent in the year 
1962-69. Itr lhe ca.w o/ sea custorrrs (imports), there is a variation of plus 
28 per cent and 20 per retrt on H.S.D. a~rd zlcporising oil and machinmy 
respecti~wl~ atd ( - )  2.5 prr cent irr kerosene oil and motor spirit. I n  the 
gear 1062&5, there was a wzriation o f  (1) 28 per cent under this head 
viz., Kerosene oil am1 nrotor spirit. There was a variation of (+) 31.19 
per cetrt under the h a d  "Corporation Tax" ordinary collection. In the 
casc of 7'nses orr inco~ue other ttrarr Corporation Tax, there was a maria- 
ti018 ( - )  .%.3 per cctrl under, the head "additional surcharge (Union)". 

[S. KO. 1 para 1.9 of Appendix XXI to the 44th Report] 

Frortr these u>rtlc rwriatiotrs utrder riifjercnt heads, the Cornn!itlee feel 
that the oiwall average variation urrcier tax mwnue does not give the 
true picture of the drflero~ce betu*een flre actwls o f  revenue receipts and 
the budget estimates. T h r j  lee1 tlrat there is ample scope for improvement 
in the prcparat ion 0 1  lire btltlgel cstirnates more accurately. Sitwe the 
Comttrittee had alrratly cot~rt~rerrled upotl the subject of  variation beltcecn 
the actuni., and the btrdgrt estittratrs 111 cfctail in their 27th atrd 28th 
Reports, they would like lo watch !Ire results of action taken by the 
Governnrctrt iu this rtspecl it, Prr@ratior~ ol the budget eslimates jo* thc 
year 1!)Ci.5-66. They, trou~rzvr, su,ggest that the Govcrtrmrnt shatrld keep 
a close uwtcir otr r~arintiotr brtu*ecn the actuals and the budget estimates 
and the variation excrecling 3 to 4 per crnt should be regarded as a matter . 
of concern reqtriring special rcnrcdial nleasures. 

[S. No. 2 pan 1.10 of Appendix XXI to the 44th Report] 
ACTION TAKEV 

A memorandum explaining h e  position is enclosed. 
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No. F. 8(15)=B/66 

MINISTRY OF FINANCE 

(Defiartmetil o/ Ecorzonlic Aflairs) 

New Delhi the 27th Oclobcr, 1966. 

The observations of the Public Accou~lts Committee in para- 
g~;opns 1.9 and 1.10 of their 44th Report (3rd Lok Sabha) were noted 
by the  Department of Revenue 6. Insurance vide their No. F .  2/4/66-Cus. 
(T.4) dated 13-5-66 for necessary action. In this connection a reference 
ie also invited to the note No. F. 8(6)-U/li(i dated the 2nd February, El66 
ferwarded to the Committee in reply to S. No. I of Appendix XVII of the 
n t h  Rcpurt of the Committee (3rd LC& Sabha). I t  was indicated therein 
ttiat the question d making al-ral-tgernents for collecting inforn~ation on 
maetcrs connected with the framing of the estimates under the main- 
m m u c  heads v i z .  Customs, Union Excise Duties and Income-tax includ- 
ing Carporation Tax  was under consideration. T h e  question of i m p m  
ring the budgetary tccl~niques in respect of the receipts under these 
r m u e  heads  has since been considered. 'The following steps arc now 
pmpmd to bt taken. 

(a) Lscisc Dtcbes. -l'he Central Uoard of Excise and Customs has 
a Statistics 8c Intdigeece Branch where the actuals as well as the esthliltea 
of productiw~ ud leverlue are compikd on the babis of idormation 
r a i d  fmm the W e c t u r s  and the adn~inistrative Ministries. A cbmgc 
has eow been introduced in that the infornuuo~l regarding the actuals 
and estimates of production is obtained from the Director General. Tcch- 
nical Development on the basis of which better cstirnatiotl would be 
p i g l e .  kt the time d the framing of the estimates the production 
mimates etc. w u l d  also be diwusd in a meeting of the officers of the 
Bod, the Economic AfFiairs Departtnent, the Director General. Techni- 
cat Dcvdoprnant and the administrative Ministries with a view ta faciti- 
rating better estimation. In addition. a continuous study of the produc. 
tion trunds, particularly of the major itmu, in order to make projections 
ka tha hture ,  baving regard to the developnlcnts taking place franc time 
m t i e  w d  alw io undertaken. The  assumptions made and the 
ar~ldts  of tbc review would also be comrnunicatcd to the Collecton for 
thtir guidoncc. 

I 

@) Cusfoms. -The Balance o f  Payn~enu statistics will bc utilized 
* for estimating the likely total value of imports and its break-up amongpt 

different commodities etc. and for estimating the Customs Revenue with 
rdnrnte to t k  data. Further. as in the case of the Excisc Kevcnue. 
a selective review in respect of Priwipal commodities, which account 
for bulk of thc Cur tam Revenue; would be attempted w regular inter- 



vals and the results thereof comnmnicrtad to the Collectors for their 
guidance. 

(c) Income Tax and Corporation Tax.  -The reveaue potential d 
companies which account for the bulk of the revenue from Corporation 
Tax is proposed to be studied continuously and necessary arrangements 
made for the purpose. For this purpose the following would be taken 
into account: 

(i) amount of an-car demand likely to be collected during the current 
year and the following financial year; 

(iij amount of demand likely to be raised and collected on the basis 
of returns (on provisional assessment or self-assessment) or on 
regular assessment, over and above the demand which has already 
been colIected as advance tax or by way of deduction at source; 

(iii) anloutit of advance tax likely to be collected during the crurent 
year on the basis of the last a s s e d  income or last returncd 
income; 

(iv) existencc of unabsorbed developnient rebate and depreciation; 
(v) the point of titne at which the companies enjoying tau holiday 

would Ix cnicrging out of the tax holiday period; and 
(vi) dcvaluation, upward revision of authorised prices, decontrol of 

prices or distribution o f  cot~imodities, liberalisation of imports. 
credit control measures, sharp variations in crop yields etc. 

Regarding Taxes on Income other than Corporation T u  a h ,  a 
continuous study, on similar lines of the revenue potential in cases account- 
ting for the bulk of the revenue is being undertaken. W s ,  a yru;rac 
&late will be made of the expected revenue from deductions of tax at 
source fnnn salaries, interest on securities and dividends where the vend of 
revenue collections could be estimated with a reasonable dqrcc of accu- 
racy on the basis o f  the actual collections during the past year and the 
normal potential of growth as inferred from the trend of growth in the 
past few p a r s  and other relevant factors which are known at the time of 
haming die estimates. In case of income from house property, business 
and profession, etc., the mcthcds of estimation would take into account 
the deniands for advance tax, the collections likely to be made out of the 
arrears dellland and the collwticms on completion of provisional assess- 
ments, after setting off the advance tax collections and deductions at 
mum. It is expected that the selective study indicated above would 
hcilicate better estimation of i~~come and corporation tax revenue. Ih 
vim of the arrangements k i n g  made, the proposal to appoint a study 
h u p  aa mc~itioncd in the note No. F.W(Ci)-B/G dated 2-2-65 is not being 
pursued. 

(A. R. SRrnALI), 
Joint Sccrrtary lo the Govurnmnrt of India. 



The observations of the Public Accounts Committee have been noted 
for necessary action. 

[F. No. ?/2/(i6-CUS.(T.U.)] 

The Conzmitlee also hope /hat the process of ttrechanrsation of the 
calculation work which upill ecotiotniw on certattt categories of sta8 would 
be speeded up. But i/ thew arr drficrrllips itr switching over to mechani- 
sation becau.re of lack of fore~gn exrhrrtlge or other factors, the stafl 
deficiencies should not be allouwl to cotrt i~ru~ indefinitely arid itnpair the 
eficiencv in revenue collecliotr. The Conrttrrltec, therrlorc, suggest that 
the Mtnistr?, should strike a balatlce awl take twcessrzry steps to an~elio- 
rate the presort di@ctill position. 

[S. No. 4, Para 2.15 of Appc~idix XXI to the 41th Report.] 

The rcco~umcndations of the Conitnittcc Iiaw ~ C I I  ilotcd for action. 
There has been progressive mcchanisatioii of the calculation work in 
the various Custom Houscs and 7 Calculating Machines havc bcen sanc- 
tioned in addition to the existing 27 calculatirrg niaclii~ics iu the Custom 
Houses. Adequate staff has also been provided for operating these 
machines. The question of purchasing 12 ruorc calculating machines for 
the Customs Department is under corisideratiori of the Government with 
reference to the availabilit!. of funds, surplus staff possibilities etc. The  
position is continually under watch. 

[F. No. 24/28/(ili-Ad.!'.] 

[This has becn vested b y  audit r i d e  Shri R. K .  N. Pillai's D.0.  No. 
3X0-RE\'; 3!)4-6.i 1't. 11, datcd 7th Oc.tokr, 1 W.] 

Rccommenda t ions 

The Commiltce note that rhe tiunibcr of rtrislakes detected by the 
Internal Audil Departmenl have been fairly large. Though itr none of 
these cases, mala fide have bcen al~ribulcd, a iew of lhctn have been 
attributed to carele~mess or negfige?lre. The Comnrillee feel that mses 
involving serious irregularilies due lo carcleutrcu or ncgligetrce should 
be laken more serious notice a/. 

[s. No. 5, Para 2.16 of Appendix XXI to the 44th Report, 1%54%.] , 



The recommendations of the Public Accounts C~mmittee have been 
noted for compliance and all Collectors of Customs and Collectors of 
Central Excise have been instructed that the lapses of the kind referred 
to therein should be viewed seriously and suitable action taken against 
the persons concerned. 

[F. No. 23,'3/66kus. III!] 

Recommendations 

The Commitltr ire1 that most o f  thr difirultiec could he avoided 
i f  the lnstructions issued hs the Board are clrarly ul'orderl avoiding any 
ambiguities or doid~t\iil points. The Committpc corrsider it a matler of 
utmost importanc~ that the Board's inslruclio?as i r r  the matter of classifica- 
tion etc. ore uni/orrnly i o l l ou~~d  by d l  rollerlorates. Thr? suggest that 
the Board shotrld also dnise  a procedure to prriodirally w r i b  and ensure 
that their instrvctions are correctlv and precisds rarrird out by all the 
collectorates uniformly. 

[S. No. t i .  para 2.18 of Appendix SSI to 44th Report.] 

The  suggestions have been noted for necessary action. 

The  Board has noted the Committee's observations that there is need 
to word the instructions issued clearly so as to avoid ambiguities or  
doubtful points. The Board also recognises the need to ensure uniformity 
of practice of classification and assessment of goods imported. 

The  Customs Studs 'Seam. which was set u p  by the Government of 
India. has in its report recommended (vide extract of recommendation 
No. I 9 0  appended) that a unit called the Central Exchange for Assessment 
Data should be set up for achieving systematic control over assessment 
for ensuring uniformity. The Central Exchange will receive assessment 
data from all the Coston1 Houses and proccss the111 with a view to 
ascertaining whether there is uniformitv in approach and also with a 
view to detecting errors, discrepancies, lack of consistency in assessment, 
abnormalities in valuation etc. so that suitable instructions may be issued 
to the Cmllecorates for rectifying the defects noticed. This will ensure 
that the Board's instructions are correctly and precisel!. carried out by 
ail the Collectorates uniformly. The Empowered Committee which 
examined the recomniendations of the Customs Study Team has accepted 
this recommendation and it has been decided to set up a Central Exchange 
in the Board's office on an experimental basis for 6 months; the details 
am being worked out. 

F. No. 2/ 1 /WCus. (T.U.)] 



(190) .For achieving systematic control over assessments, for ensuring 
uniformity and for equipping the department with useful data, 
a new unit called "Central Exchange for Assessment Data" should 
be set up. 

The  Committee consider it unfortutrale that in spile o\ s pror~ision 
in the Act that the date of the Bill of Et~try was the dale which replaled 
the rate of duty to br charged, incorri-ct procedurr o f  charging duty in 
force on the dale of reversion of zressels to coastd trade utas followed in 
some Collectorales for several years, ulifhoti~ tltc knou~lcdgc of the Board. 
O n  a reference receirvd from one Collector, I.au~ Ministrf.\ opinion urns 
obtained only in March, 1964 nrrd cirrttlatrd to all thc Collcrlors tn  April, 
1964. The Committee u+ot~ld likc t h ~  Ronrd lo tnkr d l t ~  notr of such 
c . s  of administrative faihrrr. The Comrnittre trust that rorrrct prore- 
dure is now being follou~cd in all thc Collcrtorat~s. 

T h e  main reason for this /ailtrrc coruisls in the inrlulgi-nce shown 
by the Deparlment to fhc ships in allouvkg them to file their bills of 
entry in respect of ship's stores longafter their rmcrsion to coastal tt'ade. 
In Pum 29 of their twenty-seventh Reprirl (Third Lo& Subha). .the Com- 

' mittee havc stronglv deprecated imrdinntc delay of four to tive yedrs, 
and in  some cases even nine years, in filing bills of entry bv the steamer 
agents and the Deportment's acquicsccncc in allori~ing it. T h e  Com- 
mittee m'temte their earlier recornmndations and desire that thr pocc- 
dure should be streamlirred as early as possible. 

The Committee would also d i k ~  the Board to cxamitte the rucrs w h m  
rk pla of time bar is taken from the point of aim of hunching 
~ T O I ~ N  t ion. 

IS. No. 7,8 and 9, paras 2.25.2.26 and 2.29, Appendix XXI ,  44  Report 
1 965 .] 

ACTION TAKEN 
I 

Regarding para 2.25 of the Report.-It is  cmhrmed that the sanvct 
pP&aure is nor being followed in all the Collcctorates. 



Regarding pura 2.26 of the Report,-The recommendations of the 
Committee have been noted. Whether any amendment of the Customs 
Act is necessary to provide for a separate basis for assessment to duty, or  
m e  other arrangement is necessary to ensure prompt filing of bills of 
entry, is also being considered. 

Regarding para 2.29 of the Heport.-The question of launching pro- 
secution against the partieo for not filing bills of entry in time has 
been examined, but the Ministry of Law have advised that there i \  no 
case for prosecution. 

[Duly vetted by Audit] 
[F. NO. 22!4A!(i4 LCII.] 

Recommendat ions 

The Committee wortld like to know about the outcome lo of the court 
case and about lhe recoztnits mndr in these 74 cases relating to T~i t iconn 
Port. They hope that drrnands ulill also be raised i t i  rrspert o/ anv othcr 
cases that tnight have occurrrd at Tuticorin Port during the period 
1962-64. 

[S. No. 9, para 2.28, of Appendix XSI to the 4-1 t h  Report .] 

T h e  writ petition filed by one of the parties was decided in favour 
of the Covernment. But the party filed a writ appeal in the same 
court which is yet to he dispsed of. T h e  party was granted interim stay 
by the court. In all the $4 cases supple~nental denlands were issued. 
but a5 the cases were time-barred i t  has not been possible to recover 
the duty shor-t-levied from the parties in any case. It has since k e n  
found that during the period l!W-64 there was one case of short levy 
;unounting to Rs. 2.13ti.08 at Tuticorin. Supplemental denland has 
been issued in respect of this case alw. 

[Sot yet vetted by Audit.] 
[F. So.  22,'drlj ti4 LCII.] 

T h e  Cornmittre arc nrrpflpflsed how thr Cochiri n d  dladvas Collecto- 
ntes did not follow the instructions issued b,v Goirrr~rr~rnt in .4pn'l, 
1960, ulhile other Collectoratcs ut~drrstood them cunrctls. particularly 
wken thc instnrctims were clear to the Boord and othcr Collcctoratcs. 
But for the o~nissiorr being brotigltt to the wlicr of the Ministry by 
Audit the undrrsrsrsstnc.nt u*otrld haiv conti~rticci in the two Collectoratrs. 
The Secretarv o[ tlrc Deprtmcttt of Rnwnrtc promisrd that the matter 
u f ~ u l d  be rsanrinrd ftrlly. Thr  Cotnrnitt~r u*otrltf litir to ANOW the 
outcome of this raarninntiorr. 

[S. No. I I ,  para 2.58 of Appendix XS1 to 44th R e p t .  IW-titi.] 
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T h e  matter is under examination. A further report will be sub- 
mitted to the committee as soon as the exiirni~ration is completed. . . 

[F. No. 21)/23/(iC<us. I.] 

T h e  matter has sinre I)ce~l exstnitled h y  the Secrc~irry of this Ministry. 
T h e  the11 Collector of < ' :us~o~~rs.  hl;itlr;~s has hren informed that if any 
doubt existed in the n1;lttcr the Ctlbto111 I-1o11sc s1101ild h;iw followed 
the general instructions \\.hid1 lay tlo~cn that whclr ~ h c  Collector is in 
doubt at)out assessment the higher duty is to Iw charged leaving it to 
the trade t o  agitate for ref'tintl, if necessary, and further that the rlarifica- 
tion of the Hoard when I)rot~gllt to his notice should have heen imple- 
mented straightaway and this al;ittcr titkc11 up with ttlc 13oard later if 
there was still an! doubt regarding ii\sc.isnlcllt i l l  Iris n ~ i n d .  

T h e  attention o f  all Chllcctorb of Crlstoms has al$o i r e n  drawn to  
the s t a n d i ~ ~ g  inst~.trctions on the s~~l)jcc t alrtl tlw! 11;ive I)ccn informed 
that these should bc strictly adhcred to. 

1nstr11c.tions have also l)een issuctl c.l;trif\i~~g wl~cn electric motor 
imported with nr;~c-hi~ter\ I)c.ccm~c. li;~l)lc. t o  ;~tltlitiol~;~l (Countervailing) 
duty. Caws of ~nis in tcrp l r ta t io~~ arc. thrrcforc, not likclv t o  rcrur. 

R c c ~ m r n c a ~ t  ion 

It was dr / )~scd  hrforr t h ~  ~ o r ~ ~ t ? ~ I ' / / r c  tknl / / i f  nrictnkt 111 Jfndras 
Collrclorntt arosr hrmtr \r o\ n slwt i~rl fmc.rdtr rr t~Itmd3\' [ollonwi in the 
cast o( machinrr~ rotrl rnrt rolrtiptl ttrrtrts ir)~drr zr*hrr/r rom/rr~trrtrt jnrls 
importrd srt~nrntrl~ u ~ r - r  trot c11hjct.1 t o  tirw rli/frr-ctrt mtrc. I\ so, thr 
instr~tdions isswd ill .4/1r1/, l!MiO slror1111 h v  ~ I W J  rl(~r~fird this aspct .  
In all msrs wirprt rhr (;oi~errimrtrt irrstrrrctiotr\ crrr likcl\~ lo rlnsh with 
tarlicr inrtrrtctions, tlrr mnttcr slrorrld I I C  rlarifirti bruontl (rrly doubt. I t  
1s also rrgrcttat~lr that a co/n of t11r c.lnrifi~~~ttorv ill s t r~~rl ion .~  isstierf i n  
Afq, 1963 war trot srrr~ tr) rill Ilrr Coll~ctorc., rt~irh tlrr r r s ~ ~ l t  tlrnl Aindras 
Collrrtornlr ronttrrrrrrl thr Prrrrtirr a/ nwr.lcllv o/ t~orctitrn~n~l1trg dritv on 
cleclrir motors till Lkrcttr hrr, I!YiY. 7 . h ~  (:r~nrmitlrr .sr t f f f i t s t  thnt i n  aN 
cases ulhrrr thr Minislry i.r.stttr1 clnrificalions on itnjmrtanl points of doubt, 
copies thtrraf shortld invariably bc rirr~tlntrd to rill t l ~  Cnl1rrtor.t. . 

[S. So. 12, para 2.39 of Appendix X X I  to 44th Rcport, 39135-66.1 

The  suggestion of the Cmmmittec hao h e n  noted by the Gavcmment. 



FURTHER INFORMATION 
It has all along bcetl the gcncral practicc to endorsc copies of all 

important communications to tlrc Collectors of Cusionrs and Central 
Excise for their infornratioir al~cl guirlancc. Howcvcr, on the specific 
omission in thc irlstant caw I)eillg pointctl out by thc I'uldic. ,.lccaunts 
Committec, cxtra ca1.c is now hcing CXCI-t.iscd to ensurc that all important 
comniunira~ions arc forwardccl to all tlrc Collectors. 

[F. So. 201 7 l /ti;-Cus. I.] 

The Conrtrrrllrr u~ortld lilic to bc it~(c~~rtrrrl of the crilrriun ncloped 
by the d\latl,as Cu.\/orrr I-lorise in clccitlirrg that rro dnl? was fourrd leuiable 
irr 630 caws. Tlrc (;ortr trriltc,c. hope Ihnt llrr ~wrrtlitrg c a w  u.orrld be 
firrali.wtl rtr rlv. 

'The Collccto~ of <:ii~tonn. 31;1tl1;1\. lrns rcp~rtecl t t ~ i ~ t  thc criterion 
adoptcd b! the <:uctonr Housc in clr tc~mitri~~g the Icv?- o f  counte~tailing 
duty in the cases rchtitrg to tlrc pwicd fl.o~n IS-5-63 to 2.i-12-ti3, and 
also in respect o f  importittions itftc.1, 2.;-1".6::. i5 I ) ; tw!  on Government of 
India. Minisu: ot I :~ I I ; I I~CC ( l ) cp ; t r t~~~c i~ t  o f  Kcvc~rt~e) letter 50. 1:). 3 a , W  
Cus. I,  rlatcd 1111: !?Is1 I ) e tc~~i lw.  I ! W .  It i \  5t;ltcd therein that if the 
asscssnlcnt of tlrc niotor is tnade i1s onc irrtiile illolrg with the machine 
or equipl~~vnt.  ; I I ~  i t  i* not ~.eg;trded as ;I wparate irrticlc then IIO counter- 
vailing tlut! \\-oultl Ijr lc\i;rl)lr OII it. 11tit t11at to t ln te~~ai l ing duty would 
k lcviablc il i t  is r.c~g;~rilcd as ;I scpu-;rlr .~rtic.le for ;~swss~ncrrt, even 
though its i ~ s s c h ~ ~ ~ e n  t is m;tdc a3 a co~uponcn t part of nrachi ncr\ under 
the p r~v i so  to Itc111 So. Z!jli)I.C.*I'. t40wc\cr. the whole qucstion of 
tlon-lc\.> of r.outrtr~.\ ailing dut! ou clvc t t k  lnotors in co.tain cases at 
Madras (:u*tolu Houw w,~s iitlclcs cs;~~.rriir;~tiot~ of thr < ~ o v e r n m c ~ ~ t  as 
per rcruarls OII the r c r . o ~ ~ r ~ ~ t c ~ l t l ; ~ t i ~ ) ~ ~  con ta i~~ id  i l l  P;II.;I 2.58 of the C o w  
mittcc's Kcport unclcr lefc-rc~ric. S11c.11 csa~nination hiis since Ixea conG 
plcted aud ;I I-epl! I M  I)cr~r iw~rcl  in rcqwr-I o f  para 2.38 of the Report. 

Tl tc  Cortrmiltrc toke rr st.rious i ' i t * ~ .  of t l r ~  iss~rr of dotrblr refund 
in this case, rt*tric.lr armr orr ncwrrtrl o/ ti) life ernisi t~r to litrk UP the 



+pers of the second application with those relating to the first applica- 
tion, and (ii) the failure to notice this omission even by the Internal 
Audit Party who presudiled the bills before pryntent. They would like 
to know the action taken against the persons cor~cervrecl. The  Conrmillee 
also desire that necessary itrvcstigation should be made to eliminate the 
possibility of oficial con~plicit? and/or couspiracy. The  Com~nittce also 
desire that the Govenrment should satisjy that the sysletn relating lo 
reccipt and filing of refund applitatio~rs takes adrqunte care against 
issuc o/ such dolrhlc refunds. 

[S. No. 1.5, para 2.51, Appendix NXI of the 44th Report.] 

The observations of the Cbmmitte hare k n  noted and have also 
been brought to thc notice of all concen~ed. 

2. The appraiser and Audit Clerk conccrncd responsible for their 
lapse were warned and directed to be more careful in their work in 
future. 

3. The system relating to receipt and filing of refund applicatio~ls 
so as to guard against issue of doublc refunds is furtllcr k i n g  cxamincd. 

4. This has k e n  vetted by the Audit. 

[U.O. F. No. 16/19j6ti-L.C.I., dated 17-3-1966.] 

( 1 )  The Cornmilfee arc far from happy over the nutitter i n  which 
Customs Tarifl was maintained in the Custom Housr. The  fact that 
the particulnr fool-note under Ilcrn 72(20) had brrn mncellcd escaped 
notice at three stages. First when the Appellate Collector psscd orders 
on the appeal for reassessment he consultcd an old book. It is serious 
that the Appellate Collector upas not @led u d h  upto-date information 
regarding tarifl. Secondly the omission uws not noliccd by tire Custom 
House at the time of making reacsessmenl. Thirdly the internul Audit 
Party also failed lo detect the mistake when rlrq prc-audited the refund. 
The  Cotnnrittce feel that it is a strange coincidence that all the three 
agencies failed in detecting this. T h e  Comnritrce arc surprised at the 
plea of Minidry that in case of C;ovcrnmolt imports, the Cttstorns oficers 
did not always take all pains as they did itt the cmc of private parlirs. 
If such a tendency exists among the oficers, the Cornmillre strutrgly feel 
that it needs to be curbed, as it not oaly reflects on flte efficiency of the 
Dcparttnctrf btct also amounls lo applying double slamiards to two types 
of assessecs. 



( i i )  T h e  Cornnsiltee dwire t h t   he work regarding lhe revision of 
forms should be conlpleled as early as possible and it should be cnsured 
$hat in future books in the Customs Ho11.w~ are kept trpto-rlote. 

[S. No. 16, I'ara 2.54, Appe~idix XXI of thc 44th Report.] 

i\C1'10~ .I'AKES 
The observations made by the Coln~nit~ec have bcen brought to the 

notice of all coriccmcd and i t  has been inlprcs.wd upmi them that in 
future care should be taken to c~isurc that C;usto~~~s '1-ariff is corrected 
imrncdiatcly on rcrcipt of the copies of notilit atiot~s. it~str uctions issued 
by the Govei.~in~cnc so that such lapses do not rccur. 

2. This has kc t l  vetted bj the audit. 

[U.O. k'. So.  16: 18,6(i-LCI, dated 50-8-66.1 

T h e  Conttrtilter ronsitlrr lltr ttlislnke as r m o . T  rrt~tortn?tatc attd hope 
that olfrcer:, u ~ i l l  be nrorr cnrrfrrl ill {trluvc. 

[S. So.  17, pala ?..ill of Appcndix S S i  to 11th Rcpr t .  I!)Ki-tiCi.] 

h'ecessary instructions in the luattcr ha\c bccm issued LO the Customs 
authorities at the ports. 

[F. So.  20: 19 '66-Cus. I.] 

Hecomn~enda t ion 

T h e  Corn rrrrrlec arc ~uriuiwcl olio. tlrr @rfrtrtctor? nratrircr irr which 
the original aws.~tnort uaus rrrade 6s the oflicer uithout goittg through the 
relevant litcratuw to find out the furrct~utcs oj llre cqui#mtrrt. Tltc fact 
that the rquipwetrl u+as lo be fsported a d  rrio~f ol the. c i l c l . ~  war lo bc 
rtfutlded does taut f u i l i \ ~  l/re otrtissiort. 'I'lrc C'orrrrrri~tc.e cle~irc t h d  rrcccs- 
ury instt.uctiotu slroulcl be t~sirccl to ti11 ~orrc.e~.rrrcl lhal duty sliorrld be 
assesred etrd Ir~ricd with fu l l  curt- arrtl x i g t l a ~ c  irt c.*pccliirc. ol tire f ~ t  
urhefher the sclnte umulcl hc rrlrrrrdcd it artd uqhot rlte itttporlrcl dorm arc 
exported later. 

[S. No. 18, p a ~ ; ~  ?.tit of .\ppcndis S S I  to 44111 Report, 1965-66,) 

h'cccsar\ imri urtions in ttic m;lttcr tlavc kc11 issued to thc Customs 
autlw>rities at the ports. 

[F. SO. 20,' l8/M-Cus, I.] 



Rccunmrcndat ion 

The  Cotramitlee reiterate lire obsemation made in para 26 of tksir 
Twenty-stvetr tk Report ( Third Lok Sa bha) that ovcr-assessment is as much 
as irregularity ar under-asscssrneut atrd il causes undue hardship lo public 
for no fault of Iltcirs. Ovcr-nssrssttrotl also rrsulls (rotn the snrtre type 
of, failure atad mistakes as arc rrspottsiblc for ttrider-asses.stttetr./. 

[S. No. 18, Para 2.62 of Appcridix SSI of the 44th Report.] 

The Co~~imittce's earlic~ rcco~i~~r~ctitli~tior~ co11ti1111ed in p.11il 25 of 
their 27th Report was brought to thc notice of all conrcrllcd. 'I'liis i s  
again being brougllt to the notirc of all C O I I L C ~ I I ~  fo1 guidaucc. 

Para 2.83.-(i) 7'hr Conrrrritler regtr.~ lo ulrsen~r thal lhc fraud Itad 
t a k n  place ifi this case due to de/crtivr procdrrrr nf ~rrese?rlatiorr 01 
bills of entry for paynrcnl nf duly. The Cotrrttritlc~ a1.w karttt drrr~ttg 



evidence from the Chairman, Hoard of Customs Ci Central Excise that 
as early as 1057 cc rase of frnrcd it1 pymenl  o f  C~istotns Dtdy came for 
their notice. In artother rase a frnttrl irrr!olrring non-papmcnl of Cus tom 
du ty  rifas brought to the notire of the Departmml in 1954 as a result of 
urhirh ,411dit strgpstrd to Gmwrnrnrn~ r ~ r f a i n  nrrartirrs to prm-nt recur- 
ring of surh cct.srs. ,4gtrin itr I0A.l. Arrdit rnadr crrtaitr olhrr suggrstions 
ns n r~sttlt of this m w .  7'hr Comttlilter regre1 to ttolr that in spit? of 
thcsi rnses tto rl frrt i~~e sytrnt 7~na dntisrrl lo rlimitiale thrir orcrrrrenre." 

"Pnra 2.84.-(ii) T h ~ y  nrr n1.w .~rrrpri\rrl to fitrrl tlrnt otrrx tltc Bills 
of Entrv hod b c ~ n  n/)l)rriist~/ tlrosr rclercr giiwr to arrd remainrd in the 
possession ol 1.1rtr ring agc.n/s ntrci the Customs authorities did not h a w  
any m~nrrr to chr1.1: nr I / I ' I P C ~  nlterntinrr or jrntrtl. Tlrr clrnring agents 
were free to tnatripulntr flrr dortrtnet~ts i (  nurl whrn they liked. It reveals 
that thr ri~holr nppmiiittg nntl drpositing cytrrn prcvnili~g it, the Ctisfom 
Hotrsr ir dr\cr/irtr. 



In the case referred to in para 2.69 above the Bills of Entry were 
presented in the name of the Clearing Agents M/s. Sanyal & Company 
who in fact had lent their name to \'. D. Arya and his Co. M / a  Veekay 
Agencies and the latter were performing the functior~s of the Clearing 
Agents. The Clearing Agency Liccnce of MIS. Sanynl & Company has 
sirke h e n  cancelled. As regards the general ohscrwtions made by the 
Conimittee in the para, the\ h:we been brought pointedly to the notice 
of the Collectors of Customs for compli;~wc. 

2. The  recommendations of the Public Accounts contained in para 
2.73 hare been noted for appropriate action. 

3. The  recommendations of the Committee contained in paras 2-83. 
.2.84, 2.85 & 2.89, have heen noted for appropriate action. This Ministry 
have alwa\s been making efforts to prcvcllt frauds and are, even at present. 
examining certain propo\als for retifying thc prc~cedural drawhac.)ts which 
leave scope for frauds. 

4. As regards para 2.W of the Rcport. tlrc Speci;~l Police Estahlish- 
ment have not \et reported any collusion of Custonis oliick~ls in the fraud. 
The  action against the Departmen~al Officials, if ;in!, will be considered 
after their statements in the Court of Law are rt!c.orded as they are impor- 
tant witnesses in the caw ;~g;iinst Shri 1'. I). Arya. 

5. The observations of the Com~nittee contained in para !?.!)I have 
bcen noted for compliance. 

S. So. 20. 1'ar;r 2.4.*~--1Sesidcs noting for ;rppr~opri;itc actior~ the rccom- 
mendations of the Public Accounts Committce c.ontairied in para 2.7.5. 
the Central Board of Excise and Customs have iswcd instructioas to all 
the Collectors of Custon~s at various port\ to note thc reco~nmendatior~r 
of the Puhlir Accounts Committee carcf~tll\ and put the same into dfect. 
They have also been asked to c n m ~ ~ r a g e  Customs Omcials to check up 
the identity of persons coming to do business with the Custom Houses 
io all caws in which they fecl any doubt about thc identity or bona-fidts 
d such persons with ;I view to check imprrwnation and unnuthorised 
pcrlwns dealing fraadulcntly with the Cus~orn Ho~tws. A copy of the 
instructions datccl 10th December. IWi isat~ctl to the Collertors of Customs 
in this Ixhalf, is enc,lowcl herew;th. 



FXYRESS DELIVERY 

From 

Sir. 

2. 1 ;IIH 10 I (acl~~tsst I ! I . I I  tI l(* 1.~c.cip1 of thew inst V I M  t  ioni 11i;ly kindly 
be acLtlo.c\ lrtlgt.tl. 

Y o ~ ~ r t  fnithfnlly, 
(M. /-) 

(:I. C. S.\LIUANHA), 
( 'rtdrr Srcrcla y, 

(,'crit,tul Ro:tvcl of I.'.vri.cr & Customs 
3 - a  l LS PAC, 67 



S. No. 21, para 2.89.-It has been reported by the Collector oE 
Customs. Calcutta that it has not Ixen possible to olmin it copy of the 
ji~dplrnenr in the case against Shri V. D. A r y ,  which fitilctl in the City 
Sessions Court, Calcutta. In ttw absence of a copy o f  the judgment, it is 
not possible to state thc grounds on which the c;w f;~ilctl. Ifforrs ;~rtt 
k i n g  made to ohtain a copy of the judgment. 

9.  As regards, the fate of othcr li1.e caws, it is le ;w~t  that thcse cases 
are still lw~t l iog trial. 





~ P Y  OF PARAS 2.101-2.103 OF ~ ~ ~ ' 4 4 l ' l l  REPORT OF TIW. P.A.C. (1963-66). 

2.101. The Committee are coostrained to find that goods which were 
confiscated in 1951 could no, be tfisposccl of till I!)!)? due to lack of 
understanding bctween Railwa\s and the (:ust.o~i~s 1)clxirtrncnt. 'This 
rcsultcd in a hcavy amount of Rs. 10.85 I;ikhs I ) c i ~ ~ g  p a i d  by the Customs 
Department on account of wharfage 011 goads a~ltl loss on ;~r.c:ount of 
less sale proceeds l~alised by the Customs l ) c p ; ~ r t ~ ~ ~ ( ~ i ~ t  O I J  ituctioni~~g the 
confiscated goods as the goods detcrio~.;itcd whilr I!ilig ~v i r l r  Kailwny for 
years togctllcr. 'I'his is borne out I)! ~l lc  F;KI that 4'11) 1);1gh o f  ccmcnt 
when auctioned after the pcriod of s i s  !c;ii.s f'ctclrcd o i ~ l \  Ks. 100 while 
wharfage paid on them was Rs. I :1 I ,I!)!). 

2.102. The Committee feel that had tinicly action hccn takrn in 
disposing of confiscated goods thc paywnt of a hugc a~nount of  wharfage 
would have bee11 avoided and alw IWLLCI. pri[cs could ~ ; I \ c  ~ C C I I  reali~cd 
in disposal. The failure of the 111.0 orprliutiorlh of C;ovcr~in~c~~t to conte 
to a settlcnlent for so many !car> is i~itlrtd ~c!gictial)lc. 

2.109. *l'hc <:ommittee are u~lat)lc to ;Ipptrc iarc tlrc iiicliffct.ci~cc  show^^ 
by the Customs Department in dealillg wit11 thi4 c;~sc. 111 their opinion, 
ever1 if t11c Customs Dcpartrntlr~i had c . c ~ i l < t ~  uc tcd :I gotlor\.n io storc the 
goods the cost of conwuction of gociouii i r i l t i  r~i;iilricii;rlrt c c h;~rgcs would 
have pcrllaps k c n  lcss than tllc ~.li;~rf.rgc p i t i  I O  K i i i i ~ i i \ \ .  'I'llc! trust 
that thc C:u.to~ns Dcpartmcnr wnuld I w d ~ t  I,! tlw 1: W J I I  Icaiwt in this 
case and avoid rccurrciice of such GLWS iu tuc\rte. 

T h r  Corrir1rit!rr rcgrcl lo i iofc  llrrrl llrc s t r l r '  ol gooel\ ir'a.\ r t d  done 
s ~ t e m a i t c c i ~ ' ~ .  1'irr-i hope thnl ~ h r .  ~.errrcr:rirrg 1 1 ,  r) t \  ~ r . o ~ t l t i  Iw rerotrciled 
soon. Tlrc (;or~rtrrii/cc carirrot hr lp  /rdrrrg lhnt rtr /hrs ~rbrvttrr ol such 
corrclaliotr 1lrci.c t c  tro cheek a1 nll o r r  Ilrc* . s t r / . ,  o/  ro:rfivtrrlf3tl goc)rl, crtrd 
the enrivc s~sicnr brronrcs / a r r / i ~  u~lrcrlt.i~rv / ) I +  1 ' s  olfirr r r r ( . r - r  / ,, 7'lrc (;o,n- 
millee ~ u t r n ~ ) !  oticr.\lrcs.s the i v ~ p o r / t i ? ~ r ~ ~  0 1  / o / / o , I ~ I I ~ ! :  ( rlrwc 1 t r ( t ~ j ~ ~ t ~ / ; r , g  
procedure lo ailoid the f ~ m i b t l i ~ ~  IJ\ nrolprac./rr 

2. 'This has hccn vetted b y  the Audit. 



I'hc obvcrvatiotis r~tadc by the Conitoittcc had bcen commu~iicated to 
the Collector of Custorns, Calcutta, who has now reportal that salc p r o  
ceeds amountit~g to Rs. !H,2H!!.(K) rctnain to bc recotlciled. Out of this 
Rs. 43,100.ti.', r ~ l i ~ t c s  t o  gcxxls which [lid not k a r  an? la txl  cJr tag or 
other idcotifyitrg particulars iu~d  C ~ ~ I I I O I . ,  ttiercfure, bc rccottcilcd. ritvtnpts 
are, however. I~citlg ~nadc to reconcile thc rcn~ainirtg anaount *of 
Rs. .51,181.3,5. 

2. l 'hc accx~ttntit~g ptorcdurc h a  ;111cacl\. txcr~ rttr~lificcl to facilitate 
corrclaticm and to prc~c11t ntiilpt a( t i t  c*. 

[U. 0. F. So .  1.1 8 67-L.C.I.. tlatcd .i-10-l!~ii.] 

Recon~~ncrldat ion 

The C O ~ I ~ I I I I / / I * P  tw tc  /i.ottr lhc  ~ / ~ I t - t t ~ c t ~ l  / ~ r ~ r r s h ~ d  b y  the .\111&1y,y 
that / h r r ~ .  nrr 11 lurgr tilirtrltrt- ol ru5r.c irahrrr goo( /$  ronfiw:u/ccl d r r r i q  
flre pcriotl I!Mi l lo Sr.j)c r-rlibrr. I!%.i iri Botrrbn~, Culculla ntrd .\lrrclra.~ 
Custom I1orr.w. h r * r  )tot ycl brctr rirspo.scd ol.  l ' l r r~  d ~ 5 1 1 . r  t h t  1 h r 5 ~  
cascs oj rott(i.cc.nlrt1 gvwfs ~lroulcl br  prrsrrrtl ,ligororrsl~ it*itlr a r i ~ i c -  

to cspcclitc tlreir clispo.sa1. 
IS. So. 2.3. pat ;I 2. I I0 of :Ippct~clis 5x1 of tlic .Mth Kcport.1 

Tlic olnc.r\i~tio~ts tiiaclc I)! tlrr C;ot~~iiiit~cc have IKCII  110tcd and 
comrnutiic;~tcd to ill1 COIKCIIIC~.  \'igorcmcfiorts arc bcit~g riladc to dis. 
pow of thc co~illsc-arctl gootls i l l  cluc*tiotl. 

2. .l 'l~is ha* I):.rn vcrtcd I)! thc Audit. 

l ' l ic  ol)w.\ i t t io~~s or tllc C:omn~ittcc ~vct.c co~~u~itt t~ic;~tctl  to thc Col- 
lector of (:t~stolur. Ro~til~a\ .  ( : ; I ~ I ~ ; I  and llaclras i t t d  t l tc~ Hcrc u r g d  
to spcccl up tliywsal. 



(b) sale to the S.T.C. of goods such as cloves whose import is through 
thc corporatioe. 

(c) sale of coulisc;~tcd ~ri~tlc goods b! puMic: i ~ u c ~ i o ~ ~ s  as frcqucntly 
~ ~ ~ ~ ~ 1 1 1 s t ; l l l ~ c s  \~aflilllt: ulld . , 

(d) sale of imcut m c l  i~r~polishcd clii~n~onth ;rl~cl precious stoncs by  
public auctiotis to iniporr licenrc holdcrs. 

Custom 1 Iousc \'aluc of goods 1)isposal till I'endiug disposal 
confisca tcd 31-fbi9ti7 on 1-9-1 967 

3. l h c  . ! ~ ~ ~ l i t  Iiatc \ ~ d c d  I ~ I J ~  tttc\ I I ~ I ~ C  I I O  C I J I I I I I I C W ~ S  t o  ofJc1 at\ 

thc particula~.\ fur11i41cd ; I I C  not ~ .~ i tdi l \  ~ ~ i f ~ ; t I d c .  



'I'hc ohsctw!io~~s m;dc I)\ the Conm~i t t~e  have Imn noted and 
communicarctl to ;dl cc~nccr~lcd. :I copy of Icttcr So. SC) '60/64-L.C.1. 
(piwa 2.1 IT,), cl;lled 204-l!)(i(i. :~clclrc~sccl to all Collectors bv this Ministry 
is cncheti .  



I .  Copy forwarded to Cus. 111 Section. 

2. Copy forwarded to: - 
(i) D.1. (Cas. R. CS)/I).R.I. 

(ii) The  O.S.D. hfmual . B~illetin (with 4 spare copies). 
(C;. 1'. 1)IJKAIRAJ) 

Srrrrlary,  Crrrtrnl Ronrd nl Esr-;.re k Cuslo~ns.  

2.116. T h e  Co~nmittee ;ire unat>lr to  understand as to ~ 1 1 ~  in the 
present case the precious stones (reserve price Rs. I.ffl.6:iO) were not put 
to auclion again after ihc first at~ctioii was not s ~ ~ c c c s s f ~ ~ l .  They feel that 
the system of I'uldic :jurtion has its own atlnntap;c\ mcl is definitely 
prefcrahle to sale hv private. ~ legot ia t io~~\ .  Ttwv. thrrcfore, sii&gtst that 
in such (wes all ;I[ tempt should he made to p ~ i t  the precious articlrs to a 
suhwquent pul~l ic  awt ion  in case thc fir\t attempt fail.;. 



In pursuance of the Board's instructions to all the Custom Houses 
special efforts are being made by them to liquidate the pending item 
expeditiously and the progress made in this direction is being watched. 
Out of 14,348 pending items, 11,723 have already been cleared and only 
2.623 arc pending clearance. It  is expected that these pending items will 
also he disposed of in the next few months. 

2. T h e  recommendations of the Public Accounts Committee contained 
in Para 2.123 have bcrn rioted for appropriate action. 

[F. No. !i.5/80/64-Cus.IV.] 

Recommendation 

Tilt ol,wr\xions n ~ i ~ < l ~  bt- the Commi ttec have beeti brought to the 
not ice of the offices cancel-ncd for early conlpl ia~ice. 

('Illis w t e  h;~s bcen well and vetted by Audit.) 
[F. So. 25,!20,'66-CUS.VI.] 

Recornmcndat ion 

T h e  ol,ser.v;~tir~ns n~ ;~ t l e  1)) tlw Committee ha\v h e n  noted and 
ruitahlc irlstrttctions have Ixm iss~lrrl to tile c)ffirers concerned to take 
cffcctivc. steps to rcalix the o ~ ~ t s t a ~ l d i ~ l g  arnollnts as speedi1:- as possible 
and to cnsurc that such acc~~niul;~tions do not take place in future. 

(l'his tiole has k e n  seen arid vetted by Audit.) 
[F. KO. 27 121 /Gti-Cus.VI.] 



As intimated earlier, the o k w a t i o n s  made by the Committee had 
been noted and suitable instructions'were issued to the officers concerned 
to take effective steps to realise the outstanding amounts as speedily as 
possiMe and to ensure that such accumulations did not take place in 
future. In this connection a copy of the Ministry's orders I;. No. 271211 
66Cus.VI, dated the 4th April, 1966 is enclosed. It would be appreciated 
that assessment and recovery proceedings are a continuous process in the 
Revenue Department and all possible efforts are continuously made to 
recover the assessed demands as speedily as possihle. 

(This note has been seen and vetted by Audit). 
[F. No. 27/21 166-Cus.VI.1 

IMMEDIATE 
F. NO. 27/21 /~-CLIS.VI 

RIINISTRY OF FINANCE 

(Dtpnrtmrnt of RI?WIIC k Insurnnrr) 
New Dclhi, thr 4 t h  ..lpril., 1!)66. 

From 

The Under Secretary 
to the Government of India. 

T o  
The Collectors of Customs, 
Bomba\!Calctl t ia  I Madras ICochin J Pondichcrry/Goa. 
The  Collector of Central Excise, 
Bomba~/Rartda!/hfadr;~s/I)elhi /ShiIlong /West Bengal, 
Calcutta/Calcutta k Orissa. Calcutta. 
The Deputy Collector of Customs, 
Visakhapatnam. 
The Assistant Collector of Customs, 
Kandla. 

SUBJECT.-PAC (1965-66) 44th Rrport-Arrears o\ duly outstantling for 
more rlian one yea; u p  l o  31-5-1965.-Stcggeslion for clearance of. 

Sir, 
I am directed to enclose a copy of para 2.128 of the 44th Report of 

the Public Accounts Committee (196.546) (Third LoL Srrbha) for your 
information and necessary action. It is requested that the importance 
of the observations made by the PAC may be impressed on all concerned 
and effective steps taken to clear these arrears and to avoid accumu~ation 
af such old cases in future. 



2. A report may also please be sent to this Department showing 
the progress made in the recovery of these outstanding amounts up  to . 
the Slst March 1966. The  report should reach this Department by the 
20th April, 1966 positively. 

Sd/- S. VENKATARAMA IYER, 
Under Secretary lo the Government of India. 

Copy forwarded to the Custorns 111 Section with reference to their 
Note for Circulation No. 251 1166-Cus.111, dated the 28th March, 1966. 

I Sd/- S. VENKATARAhIA IYER, 
Under Secretary to the Governmeut of India. 

PAC No. 128 

PUBLIC AC;C;OUS'I'S COM MII'TEE 
( 1  965-66) 

44th Report. 
(Third Lok Sahha) 

[Audit Report (Civil) on Revcnue Receipts, 1965.) 

2.128. At the instance of the Con~mittee, the Ministry of Finance 
(Deptt. of Rew~luc) h v e  fur~iislied a statement showing year-wise break up 
of the amount outbta~tding for more than one !.ear up to 31-3-1963. The  
figures furnished arc. as under: - - 

Year Amount 

- -- 

The Conimittec regret to note that the arrears of revenue as old 9s 
since 19X, should have bccn still pending. 'I'hey would like the hiini~try 
to take effective steps t o  clcar these arrears and to avoid such old accumu- 
lations in future. 



Recommendat ion 
The Committee would like to be irrfornzed oj the progress made in 

the direction of withdrawing Note Pass facilities. 
'F 

[S. No. 25, para 2.130 of Appedix XXI to the 44th Report.] 

The decision for gradual withdrawal of Note Pass facilities was taken 
at an inter-departmental meeting held on the 14th May, 1!165. This was 
followed by another inter-dcpartn~cntal nlectirig on 9Srd Jul!, 1965 when 
it was decided that for all practical purposes Notc Pass facilities would be 
withdrawn with effect froni thc 1st Januar!. 1966. ?'hc facility could, 
however, be utiliscd by the Ministrics conccrt~ccl, ill cxccptional circum- 
stances, in comultation with the Ccnrral Uoal-d ol Excisc b;: Customs. 
As a result, the Xote Pass facility has been extcndcd onl! ill cxccptional 
cases, and this has brought d o w ~  co~isidcrald) thc arrears of Note Pass 
cases. 'Ilie reports receivcd from t l~c  Collectors co11ccr11c.d indicate that 
at the elid of Decenibcr, I W ) .  onl\ aimit lL'.OOO Sotc IJass cases werc 
pending for adjubtment as against !!.i.OOO cases reported 1): the Public 
Accou~its Committee. There has siricc then bccn further improvement 
during the first quartcr of 1966 a t ~ d  the arrcars f ~ g u r ~  as  or^ 31st March, 
1966 stood at 1 1.600 cascs only. 

2. The ovel-whelming number of Notc Pass caws wcrc availed of by 
the hlinistr! o f  Defence. t lx Oil atld S ;~rur ;~ l  Gas Conitnission, Bharat 
Electronics, Madras and Hindubtai~ .-lero~i:~utits Ltd., Bangalore, who 
are cngaged in defentc oricntcd production. Eve11 il l  tllcx, cascs assess- 
ment is being made on a provisional basis and drposits niadc which are 
adjusted against final abscssnients. 'I'l~e liccd for final assessmetits at 
the initial stage in tlicw cascs oli dlc b i ~ s i ~  of' cornplcte docunrents and 
early suhniission d the necessary dorurncr~ta i t 1  the peiiding r;ws has 
been impressed on the Departments co~ic.rr~icd m d  i t  is expccted that the 
remaining arrears would be disposed of at a f.istcr paw. 

# 

[F. NO. I O / ( i /  66-Cus.VI.1 

Recommendation 

The Committee arc not snlisfied uqillr / h e  c s l h ~ r a f i o ~ r  oljcrcd in 
jurlificalion of the cxempliotl grarlled from the puynctrt oj Crtstonis duly 
to a private party manufacttrring nlumirr~rrtrr. Il'hilr! the exe~~rption that 
was given does seem to satisfy the critrriotr o\ .sen~itrg rlrr public italerest 
( c o n ~ e n ~ a t i ~ n  of foreign exchatrge), it docs ?tor appear IO sali,tfy the olher 
condition viz., the circuntsiancrr.~ of exck/~tic)ytl tratrrrrD1. 

IS. No. 26, para 2. l fl(i of Appendix SX1 to 44th Report.] 



The observatiotis of the P A C .  have been noted. 

Tire action to withdraw the concessions given in Ministry of Finance 
Orders No. 13/34 163-C;us.Cr~, datcd the 27th hlarrtr, lW3 had already 
been taken on 2nd June, 1965 under Fitlance Ministry's letter F. No. 
13/94/(i4-<:us,\!, datcd the 2nd June, 19ti.3. The  observations of the 
Public Accounts Comnii ttec havc ever since been borne in mind in grant- 
ing ad hot exemptions from duty. 

S e u .  Delhi, tlre 27lh ,\larch, 1'363. 

O R D E R  

Wtlcrca!, tlrc Ci11tti11 C;oier~inrcitt i, satished that i t  is necessary in 
the puhlic iirtcrcst (that is to say, for conse~~at ion of foreign exchange) 
to allow export of alunrinium ingots manufactured by the Hindustan 
Aluruiniuni Corpor;ition, Sew 1)cltri for fabrication aud re-export in the 
Corm of alunriaium foil stock and that ~luminium foil stock OII  such re- 
import into India ~lroiild not tx subjcctcxl to tllc full iurport duty Icviable 
thereon; 

Now, thc~cforc, ttir Cctitrd ~~ovcrnnic~r t .  i l l  csercisc of the powers 
corlferrcd b \  sub-sction (2) of wction 2.5 of the (:t~stonis Act. I!Ni2 (52 

. o f  1W) undcr the aforeslid c i rc~~nis t i~~~c~cs  of esceplicm~l natuw, hereby 
exempts id1 alumir~ium foil stock ( I I I ~ I I I U ~ X ~ L I ~ ~ ~  fro111 alu~~riniurn ingots 
exported by tlre Hindustan ./\lumiiriuni Corporation, Sew Delhi), when 
imported into India b\  t l ~ c  said Corporation fro111 so much of that portion 
of the import duty leviable tlrcreon undcr the First ktredule to the Indian 
Tariff .Act, 1934 (32 of 1934) tvlli~h is rc1ataI)lc to thc value of the alumi- 
~liunt ir~gots from which thc alunriniun~ foil stock II;IS.C been rnsnufactured: 

Provided that the Assista~~i Collecior of Chston~s is satisfied that the 
dumiaium foil stock in respect of which the above exemption is claimed 



have been manufactured from the aluminium ingots exported by the said 
Corporation. 

Sd/- J. BANERJEE, 

Deputy Secrelary to the Govertment of India. 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE) 

New Delhi, the 27th March, 1963. 

O R D E R  

Whereas thc Central Governrt~ent is satisfied that it is necessary in 
the public interest (that is to say, for co~~servatioo of foreign exchange) 
to allow export of aluminium illgot ma~iufactured by the Hindustan 
Alumitliun~ Corporation, New Delhi for fabrication and reimport in the 
form of electrolytic aluminium rods and that aluminium electrolytic rods 
011 such reimportation should not be subjected to full iuiport duty 1evi;ible 
thereon; 

Now, therefore, the Central Govem~ilent, in  exercise of the powers 
conferred by sub-section (2) of section 2.3 o f  the Custon~s ACL, 1962 (32 
of 1962) under the aforesaid circumstances of an exceptional nature, hereby 
exempts electrolytic aluminium rods (manufactured from aluminium 
ingots exported by the Hindustar1 Aluminiui~~ Corporation, New Delhi), 
when imported into India by the said [;orporation, for manufacture of 
duminium conductors steel reinforced or all aluininium conductors, from 
so much of the iniport duty leviable thereon under the Indian Tariff 
Act, 1934 (32 of 1934) as is in excess o f  the tlutv of 15',!:, ad valorem 
leviable on such rids after excluding the value of alumitiiuln ingots from 
which the rods have been manufactured, plus Ks. 360 per tonne: 

Provided that the Assistant Colleclor of Custona is satisfied that the 
electrolytic aluminium rods in respect of which the above exemption is .. 
dzimed have been manufactured from the aluminium ingots exported by 
the said Corporation. 

provided also that the importer undertakes tu place the entire gum- 
tities of such electrolytic aluminium rods imported into India at the 
disposal of the Central Government for allocation to actual usen. 

Sd/- J. BANERJEE, 
Deputy Secretary lo the Government of India. 



MINISTRY OF FINANCE 
(Depart men t o\ Revenue) 

New Delhi, the 2nd June, 1965. 

To 

Mjs. Hindustan Aluminii~m Corporation Ltd., 
U. Co. Bank Building. Parliament Street, 
New Delhi. 

S v ~ ~ ~ c ' s . - - ~ x p o r l  of ahminiurn ingots by  Hindustan Ahminiurn C o r p ~  
ration and import o\ fahricated items-Concession in Custom 
duty-Question regarding. 

Dear Sir, 

I am directed to refer to your letter dated the 13th August, 1964 
regarding levy of surcharge and to say that the Crovernment of India 
have decided that the amount of Rs. 360 mentioned in this Ministry's 
exemption order F. No. 13/.74!6.7-Cus.V, dated 27-5-63 would be exrluded 
yhen computing surcharge leviable on the imports of fabricated E.C. 
rods, and consequential refund. if any allowed. Necessary instructions in 
the matter have been issued to the Collector of Customs, Calcutta/ Bombay, 
who may be approached direct in the matter. 

2. I am to add that the Government of India have further decided 
to withdraw with immediate effect the concession in Custom dutv allowed 
on electrolytic aluminium rods, and aluminium foil stock imported into 
India after manufacture from aluminium ingots expr ted  by you. 

Yours faithfully, 
Sd!- M. G. \'AIDY.4. 

L'adrr Scrrctan,. 

Cop! forwarded to: - 
1. The Collector of Customs. Rombav!Calcutta with reference to 

their letter No. C!1301 f63. dated the 15th December. I W I N o .  
C.\'I(S7)/63, dated the (5th April. 196.5. 

2. The  Ministry of Steel k Mines (Deptt. of Mines & %fetals). New 
Delhi, with reference to their U.O. No. (18)Met/(i4, dated the 
17th Ma?. 1%5. 

Sd/- M. G. \'AIDYA. 
Uttdcr Sccrctnly to the Gorvrnmcnt of India. 



Recommendation 
( i)  The  Committee feel concerned to nole the increase in the short- 

/my of excise duties disclosed in test audit from Rs. 8.92 lakhs as reported 
in the Audit Report, 1962 to 181.72 lakhs as reported in the Audit Report 
1963. As against this, the Intrrnal Audit parties which nlrtnbered 30 in 
1963-64 and covered 936 out of 3,223 rangrs were ablr to detect an under- 
assessmerlt of about RF. 15.56 lakhs during the year. While the 
Committee apprccinte that the Pr~sent scopr of the Znlernal Audit parties 
is limited inasmrlch as t h q  do not qurstion the intrrpretations by the Col- 
lector or thr Board the? feel that their performancr leaves much lieway. 

(ii) In their 27th Report (Pnrcl 45) the Committee expressed their 
senqe of alarm at the extremdy inadeqrrate inlernal atidil organisation 
in the Central Excise De~mrtment as rrvraled by the Report o f  the Central 
Excise Reorganisation Committee. In their note (Appendix IX) showing 
action taken on the recommendation of t11r Commit tec, thr Afinistry 
haoe stated that the Government haw under considrralion a scheme for 
the implenientation of thr ~ecomrnrndntic~nc of thr Crnlral Exrisr Re- 
organisation Committer in regard to the strengthrning of the Internal 
Audit Organisation. T h r  main featurrs of the srhrmr are that the Atrdit 
and Acrountc staff functioning in the Collrrtoratrs and Curtom Houses 
will form a reparatr cadrr under t h ~  tcrhniral ronlrol nnd gztidanrc 
of an independent Direrfornte of Audit. Pending the rsaniination of the 
full implications of such a long-term srhrnlr in 011 z t c  asjwctr, certain 
interim measurrs for the strengthrning of thr internal audit organisalio?~ 
in  the Central Excise Dejwrtmrnt are slnt~d lo I ) P  under examination, 
such as : 

(i) T h e  amalgamution of the Rrgional Audit which looks aftrr thr 
auditing of arcorrnls of factorirs prorlriring cxcisnhlf commodities 
which are under audit typr 01 rorltrol and the i~~ternnl  audit 
department. 

( i i )  The  augmentation of thr number of audit partirs. 
( i i i )  The upgrading of Ihr status of thr Examiner from Sulwrinten- 

dent of C.E. to an Assistant Collector. 

(iii) The  C o m m i t t ~ ~  r~gret to obsenw that despite recommendation 
of the Central Excise Rtwrganisation Cornmitlee and the P.A.C's recom- 
mendation referred to above not, much progress has been made in strength- 
ening the internal Audit Organisation of the Cenlral Excise Department. 
The  Comtnittre desire that early action shozrld be taken in the matter. 
The  Commitfee understatid from the C. & A.C. that a comprehensive 
review o\ the internal Audit Deparfmettl from /he point of view of ade- 
qvacy arid scope is being tindertaken by him. They would await the 
r~strlls through future Audit reports. 

[S. No. 27, paras 3.8 to 3.10 of Appendix XXI to 44th Report.] 



(i) T h e  ohservntion has been noted. 

(ii) k (iii). T h e  schcme of strengthening the Internal Audit Orga- 
nisation hy constituting a scparatc cadre of thc Audit and Accounts staff 
under the guidance and control of an independent Directorate has had 
to be deferred for the present on grounds of economy; this decision was 
taken in Deceml)er, 196.5, with the approval oE the then Finance Minister. 
Howcvcr necessary organisatio~ri~l changes within the limits of the man- 
power and financial resources available have lwen madc to improve the 
functioning o f  thc Internal Audit parties and the more important of such 
changes effrctivc from 8-12- i !)Mi :ire listed helow : - 

(a) Rcgioiial a~ id i t  p;lrtics h;~s hern merged with the Internal Audit 
in each Collectorate a i d  placed exclu~ively under the charge 
of ill1 Assistant (:oll~<tol.. 

(I)) T h e  numhcr o f  itudit partics has t)een enhanced from 31 to 
.;-I . 

(c) -4utlit work in e ; d l  Collectorate h:~s been made the personal 
respo~~sibilitt  of each Collector. 

(d) 'The Es;unincr(s\ o f  :\c.rounts has,:l~a\.c been placed under imme- 
diate super\.i\ion :~nd dircct control of the Assistant Collector 
(.\lidit). 

[F. S o .  1 48 !6T-CERC(..\dmn.)Cell.] 

Recommendat ion 

The fact t h t  rlernnt~cls (or Hs. 1.51 lakits out of rrrrdrr-asscssmcnt of 
Its. 20.49 f)ointetl orrt h y  .41rdit is .srrstcli~whlr aworiiing lo the Board, 
itrdiralrs thnr II~ere IIRVC IJPPI~ failr~rrs . w t ~ t ~  COSIS .  

[S. No. 29, l>itr;is 3 . 9  L 9.21 of Appendix SSI to  44th Report.] 
7-1 LS/PAC/67 



The observations of the Cotntnittec have been noted. 

[F. No. I.?)/ 12/G(i-CSIV.] 

The ohservnt ions o f  the Commit I ~ C  1l;ivc I)ecn noted and action to 
fix rrspmsi hilit! o11 itltlivid 1r;A ol l ic . i~s 101. t ' i ~ i l  irrc t o  iscuc supplernc~l~;uy 
denlalids has already hccll i11iti;ltrd. 

(L'etted I ) \  Audit). 
[F. So. 1 .i ' 17 , ! ( iGCSI\ ' . ]  

The ohscrvations of the <:ommit trr Ilavc I~ren notcd. 

[I:. No. 18/29/M-CX.1111 





sixice it was not cleared from the factors. It ot~ly crrrl~e to the notice of 
the Department in 1962 that nitrt~ellulose lacquer wits also being manu- 
factured and it was brought under excise colltrol. 'The Cornmi ttee's 
observation has been noted. 

5.63. The Reconlmendation has I)eel~ ~ ~ o t c d .  

3.65. The revisiou applicatiol~ o f  the part! has h c c  kc11 rcjcrtecl. 

3.90. Tlrc Cot~rt tr i l l re frtrd //ti.\ lo  Irv cr c.lt*rrr c,a.w 0 1  r iu\ iot i  0 1  clrcl?. 
T h e  furls thal the asscssrc rotrr/,crrrv t . l t t r t r f i d  l lrr rrtrt~rr, a t l r~r l i .wt t ren l  
and sur re t~ r l r~~e i i  / / i t .  licrtrce IOI I IP~  drrrp t ~ ~ 1 1 r t ) I  N V I ,  S / I ~ ~ I *  n rdrar ontl 
ddiberale i t r te t r l~o~r  otr 1'1.5 p ~ r r  10 r~welc / / I ( *  /r(ryttrrtr~ of c l 1 1 1 ~  011 Ilrt* 
prodtrct which zipas i t ,  atr! c t r . ~  t l t r  /itrhlc. 

' that rrrere srctr.r*tcdrr of l l r r  tlr.rrg 1irr.trtc otr the /ur i /  o /  rlrr frtttr i r * t l s  110 

riuswr to as~ i r t t~e  /ha /  fht, f ~ r  111 wtr.+ j r t ) l  ~ I ~ ~ I I I I I ~ I I [  t i tr ing u 1tivrli4 1trui 
prepiaraliotr, p r r l i ~ ~ r t l n r l ~  zrlrerr I l t r  (;r.trtr.r~l i : \ t r t c .  Itr.\/)rrlor Irud rc~t.ordrtl 
in  his f i le it, ,\larclr, ]!Nil rlrtrl "l 'os  jtrLr..\" lzcrtl rltr cumc iorrtrrtln as 
"1~o.x Pn.~l i l1~sf '  urrd / / re  /(it lory t ~ o t r ~ r t ~ r ~ t ~ r r l  pot111( 1te111 o /  thr  jilIc.\ 111 

Aprr l ,  I!Mil, tro e.\ritr lir rtrr r. nw.\ r t r s t d d  r r / ) o t r  trtrd . /ht .  t lctrrutrr.c~ ol llrtv 
"l'ox juhes" ulas allozc~rrl {rur of drrr\. 





.\udit Report (Civil) on Rcvciiue K ~ ~ e i p t s ,  1965 
C 1-1 A 1'1' E K I I I 

2. 1)iiring the ;iilclit co11t111c t ~ t i  i l l  Ju l t .  I!MI:\. i t  \ \ ; I \  ol)w.t\rtl t t ~ i r r  
even though the! < : c t ~ t ~ . ; ~ l  I x t  isc. 111rj)i.c I O I  I I ; ~  I c.t o~clt.cl 111 111s filr ill 
h l a~ch .  I!Mil t h t  "\'oh Jul~s5" 11;lcl I ~ I ( .  \ ; I I I I V  ~ O I ~ I I I I ~  ;I \  " \ ' oh  l1;~+til1c~", 
I I ~ )  act ioi~ \$,;I> t;1Lc11 10 I ( \ \  d111\ O I I  t h 5  p o t l t ~ c t .  ' I h r  ~ ; I I ~ ~ I I I ~  \\as 
pointed o111 11) tlir I )~ ' I ) ; I I I~ I ICI I I  ; I \  ; ~ U I  111t. I ; I I I  111.11 11irt.t: wi19 114) 

spcihc ~lec1a1.1ti1111 I)! I I I C  D I I I ~  ( ~ O I I I ~ I I I I C I  I I I ; I I  111r "\'ox 1 ~ 1 ~ s "  wa3 
11ot a clt 116. ' I  hc I k p t  ~ I I I ~ I I I  t q~ l i tx l  I I I ; I ~  110 ;I( ti011 wi13 c iillcel f o r  irt tl~e: 
niattcr a\ the 1 ) t q  ( i ) ~ ~ t ~ o l l r t  l ~ ; i c l  ~.111cc1Iccl 111t- I I ~ ~ I I ( V  give11 to tlw 
factory. OII  the rnattrr Iwit~g ~ I I I W C ~  furtlict~ In .-\ud~i,  s d ~ t a i l ~ d  
qucsticmrii~i~ c ~ , a 3  i ~ s u i d  t o  thr r i t : ~ t t d ; ~ (  I I I I ~ W  I I I  l ~ c c c ~ ~ ~ t ~ c ~ t  , I ! W  c d l i q  
for full pat t ic-ul ;~~\  rc.l;~tilig to tltc t ~ r ; t r ~ r i l . ~ c  tulv o f  "\'ox Julxa'' ant1 
asking tt1r.111 to litatr whv 1 1 1 q  h o u l d  t r ~ l  I)c 1.cquitctl to tiAc out all 
exc:ise 1ic:ctic.e. .ihc ms~~i t l a t~ tu fc r r  ;1~1re(l to ohlain the vxciw licwicc 
as well as ttlc drug lic.cntc with cflc-c.1 l JWII 151 hlwc 11. I!Mi4 attd agwd 
1 t a c u t  r I S  I I ~ I I I ~ ~ .  'I'hv (:c~~tt;iI  Exciw 1)cpartrncni 





insie;nihcant additional revenue of Rs. 7,:i00 against total revenue d 
seventy lakhs from this procluct. ttic derision on the issuc war deferred 
until reveiw of Notification KO. IL'6/(iLCE, datcd the 18th June. 1962 
was undertaken in JIIIIC. I!)(;?). 

(Sol vetted t j \  :\udit.) 

Rccommcndnt ions 

(i) Paper slid ~ : I [ x ! I ~ ~ M M I ~  arc po111wd i 1 1 t t )  ~ O I I I  dillerc~it w I ~ - : l ~ r n ~  
under ftcni So. I7 of tile Fir\[ St ltc.d~~lc. to the' (:c~~tr;rl E w i w  ;tnd Sill1 
Art, 3'3'f;I. s1r1~-itcnl (I) i h r l  c.cncrillg \i~~.ictir.s 1101 qwcilicd i l l  other S U ~  

items. In c,;csc8\ of tlou111 wttc.t IWI. ;I 1~:lrtic 111ar V;II ict\ of palrcr ,; board is 
to l)c aswwd u~iclrr onc t v  ttlc crtl~cr sul).itc.111 the I I I . I I I~*I  i s  rclcrrrci to 
the 1Zoar.d hy h r  (:trlle.ctc)t c:or~tcrr~cci ;11tc.1 tli;~hit~): IIC(W;I~! eutpirie% 
and c:ws~rltinp; othcr Collcc-tors. 111 slrc 11 c ; w r  111c Ik~rrrl cx;rtaitw thc 
matter t~aving regani 10 ;dl rrltrvrr~t f ; lc to~s  ; I I ~  i z s w  ia ruling, whcre 
c onuidcrrd nt+i-r*zar\. 

Howrvcr. h e  ( ;o~tw~ictctc'\ mggcmt ior~ I Itat t llc c lassi6cat ion of  diffcrcnt 
tar i r t i~h 01 I J ~ W  ~ I t w l d  tw w~ten~a~.irlC<j i lJ la1 ;Ir ~~c~uniblc, i s  ncad. 



(ii) A Writ Botition filed by the party in the High Court at Calcutta 
.against the demands for dirty raised by the Department is at present 
pending. 'I'he question of effecting lrcovery of dues through a civil s u i t  
will be considered further after the Writ Petition has been dispcMcd CrF 
by the High Court.. 

(iii) '1-hc Committee's ohscnrations haw been noted. 
[Vetted by Audh.1 

[F. SO. 2 ' 14 167-CS.V1] 

I'ara :ll ( i i i )  Thc instrt~ctionc have txen reiterated and the Com- 
mittee's ot~scrvaticms i ~ r  thc matter have Iwen hrought to the notice of all 
Collectors of <:entral Exrisc etc. for strict compliance, i~idf k a r d ' s  
circt11;lr letter F. No. 40,'GR 'W(X.1.  dated the 2nd J;~timr\..  1967. a 
cop!. of wlrich is errclosed. 

[I'etted by Audit.] 
[F. SO. 22 14~6iCX.VI.] 

C o w  or CEXTR~I .  lhrwn or EWISF. 4 w  <:I SI.O\IS C:IRC(.I.U~ I , E - ~ E R  MISC. 
No. I .'fi'iXS.I (F. So. -10 6U tifi.CX.1). orren T I I E  2sn J ~ w ~ R Y ,  1967 
ADDRESSEI) 1.0 .\[.I (:OI.I EC1P)RS OF < :F , s~~KI I .  EXCISE 4 S D  .\I.I. D ~ p t n .  
Cn~.t.~c:mns o r  CF.\ 1 . ~ 4 1  EWISE. ETC. 

I MU directed to sa\ that i~rs~:lt~ces haic conre to the notice of the 
lk>at.cl in ttrc recrtrt past \vhcrc.i~t thr I ;~Ix~rato~- ie~ had gi\etr categorical 
tariff classificatio~~. Bawl OH this opinion the prtdttcts were assesscd 
to duty hv the awessing olficcrc. Su lwque~l t l~ .  at a higher level the 
classification was dmidctl to t)c otlrr~~wiw This hnc resulted in an 
en1 trirrassing situation. 

2. I t  has IN-CII ~ n ) i ~ ~ t c t l  out from time to time that i t  is not the 
functiot~ o f  the Roard's latxwtoriei t o  c laciift 3 prtulitct for purposes of 
tariff. In this coaaec-tio~i ?-our ;rttenrion is cfr~\v~i t o  ti) p a r q p p h s  147. 
148 and 189 of Maaual of Chrnric.al Lalwr;~tor~ Cuctom Housc, Calcutta. 
which i s  applicable mufatis rrrrctnndis to 111 the Roard's laboratories, (ii) 
paragraph 5 of Board's Icttrr So. :vI( l4)-Cus.111, 3, dated the 18th 
Januar! I%.; (iii) paragraphs 2 arid 3 of Board's letter F. So. 35:73:63- 
CX.11, dated thc 2 1 ~ 1  Jult .  I!)iil jiv) Ite~ir So. ') of the Combined 
&lfcrewc of <:ollcu~ors of Cc11tr;d Excise awl Customs held at Madras 
in Kovcnttwr, i!Mi.i atwl (v) p t r a p p h s  3.1 14 o f  the Public Accounts 
Comnlittcc rep,rt I!Hi.i-(it; extract cd idrich arc enchsexl. 

3. Thc b a r d  reiterate that the assessing o h a s  at the various levels 
lh6111d not a\k  tic Ikpur! Chief Ctrcmist, Clrrmical Examiner, to give 
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the tariff classification but'  should put the prop& query enabling the 
laboratory to carry but tests required for determining the clauaifications. 
When technical opinions regarding classification are obtained from the 
Deputy Chief Chemist/Chemical Examiner, these should neither be made 
available to the party nor should they state that their assessment is 
based on such opinions. 

4. Receipt d this letter may please he acknowledged and the Board 
i n f o n d  of the steps taken to ensure strict coniplia~~ce with these 
instructions. 

REPORTS 

147. The  reports niust contail1 enough data to help the Executive 
Departments take a decision about asscssmrnt, classification etc. T h e  
chemist must not load the report with figures and observations which 
are not of use to the executive officers. Sin~ilarly 110 extranrms matter 
should be entered on the Test hlel~ro b\ a117 officer of the department 
sending samples for test. The nltwo should strictly be conlined u, the 
queries concerning the test and replies of ihr Chemical Examiner as the 
independent technical adviser. They should not be used as note sheets. 

148. Classification, assessment arid sin1il;w matters arc the province 
of the Executive departments. I n  ordrr t o  s;rw cntbarrassmcnt, the 
report must as far as possible a v o i d  all m c ~ r t i o ~ ~  of these aspects. I t  is. 
however, impossible in man\ caws to cwhew ill1 such indications and b 
at the same time intelligible. Kcports likr, "it is Sago flour", ''it is 
bleaching powder", "it is Portl;~nd Crn~cnt other tl1;111 while" c;~nnot he 
helped and can do no harm. 

COPIES OF TEST REPORTS FOR P.4RTY 

189. If a party asks for i t .  there is IIO ol)jectio~~ to issuc t o  him 9 

copy of the technical details of thc Clicmic-al Exami~rcr's report. If the 
Chemical Examiner has made any suggestion rcgardiq cla.uuifirarion or 
assessment, it should not Iw transmitted. 'I'lww cwpieu are ivrued by the 
department concerned (not the Laln)r;~tor\) usuall\ aftcr consulting; the 
Chemical Examiner about the technic;d portions which niay hc issued 
to the pan!-. FCC of Re. I is charged lot, earh mp!. 

5. T h e  report from the laboratory rhauld sinlilarlp be mnfincd to 
data which would awirr the Apprai~ing 1)cpartment to decide claclrifico. 



tion, awasment etc. If the Chemical Examiner wishes to make a 
recommendation re: the classification or on other aspects, it should nor . 
be made on the test report itself, but on a separate note sheet. There 
are certain types of materials where a report should not bc loaded with 
figures or  observations which are not likely to be of usc to the appraising 
Departmen t. 

2. Sorne recent instarws of a s w s ~ ~ ~ ~ c r ~  t prot~lcn~s wt~ich ha\ c Ixen 
considered b!. the Board show that tllc asscssiug and the cotrtrolling 
officers do not oftcr~ appl! their OWII  lniricls to thc problen~ of classifica- 
tion of articles for aswsw~rc~~t and t t ~ c  terlderlc! sceras to t~ growing on 
their piitt to take the pat11 ot Icast re*istanre a ~ ~ d  refer sample3 in doubt- 
ful or disputed caws to Cl~ernital E s a n ~ i ~ ~ c r ,  <:hief Chcntist. etc. not 
merely for analysis and opinion a3 to the r~a[urc ot gucnis but a h  asking 
Eor their advice about t t ~ c  ~ L ~ I I I  of thr tariff ur1t1e1- which the g(KKi* 
should In: cltssihed. 0 1 1  rcccipr of such opir~io~t tlrcy mere)\ ditto the 
advice disregarding a11 othcr f;~itors.  .At tii~ics this oftell leads to 
palpably wrong orders which i t  tale, time to corrcc t. rcwlting meanwhile 
in avoidable hardship to  the ~~lanufa i  turers a i d  additior1.11 work all along 
the liltr for the admitlirtld[ion. 

It was once more st~rssecl upon thc ( i d l t x t o ~ ~  that the resporrsibility 
for dwiding the corlrct c1assific;rtion la! 0 1 1  the s~~~(-ssing cficcrs aid on 
t k i r  strpcrior exccutit,e cdficctrr a r d  trot 011 the Chemists or the tcdrnicd 



experts, I t  woS also pointed out that whilc the technical experts would 
give correct analpis of the article in dispute, they were not expected. to 
be equally familiar with the actual use of the article, legal decisions etc. 
As such they would be handicapped in suggesting the actual classification. 
Further the tendency of shelving responsibility by requesting Chemists 
to advice clnssificatiol~ was producir~g othcr ur~dcsirable, effects, c g . ,  
slack~iess on the part of itssessing officers, rewrt to provisional assessment 
in' avoidable cases etc. The Collectors were therefom, advised that while 
they were free to seek the advice of the experts rcgitrdit~g the che~nical 
or  physical composition o f  the ar~iclc ut~dcr clisputc. they (mid their 
assessing officer) should applp their owti 111i11ds ; I I I ~  COIIIC t o  ;I decisi~li 011 

the correct classification themselves. 
(Action all Collectors) 

Para 3.1 14 of I3uI)lic Accouots Committee (1!)61,-Ui) 

The Committee hope that insttwctions issued b \  the Board that the 
Chemical Examiners should hc 1~csporrsi1)lc fol- finding out the consti- 
tuents etc. o n l ~  and the actual classilicatior~ should lw tione hr thc 
officers and not by the examiner, will Ix strictly adhered to. 

(I) The Cotrrrrrillce nrp rrol / r n / ) p ~  mvr- //re I imr - l rg  01 four, y a l r  
which occwrrcd i n  ! h i .  rcrw hrlwrrtr  tlrc i.~lirrt r r /  //re r-rrt)or/ nl Ih r  7'rtrio 
Cotnt t t i . rhr  rcprd i t rg a(-lrcnl rr w o/  o/ j . .w  t r a ~ e r  nboiv partrr.rckr r grnnr- 
triage \or drawirrg atril tlrc fitrcrl tlrriciotr Inkrtr h , ~  ( ; o i ~ t t r n r ~ r l  to  clnssily 
11 n.s . + r r d r  /or t lrr / ~ i r / ) o . w  o\ lril,x o/ r.\( I.W drrt?. ('I./rr ' / . ( r r~/ i  CCIII I~I~~.UIO~I 
reiwrlrcl orr lirc rrrizllcr irr I!):#!) a w l  (;oiwrtrrrrerrl i.\~trt1cl rtr,lrrrc-lions itr 
; I t tp r .~ l ,  I!W.) I n  ( n w  ot otrt* /tr(Iorv Ihr  lo.$\ oi rt-ilrtttrt ( fur 10 d r h y  
itr issue of clu.~ti/ir.ntrt)n artrorctr lcd l o  Rs. I .7X  ltiklr c r l r r  ritrg tlr r Iretint1 
July, 1962 t o  .4ugu.51, I!MiS. 



(iii) The Comnlil tee are also n m l  satisfied over L he dtlfcrent Col- 
kctorales charging different rates of duly on the same article. They . 
\eel that the ~ o a k d  should have a close coardinatiotr with the various 
Colleclorales in order to ensrrre utrilorm applicatio~r oj excise larifl, and 
neccssnry step3 should be taken in this direction. 

[S. No. 42, paras 5.121 t o  3.123 of  Appcrldix X S I  to 44th Report.] 

(iii) Inrtructions alrcad! existcd to the cflcct that iu alattcr of 
classificatioti of  papel where it doubt arises in an! Collcrtcaaic, the 
Collector contcr l ~ e d  should cor~sult the other Collecto~s anel where there 
is J ive tge~~ce  of  practicc get a r ~ r l i ~ ~ g  of the Board. thus enwring that 
the same variet! 01 papel. is classified i l l  the haole wa! i l l  all the different 
<:ol l rcto~ate~.  Inbtrirrtiollr ha \e  a lw  heell issued h \ i n g  down certain 
guiding p~i~lc ip lcs  I-cgartlil~g classil~tatio~r a ~ ~ d  a \ rwnct l t  of fxlpcr arid 
paper hoard. 

Further gc~lcral itlrtr.uctio~~s c ~ i ~ p h a s i s i ~ ~ g  the r ~ c d  t o  asoid lack oE 
uniforrtritt it1 adnlinistr:~tio~~ of tax laws have i r l w  sirlrc h e n  issued 
vidv this hIinistr!'s letter k'. So. I 1.1 ti4-CS.11, dated thc lljth Febru- 
;II.\-, l!Ni7. ;I c o p  of whiclr ir encloxul. 



2. The Govcrnrnent of I11dii1 have iioted the recornmcndations of 
the Committee and desire that suitablc steps tnay bc takcn to implement 
the rccomn~etldatior~s of the Cmimittee of dilferetit levels. While the 
Government of India haw already taken necessary steps to strengthen 
the internal audit in all t l ~ r  Collectorates, the Board feels that cflcctivc 
watch at all supervisory levels and p r ~ p c r  training of the assessing officers 
will go a long W;IV towi~lds avoiding tlic executive discrimination pointed 
out by the P.A.C. I haw. therefore, bee11 clircctctl to rcquest that neces- 
s a y  action 111ay be taken in t l ~ c  mattcr urgently. 

(i) The Cot~rttrillet, rrgrrt 10 fitlei /t.ottr llrr ~ W I C  /rmri~hrd (.4p/~cntiis 
SII) tlrctl irr 1I1r.s~ caws 1I1rrr i m r  delny irr rlr-awing otrl sar~ipl~s  lor 
cl~cnrical nrral?sis. Frrr-lh~r. nl~lrorcglr flrr r-ascr r ~ l n l r  to tltr same Col- 
Icctomle ?lo rcni(orrri prac.litrp 11WS l~ I /o~ i~rc l  in r t~~o~~er i r rg  back duty 
(afler t lie Choniicnl Lsa IIIIII CI  '.\ wfror-l wa.r rec-rizwl). 

Rcc trti~mcndatio~is 

The Corr~ntrltrr rcgrpl lo f~orut orrt 11ra1 Ihrr wa.r a clcar rnsc of 
lal11rrr oj the Cerrt pal k;xcr.w O/jrwrb lo ti 1 1 1 ~  otr the yartt rrwd it1 
trade ~ f n / ~ / c . $  111 .%prlc t)/ lhr C / C U ~  ~ ~ ~ . ~ ~ ? ' ~ r c t ~ o t ~ s  of 1/1e hart!  lo ;rtipost 
such a Iclf>. 7'lrrv /tope llial tirr ofl~rr.rs u-ill br trrot-c carrful irr /u/urr, 
and t lra~ sur h Iapscs u*ill no1 occur agnirr. 



case oj issue 01 cxect~fiue orrlcrs. But if for administrative flexibility, 
C.overnmcrnt desire somr Iatiturlr in sttrh matter, they shntrld obtaitr . 
authority to do so from Parliamrnt hy introducing an amrndmcnt lo 
excise law. The Comrnittrr h o p  thnt the difirtt1lir.s faccd by the 
Dcpartinrnl ant1 the exlrnt o f  d d ~ p t i o n  o f  powrrs rrqrrirtd to rcsoktc 
them ulorrltl be carr(rtlly rsnrnitrrrl. 

Thc  Cominitl~e dfsirr that lhr proredrrrr should br rrctified r&rl? 
mnkitrg it ohlipton: to lnu n r o / ~ v  rarh of nll nntifirationc issirrd h~ the 
Dr/mrlmrnt bcforr hrliamrnt.  ' 

[S. Sou. 11, 4'1. 46.  paras ?.I?+!, 3.141 and 3.142 of Appendix 
S S I .  44th Report.] 

The a tmr  observations~rrcomt~~er~d;itions of the Committee have 
been noted. 

[F. So. I i 64-CSII.] 

( 1 1 )  7.11~ Cf~tr~vrrttrr /rmv cottIr arrmt u fPitt olhrr I N S ! U P I C P S  a1.w 
where tllrc Board's rrrstrtrctic~trs hn.er rtot brrtr /ollo:t.ed b~ fhr  Suborriittnlr 
o r .  'I'hr Cc~tttnriltrr rrpnrrl !hi> ns both srrrorr, atrd rctrlorf t r r r d t .  
Thrv rlr.trrr that n ilrr-\. rrrrntc, ;ir:r* jl~orilri ht  tnkrtr 01 .such drlilrmatr 
violafiotr nntl rtrrrtrr.d~~tlr .str/,s .tltorrid hr ~rrkrtr t o  rtrsurr . ~ ~ r p n h i n t r s  and 
prtciw rnttrpiratwr W I  (11 .t trr/t 0rtIr.r~. 



Remmmenda t ions 

With r e p - d  to para :I.l(iO of thc (:omniittcc's rcport i t  may 
incidentally be olmmmi that i r ~  the light o f  further data  hat has sinre 
become available. the information fun~ictied t o  ~ h c m  earlier (and which 
has been reproduced at Appendix XI11 of the <:onin~ittw's Report) n d a  
t o  be revised ;IS shown in the cnrlowd note. 

[ l a - .  so. I !?? (i4.(:s.l1.] 

T h e  total nurnber of units prtduc-ilia auci rlc;lrir~g rotton yarn in the 
form of 'Hank' i s  38H. T h e  numhcr o f  thow writs wlicrc hallis prcduc-cd 
and cleared rontained more than 840 \ ; ~ rd \ ,  and ro~wes~iona l  raws of duty 
were denied on the strirt intcrprct;~tion of rhc term 'hank'. wau onl! 10. 
I n  the remaining 378 units ri lhrr the h a n k  prtdurccl and clcarcd did 
not contain mnrr than H40 y;rrds o r  thc cot~cr\tior~al rrrcs o f  clr~t! were 
applied irrcspctivc of thc l c n ~ t l i  of yarn C O I I I ~ I ~ ~ ~  in hanks. 



The  desire of the Committee to make p o d  the amount of C e n d  . 
Excise duty involved in the case under consideration is appreciated but 
i t  has been felt that further action in the matter may not be taken in 
view of thc following considerations : - 

(i) in terms of the wording of the notifications in force during thc 
relevant period it could not legally be possible to deny gram of 
exemption to those hanks also which contained more than 840 
yards of cotton yarn; 

(ii) assessment of cotton yarn of longer length had acquired the 
force of an established practices: and 

(iii) even if despite (i) and (ii) above demands were to be issued at 
this late stage thc legality of such an action in view of the time- 
limit imposed by rule 10 of Central Exciw Rules. 1934, would 
be <ioubtful. 

[F. So .  1 j 2 2  :64-CX.II.) 

Recommendat ion 

Thr  Comvtittre notc that in the pwrtnr casr the whole question 
hinges on the in trrpretation of the exprrssion ' /uIty manufactured condi- 
tiorrs' used in thr Itrdgct i~tsrrrrrt iorrs. Thr  Com mittee rrndcrstand from 
Audit that in another case, the earlier instnrctions of the Board u * m  
that orrly the goods in jmckrrl ronditiott ami ready for d c h q  on the 
datc o{ imposition of drrt,v rwrr not chargeabl~ to duty and in other 
jtcte Alills this prartirr was lollouled. ( T h t  Chairman of the Board 
promised to check u p  the position). I t  so, the Committee hope that this 
aspect will also be csatrrtrtcd brfore cotrring to a firlo1 derisiotr. The 
Committrr Icul that s~rc.h diffrrtiltics cnrr br ai.oided if the instructio7cs 
issued bv the Rwrd arc more spcific. 

[S. So. -30, para 3.171 of Appendix SSI to 44th Report.] 

A m o s  TAKES 

T h e  pmitiun has k e n  checked upon an a11 India basis and it  is 
found that generally spcakir~g oaly those jute manufactures were consi- 
dered to be "fully manufactured" as were I>ing 011 the crucial datc in a 
prc~pcrl\ paclird or balctl cotdirion readv for delivcm. 

Regarding the appeal, referred to by the Committee, it map be 
stated by way of elucidation that till now i t  is a claim for refund of part 
of the duty in the spcific caw of New Central Jute Mills, under con& 
&ration. While finaliring act ion on  that claim, and while dealing with 
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appeal/revision application, if any, that might be preferred in connection 
therewith, the local Central Excise authorities in Calcutta and Orissa 
Coflectorate, as well as the appellate/revisional authorities, will no doubt 
take the above position into account. 

The need of the instructions issued by the Board being more specific, 
stressed by the Committee, has k e n  noted. . [F. NO. 1 /14/6.1-CXII.] 

Recommends t ion 

(ii) T h e  Cowrniitlrc canrwt orw-rrrtphasi:r thr: bnsk ttcrd o /  rrtsurirrg 
that on tkc same commodity nt the sanlr tirrrr proplp are t l o ~  rlrnrgcd 
diflerent rate of dul j  due to tiifferr~rt adrrririistratir~e iritrrprdalion othrr 
failures. This zr~ould obz~iorrslu anrorrnt to rs~rutizrc rliscrinrittation. 
Therefore, there trl~rst be a sytewr of giiitrp rrrri~ort~r i~i/rr/rr.rtnliorr, so t/ra/ 
aN the A ~ S C S S C ~ S  who were linble lo a rrrtoirr tax o?r n rrrtnitt conrmodit~ 
under a crrtain statrrtr ulrw rrniforml~ trea/rtl. 

(iii) The Committrr are not sntisfird o i w  tlrr prrscr~t ndrniniclration 
of the exrise duties, wlierr the instntarrs o f  short L~IJ !  and cxcr.w 1trl.y arc 
not iafregurnt. Xormalis the briden of rxrist? d l t t ~  i s  fmssrd on to the 
cowumer by the producer. ;\lortoilcrr, wlretr rlitt? is short lcvird in  thr 
first instance, the burden of the rxtra d u t ~  jraid later /rod to be borrte 
by tbe f~14nulacturer himstif, as he might not be ahle lo pass it on to 
the consumer. In rase ol collectiot~ of  csrrtr duly r t r  tlrr f irst  instnncr. 
the refund paid to the mnnufnrt~rrrr latrr would hr rrhitird 11s him, 
.s he would h a w  alreads passed on the httrdm o f  higher drrrv to the 
consumer. There would a h  br casts zt-hcrr persons who harw paid 
excise d q  might not get rrftrnrl eilhfr drrr In tirnc.hr o r  ollrrr rmsons. 
Such prrsons z~oulrl hr srrfft=rrrs. Thc Comntittcr d~.s.rirr that tirrsr asperts 
should be care\rrlly rraminrd and nrrrssai~ .rtrpc t n k o ~  to writigntr thr 
di&xltie.s, and to ensure t~nifornt nppliratiotr of rscivr rlrrtirr ~hrorr~hotrt 
the coun~ry.  

[S. No. 50, paras 5.173 and 3 . l i ;  of Appendix S X I  to 44th Rrport.] 

The a b v e  obsewations/recom~nd;~tions of the Chmmittcc with 
regard to s tep  being taken to avoid, as far as possible, short levies and 
excesa levies, haw k m  noted. 

F. No. 1 / 14/GI-CX.II.] 



Since the case is sub-judice lhe Commitlee would like lo await the 
judgmetrl of the High Court. 

[S. KO. 52, para 3.196 of Appendix XX1 to the 44th Report, 
1069-66.1 

Sit~tc thc Committee have not rccornnicnded any action, Govern- 
mcnt havc no coniments to offer, except to sa) that the case hled by 
thc party in Ilon~hay High Court has alread) k e n  decided against the 
C;ovc~nnacnc. HOHCWI a11 appeal against the said decision has since 
kc11 hlcd. 

[File KO. 12/27 (i6-CXVI1.1 

( i i )  :lttol/rrr. l11iftcr.c. u.cr.s that itt th i>  t a w  at thc (rrttc oi i ~ u e  of the 
ljcort c* to tire ttrcrtrtrlui-lrrr itrg firtrr c-ortc rrrrccl or C " I V ~ I  altcr, Y I O  ottcnrpts 
was nracfr tq ~ ~ r i \ y  u+irrl hcr rirr rrct rurl i-aluc u/ rcccii.rrrg sets nmnu fa. 
lured I! rt drtr r t ~ g  thc period 1 s t  .\fcrri-11 to Soi*t'n~bcr, 1961, did ttot 
c.\crrd 111 c trotr.r.\t 1 ~ 6 k  I r r t ~ l  of JZJ. I :)0. un 1 rl e co~rrph  tit u-QJ rcccivcd 
from (I ( .ot)rptr~or. 'I'Jrat tlrc part !  to u*hott~ thc tw~~ufactur~rrg  firm 
uus scllrng i ts ~ r l ~  at Hs. 130 a1 Ks. I4 . i  was orriy an amn-iate firm of its 
ouw could rwt 6c di~ror~erccl 6) tkc Depart t t i c~ l .  I'ltc Cum raittce dadre 
tlrat ~hcr r.\t i%cr c-orrtr-ol itr llrr rrnpmitro~r utrd collcctiar of duties should 
be nlorf strict. Il'iflr thrs crtcl irr ~tirit. urd pitting csprierrce from this 
caw, ttrc 4Winistvy slroulti csnrrritrr t o  wlrich c s t r ~ t  proccdurc arrd super- 
vision need tighterring up. 



(iii) The Committee also dusire.tlwt the itzvestigalion by the Special 
Police Establishment into this present case should be f i n a k d  early and 
'ikcy should be informed about the outcome. 

[S. No. 53, paras 3.205 to 3.207 of Appendix XXI to the 
44 th Report, 1965-66.) 

(i) The observations of tlic Co1111uittcc I iuc  bcen noled. 

(ii) Action is being taken. 

(iii) Special Police EstaMishme~~t are being infornled of the Com- 
mittee's observations and the outconie o f  tllc c;~sc will IK ir~rimated lo the 
Committee in due course. 

[\'etted by Audit.) 
[F. So. .-),I' 17,ltiQ-CS\'II.] 

Para 3.207-As stated in this Ministr!'k callicr ~ ~ p l !  "Sti~tcnic~~t 
showing action taken on the reconirncndatio~ls of thc Puhlir ;lccounts 
Committee made in their 44th Report. l!W tic" s a l t  undcr U.O. F. No. 
5/17/64-C%~11 the Special Police Estahlishnrcnt w r c  irifornwd of thc 
~ommittee's observations. Thc  Special Policc Establisha~cnt recorn. 
wndcd regular departmental acrior~ against thrcc II~II-g;vctted staff 
besides suggesting that such action as ma). tw clccmetl 111 I l c  takcn against 
the Assistant Collectors of Central Excise concerned. 'l'hc Drpaltnwnt 
in consultation with the Central Vigilance Con~~niwion has warned the 
nongawttcd staff involved in thc caw. It has also hccn dccidcd that no 
action is called for against ~ h c  Assistant Collcc.tors. 'I'llc C:ornrairsion 
have not a d v i d  black-listing of tlic 61111 as strc.h ;r courw war neither 
feasible nor would i t  sewc the purpow of d e r i ~ i ~ l g  tl1~111 an\  import 
liance. Demands for excix duty h;lw a l r c d \  1xcr1 r a i d  against 
Shri Jagatjit Singh on 1322 Wirclcss Kccciving Scts. 

2. After action an  the Iirles advixd by the Central Vigilance Cont 
mission had bcen completed. the Ccrtriil Bureau of Investigation 
oppnmchcd the Cxntral Vigifancc Contmiarioa for  re.cnnsidcntion of 
their advice. The Commission has stated that no re-considetation of 
the advice is  callcd for. 

wtted by Audit.] 
F. No. 5/17/644XVII.] 



The report furnished by the Special Police Establishment stated that 
such action as deemed fit may be taken by the Department against 
[S/Shri -1 the then Superintendent of Central Excise (Technical) and 
later Assistant Collector of Central Excise [. . ... . . . .] and [C. L. Beri,] 
Assistant Collector of Central Excise. T h e  report oE the Special Police 
Establishment was referred to the Central Vigilance (hnunission who 
advised in their letter No. 11 133 j N - V ,  dated the 21st January, 1967 (copy 
enclosed) that "it would be sufficient if the offirials against whom regular 
departnicntal action has been recomnlended by the Special Police &tab 
lishnient are warned." N o  regular departmental action was suggested 
against S1Sh1.i [ I y r  and Reri] Gy the Spcial  Police Establishment. T h e  
Deputy Inspector-<;ci~craI of I'olice later addressed the Central Vigilance 
Conunission on 4th April, I!I(i'i, requesting the Central Vigilance Commis- 
sion to reconsider their advice. In their letter Ko. I I /SY/Mi-V, dated the 
1st May. I!#ii (copy enclosed), the Coniniissio~i o b x ~ v e d  that 'it does not 
appear occessary that rc~onsideration of the advicc given earlier is called 
for'. In the light of the vicws exprcs.wd by the Centrial Vigilance Cam- 
niission, the question of instituting departmental action, apart from 
warning tlir said ofhc.e~-s, did not ar ik  ant1 had to be dropped. 

[Vetted by the Comptroller &. 

Auditor Gc~ieral of India.] 

[F. So. c i j  I f  jM-CXVII.] 

l'lear refer to the report of S.P.E. in the a h w  case. 'I'he report 
only slrows how a dealer has evadd  excise dutv and the officials have 
not k e n  sufi ic~it ly vigilant in (a) bringiug the nianufitcturer on their 
list, (b) iri assessing the correct duty: and (c) in taking adequate steps 
to recover the duty. S o  ronlplicity or wariton negligence has been 
provcd. Thc Conr~~tision would, therefore, advise that it would be 
sulficicnt if the &ids against whom regular &partmeal action has 
&n rcconimctidtd by the SPE arc wanid.  No action is suggcstcd 
rll;rinsr the other two afficials. Blacklisting of the fin is not possible 
aor would it serve the pwp~~c. of deuying tl~cru ;re) import iiccnct.. 



COPY OF CONFIDENTIAL L E ~ E B  NO. F. 11 /53/66-V, DATED 'ME IST MAY, 
1967 FROM SIIWI c. hf. NARAYANAN, 1)~. SECRETARY, C;EN'~RAL VlG1- 
LANCE COMMISSION ADDRESSED TO 1.11~ CEN~RAI. BUREAU OF INVESTI- 
GATION, NEW DELHI. 

Sunj~cr.-ii.C. So. .18/Ci,i-I)LI agairrsl S/rr.i ,\luthura Dass, 1)y. Supdl., 
Cerrtral Excise atrd ~ i x  otlrcrs. 

Please refer to your letter h'o. ,"(iO'ii3:4ll!(i.i-GM' I-DLI, datcd the 
5th April, 1'367. l'he Comniission has cxaniiticd the notc forwarded. It 
does not appcar that reconsidcratioli ot the advice givcn earlier is called 
for. 

Recommends t ion 

[S. So. 54, para 3.216 of Aplwndix SSI to tlic 
44th Report, l!)tiX>.] 

.% far as the loss said to h a w  m u r r d  in rcspect of carbon dioxide 
is conccrncd, tarifi values had hccn fixed ntuch earlier than the ( A m -  
mittec's nctnnmedationu made in par;h ti1 of their 27d1 Kcport (1964-65). 
Regarcling the remedial measures in the matter of fixation of tariff v;~Iuca, 
the Covcrnment had iafa,rmed in para 2 of their reply to those recam. 
mcndatiotls of the Contmittec, that this COUM he achievtd by suit* 



amendment of section 3(2) of the Ckntral Excises and Salt Act, 1944. 
Amendment of Section 3(2) is a part of the over-all amendment of the 
said Act, a hill in regard to which is being processed for introducing in 
the Parliament. In the aforesaid reply, it had alm been stated that the 
procedure for fixing tariff values itself had already been revised. I t  is 
expected that this would ensure that the tariff values fixed would w r -  
respond more closelv to the weighted average values of the products. 

[File So. 7 /4166-CXVII.] 

T h e  Ccntral Excise Bill inc.orporatine; ;~mendn~cnt  o f  section J(2) 
of the Ce~itral Excises and Salt Act, 1 9 4 4 ,  has not been introduced in 
the Parli:uner~t so far. 

0 

2. "I'hc Bill referred to atmve tltwc not merely seek to reviw section 
3(2) of thr existit~g Central Escises a ~ l d  Salt . k t .  184-1 hut is a con- 
solicii~ting and anirriclirig Rill in order to wake the Central Excise Law 
self-contai~~etl. T h e  Dill a lw incorporates a provision rtquiring copies 
of a11 notific-ations iuclr~tling tllosc relating to titriff values to bc laid 
hefore the Parliament. *l'hr draft of the Bill is at present under re- 
sc:rutiu\ in consultation with the Jliti istt .~ o f  1,;rw. Recause of its com- 
prehensiw rl;ltwe, i ~ r  li11;11iwtiori f o r  i n t r ~ d ~ ~ c t i o ~ t  ill the Parliament 
will take some tirnc. 

3. J l ~ a ~ ~ a v I ~ i l ~ ~  the a\-orli of lis;~tion o f  tariff \.alt~es for excisable goods 
has ~K'(.II CIIII-LIS~CTI to the k:conoi~~i(: .-\dviser. llinisrry of Indurr). and 
SuypI>--a~~ agcltcy ir~dcpci~drrit  o f  the (:entral b a r d  'of Excise & 
Cwtoms---so that such tariff values could Iw hxed after proper enquiry. 
It is cxpected that this revised prc~eclure would ensure that the tarilf 
values f~xeri cotwspoi~d mow rlowl\ t o  the weighted average d u e s  of 
thc p w w t s .  

(Vetted by .4udit.] 
(F. So. 7 '7 ti?-CS\'II.] 



The Committee's observation that in this ,particular case the aon- 
cession should not have been granted retrospectively has been noted. 
Similarly, the Committee's observation that the general question, whether 
Govern~nent have powers to give retrospective effect to such exemption 
notification requires to be further examined in consultation with the 
Ministry of Law has also been noted for action accordingly. 

[Vetted by Audit.] 
[F. NO. 7/.5/66-CXVII.] 

The  general question, whether Government have powers to give 
retrospective effect to notifications fixing Tariff valucs has heen examin- 
ed in consultation with the Ministr!. of Law and it has now twen decided 
that Notifications affecting tariff value will in future be effective from 
the date of issire or from a later date to he specified in the notilication. 

[Vetted by Audit.] 

[F. No. 7/.5i66-CX.\'II.] 

Recommendation 

T h e  Committee arr surprisrd m w  rltr dclay of thrcr wars on thr 
part o f  the Collector i n  parsing ordns in thir  caw. Sttch Rclavs do not 
speak urcll of rhc urorking o f  thr Exccrrliw mnrhincry. T h c  Committrr 
h u r t  that overtime fcrs are bring Imirii in othcr cigarrllr Inrlon'cs aftrr 
the Central Excisr ofices wrre drclarrd as Cr~.clorns Offj~rs. The Com- 
mittee ulould likr lo be informrd of tlrr action mkrn ngainst lltr Collcrlar 
for the unlustrfinhlr Oelav o f  :3 wars. 

[S. No. 56. Para 3.226. A p p o ~ l i x  S K I  of 44th Report. 1Wi.i-66.1 

T h e  Director of Inspection (Customs IL Central Excise) has heen 
asked to enquire into the reasons for the drla! metitioncd b y  the Chm- 
mittee and to rccommend suitable action against the ofKrcr respnsiblc 
for it. 

It may also be mentioned that overtimc fccr  a& being cctllectcd from 
all cigarette factories as and when such fees arc leviable. 

[ndy vetted hv Audit.] 
[F. NO. 13/2/66-LC.11.) 



The Comtnittce feel concerned to note that the particular Collccto- 
rate omitted to enforre the dear prmtision in the Central Kxcisc Rules 
tho1 orwtime fcrs rrtill be dotrble of the prescribed rates if umrR chargc- 
nblc to such prs  was clonr lrom (i P.M. on any day l o  6 A.M. on the 
following day including Stlndays and Prlblic holidays. They trust that 
necessary remedial mcasurrs hnur b r ~ n  lnken lo aiwid such mistakes in 
future. 

[S. S o .  .-)i, para 5,229 of Appendix XX to 
41th Report. 1 w.i-66.] 

A m o s  TAKES 

Soon after tlw short-lev) of overtime fees was brought to the notice 
of the Governmetit, correct rates of overtime fees leviable were again 
brought to the notice of all concerned. 

[F. SO. 1.i 14 'Tdi-CSII'.] 

Rcccnntnendat ions 



Para 3.233.-Public :4ccounts Cornniittcc's recommendations have 
been duly noted and conimun icatcd to all the concerrlcd Collec.tors. 

Further information relating t o  rcconi~nc.nd.ititrr~~ in Swill  No. .iH 
(para 3.235) - 



Recommendat ions 

[F. So. Sti, 12, 66-CS.i.1 



3.264. According to Ihe Alirristry's nole the arrears as on  1st April, 
1964 arnourllcd to  Rs. 609 1alih.s out o j  u*iiic/t atr amount of Rs. 368 
lakhs uus  p e n d i q  for more than otte year. Tire tolal demands outsland- 
ing as otr 1-4-196.5 amoimletl l o  Rs. 1,110 lakhs (Provisiotral) out of 
which an  arnourit of Rs. 438 lakhs was penditrg for tnore Lhatr one year. 
TEe  posifiorr of arrears it1 thr, prertiotts ymr was Rs. S(i6 lakhs on  
1-4-1961, IZs. 409 lakhs ou 1-4-1IW am1 l is .  3 G  lukhs on 1-4-1963. 

3.265. T h e  Cointnit~ee f e d  conrcrrrrd l o  ,role cot~sitlerablc itrcreasc 
in the arrears o f  excise r1rctie.s from y n r  lo ?car. Tire Commillcc had 
vide para 62 o f  llreir 27th Hrl~orl ('l'hrrd Loli Sahha) c ics~~ed  thal vigor- 
ous steps shorrld be rakerr to lrqrridale t l ~ r  arrcnrs. The? regre1 lo nole 
that the poviliot~ in  this rc~pcrI ,  i t~s~eacl of itrrpror)itrg has drlerioraled 
further. 

[S. No. 60, Para 3.2Ci.i of thc Appcridix XXI of 
44 th Report, 196.5-66.1 

The obsen.ations ot the Coniniit[ec have been noted. 'I'he Col- 
lectors o f  Central Excise have again hccir inst~.~icted to purwe arrcar 
cases energetically so that arrears could bc eflcctivcl\ rctluced. 

[F. So .  :\ti/ l I ;  6ti-CX.I.1 

(Para 5.26.;) From time t o  tinw we ha1.c bcm issuing directions to 
the Collectors to devote personal attention a d  pursue rccovery action 
in all pending cases cnergctically so that a~~c ;u . s  arc cfkctivcly rcduccd. 
Copies of instructions issued arc e~~closcd. 

[F. So. 36 !3 : 66-CS.1 J 

SCBJECI .-Ltrion Excise DII~ICJ--.4 rrrtir., oj It ca~etr ~rr-H~rottr~ttrtrdalio?ts 
of the Public Acc~~u1rt.t Cornmiller, Para ?ti:) oj 44lh Rcporl. 

I am directed to rcprcldutr below thc cor~~luaio~is of thc Public 
Accounts Committee in para 263 of their 44 th Report, 1963-66. 

"263. The  C'ammittee feel concerrrcd to note consicicraldc increase 
in the arrears of Excise duties from year to year. The Committec had 



69 

vide para 62 of their 27th Report (Third Lok Sabha) desired that vigorous 
steps should be taken to liquidate the arrears. They regret to note 
that the position in this respect instead of improving has deteriorated 
further." 

2. The Board dcsires tllat the akwc rccomnlcndations of the Public 
Accounts Committcc should I)c krpt in view and suitable lilcasurev taken 
to pursue recovery actio11 in all pcndirrg caws cncrgctically so that 
arrears arc effectively reduccd. 111 this cotincction your attention is also 
invited to Board's letter I;. So. J(i,'t(/G.l-CX-1, datcd the .Mi December, 
1 (364. 

The Uoard rnay 1)c ful-nisl~cd with analyi, o f  the pending arrears 
with an indication o f  thc s t : p  taken to licjuiciatc thc same. Monthly 
progrcss reports should tlrcrc;lfter- be umt to thc Board regularly to 
enable tllc Hoard to apprcciatc thc eltort\ ruade to rctlucc the arrears. 
Bad cascs of arrcars wherc tller-c arc no cll;~nres of rec.ovcr)-, and cases 
wherc thc mattet is pc~~cling bccnusc ot (;ourt caws should bc indicated 
suitably. 111 regard to cases whew tlrcrc i 4  I IO  chance of recover!., it is 
bettcr to write of1 the arrclrrs ;~ftt:r p r o p  cxm~i~iatiorl in conformity 
with the instructions or1 the subject, iu\tc;d ot carr\ing a dead load of 
arrears or1 record, year alter !.car. 



I am direc.tcd to rcfcr to Iio;tt.tl'\ 1c.r 1c.1 I - .  So. :',ti .' l l i td i ,  ti;~ted the 
20th April. I!lW and tltr 2 i rd  Aupt\ t ,  I!Mi(i. .\ cop! ,  01 JXII.:IS I to  3 
of the Director of Inq~cctiort. ( : u s ~ t r ~ ~ i s  ;111(1 ( : ( Y I I I ; I ~  1;.sciw'3 I1 .O.  Note 
No. 503 2/67,  dated tlic Il-;-l!jti'i O I I  tht. sitl)jrct I I I ) I C ~  ;11)0vc is en- 
closed. T h e  Uoard clt~~il-es tirat suit;~l)lc 111~~;1~11rc~ 111;1\. pIe;iw I)c t;lLe~l 
t o  effectivel! reduce llw a~.r.r;ir\ ; ~ r t c t  t o  di\pow of ;~j)peaIs ;I\ quicL.ly 
as possible. 

Kefereiice is invirctl to 111c >i;itc.ltii.trt o f  ; I I I C . I I ~  o f  r.r\c-rtur for tllr 
month ending Miirch, IOo'i. I t  woulcl Irr ol).ccr\rd that t l ~ c  toti l l  i i l i i ( l t l I I t  

of arrears in I.;ISC of I X ~ ; I T I ~ I ~ ; I ~ L I I I ~ . ( ~  ; I I ~  I I I I I I I ; ~ I I I I ~ ; I ~ I I ~ ~ ~ ~  I ) I ~ . K ~ I I ( I ! ,  it[ tlie 
end of March, 191i7 arc niorc th;lri the to~~c .a l~ui~ i l i r )g  11icrr1t11 0 1  [ l ~ c  1.1)t 
year except iu caw o f  \2'cst 1 ic l )~a l .  I'OOII;I. .\latili!;t 1'1-;rclc~ll ,111tl (hlcutta 
and Orissa Collrctotatcs. :\II ; t ~ ~ i t l \ s ~ \  01 L I I C  s t , ~ t r i ~ l v ~ ~ t  01 ;trrc;us of 

products are under correal~o11dc""r citlicr I>c~wcc~l  tI1c zlucawcs aucl the 
assessing offic-el s or t h y  ;trr pelid in& ;I[ tI1c <:ol lrr toi.;~te Hcatlquartrrr 
for one reason o r  thc other. 111 a 1;trgc. rru~~tl)c.r of appeals, the pi lpcr~ 
arc reported to  tx urlde~.  w iu t i r~?  i l l  thc. (:ollcctoratc: ttfir.es. 111 mosl 
of the caws, the Collccto~ate ofiic.c.s II;IW t;il;clt r t~or r  than two to three 
ye- t o  findisc ttw cam.  Ny and large the crfkcrs take tltcir own time 
in finaliaiag cases, with the result that the arrears are r ~ o u ~ l t i n g  up 



2. In  case of unmanufactured products, the position is far from 
satisfactory. Every year the arrears show an upward trend. Special 
terms to rcalisc the arrears have not been formed in most of the Collec- 
torates. 111 fact. the realiratiorr of the ;irreiir\ iz  not being given the 
attention, it deserves. In most o f  the Collectorates, the arrears in respect 
of tobacco pertain to the sears a\ far hack as l9i6. 

3. It is high time that all offictrs take up the work o f  liquidation 
of arrears and finidisation of appeals and other cases under disputes 
with all ~ e a l  irnd earlieztncss cir1c.c the total amount irivol\d is of the 
order o f  ahout Rs. 11,.00,00,000. 

Rccommcndat ion 

ji! Totrd n u n ~ l r r  of offences trndcr thc Central 
Excioc Id\* prosccutcd in h u r t s .  

( i i i )  'I'otal val~rc of goods seizcll . 85,59,877 

( i v )  Total valuc of goods coafiscateci 1,00,072 



Total amount of duty assessed to be paid in 35,32,592 
respect of cases where levy of duty was ad- 
judged. 

Total amount of fine adjudged in lieu of con- 3,72,620 
fiscation. 

Total amount settled in composition . 1 ,06,02 1 

Total value of goods destroyed after confiscation 92,530 

Total value of goods sold after confiscation . 72,656 

The  Comtnirlrr tlesirrd lo br \trrrrisl~rd wilh a note ( i )  slaling 
the lolal ~lnlrre of rhr goods ,srizrd. o11,1 (ii) rlre orrlconlr 0 1  the proseci~lrons 
in the remaining 9 cn.vrs oirl of 10 ~nrnliot~rd in Ihe Alddit porn. T h r  
informnlimt* funrtskd h y  tlrr ,\li)ri.s/ IT i . ~  gi~~rtr nl Appendix SS. 

[S. So. (j2-lBar:i ::.274--.4ppendix SSI 44th Report 1!16.jdG]. 

The observations of the Cotnmittcc h a w  hccn brought to the riotice 
of all Collectors of Central Excise for guidance. 

[F. No. SG!H!fi(i-CS.111 

T h r  Comtnirrrr art- far from hnppy lo nolr the mannrr in rc~hirh 
this Act has bren krpt on tlrr SIat~rle book lor over H years withottt being 
implcmentrrl. Thry  obsrnv llrat the I;o~rrrnmcnl iu11t-d a notification 
enlorczng the Act from I.',~lr Jnrrziary, 19.X btrr merely bv nol ;rawling Ihc 
rules /hererrndrr, it r/,brtrr~rly pr~r~rrrlrd rlrr i t i lenlio~s oi Parlicrmctrr 
from being carried out on a tcrhnicnl grorrnd and thtis frrrstralrd the 
expressed intentions of Parliamenl and sidrtrarked 11s authority. 



'I'1rr.y ( rp l  111111 l l r r  S / I I / P I ~ J P I I /  rnadr d u r i n g  ei~idtlrice lhnr !he t71f l i l l t -  

~ ~ ~ c l r r r ~ ~ r s  w r r r  / ) r ~ p r w I  1 0  [jay a d d i / i o ~ ~ a l  exrt.sc d t r /y  h1~t o /~ j cx t * f !  l o  it.$ 
t w l h o t l  o/  / ~ r y r t r r r r /  i ~ t 1 ( 1 1  r . ~ r i \ r  dtrty i s  hardly rOt t i l i~ t~ i t t ,g ,  init in1 
wl r rnr r  t*trrG\ngtvl itr tlrr ,Ji . /  r r t r ~ ~ i ~ ~ \  prart icnl ly r rn r l rn r r~ rd  111 nc rntrch 
(I., /ht ,  tJ.\/)or./ 1~1~1~g111~otr (rnd /Ire c~hligt11Iot1 / r )  j ) c t r ~ l t >  011 (117s .shor!- 
\ N / /  ngutl i t t  t 8 \ l ~ o r l  r , b l i g~ / i c~ t r  \ ! i l l  I . P I ~ I ~ ~ N . T .  T h r  ~ I Y  of f ) c t i f l ! f ~  ; c s f l c ,  if 
n11yI11itr~~. 111gItrr tlrfrtr / / i r  r t ~ n ! ~ r t i i ~ I n t r d  i ) r ~ t n l  e . ~ r i w  d 1 1 t ~ .  

* f ' h ~  ( . ' o ~ I I ~ ~ I I ~ / ~ I ~  o l w  / t ~ !  ?wr / r r rbrd  10 t io /e  /h(lt  t h r  ltvIe5 rt-quired 
10 h r  \ IYI I I~PI/  ~rtrdcr tht* .-f1.1 11~11 ttot h r n  t r t t rn id f l s  i t  w f l . ~  d t ~ i t i n l  /h(:t ria 

/ I I ~ I / I P ~  \ t r / ~ \  1irr11 lw I t t l i ~ t l  to  i r r ~ / ~ l ~ t t t r t t /  / / t r  .-Id. Thr?. f l r ~  trot ronr4trred 
/I\. 11i1s I I I ~ I I I I I C I I ! .  I l ' lrrrr ( i t ,  ...I( t of f Jn~ . l i ~ i t r t rn t  sprrif icnl ly pro;dr.s lor 
/ ~ t t t t / t t / g  ( I /  I<II IPS / / r r ~ t ~ ~ ~ ~ ~ r t / ~ ~ r ,  1 1  it ~ I I C I I I I ! ~ P I ~ ~  /I!MIO G ( > i ~ t * ~ ? t f i i ~ ~ t !  ! # I  <It> co 
i / / ~ i  I ~ I I I I I ~ I / / I  I I I .  I f  o t r  tlrp o t h r r  / t n ~ d ,  i t  :ilnc. c!ec:rirrl 
t h t  110 / r r ~ t / ~ t ~ ~  t 1 t 2 ! j \  lw Inkctt t o  ~ t t t / d ~ ~ t t r ~ r /  / h r  .4rt. i t  is W I !  r i v d ~ * ~ ~ t o o d  
i t 8 / l y  / / i t '  f ' t ~ t ' / ~ ~ / t ~ t t * t ~ ~ ' *  /~ t~ r t r r~ \ , i o t t  ; t ' ~ t t  t t t ~ l  1!1kett / / / q !  flttd :!,!IS J!P~)$  

i r ' t S ? ' t '  f iO t  ~1 i~ : t ' t i  l : ~ t l ~ i ~ ~ r ! i ~ / t t ~ / ~  1 0  ~111 .~ f '  11lt' -41.t W / ~ f f l / f l ! .  

' l l ~ i -  ( ~ ~ I I O I I  l.'.~iwi( s (:\:\di~itm:~l Fwiw I h t \ )  .4c I .  l!j3i \\.as enac t4  
I) \  tllc I';~t~li:~~tic~it \o ;I< to provide I w  the lev\ and collection of an 
:tcldit iotwl (1111 \ ol' c w  iw ill  t l ~ o o c ~  cxws where the quatrtity of cotton 
f;tI)tic.s c-spor~ccl In ; I I I \  t i d l  i n  i\t)y year fell short of the c x p w  quota for 
I v ; t  I ' l ~ c  .\(.I war p;tr\thcl oil I i f h  Septc.ritk. 19.5; ; ~ l ~ r i  I)tot~ght 
into l ' o t t t*  i t 1  J;IIIIIAI,\. l!).-bS 11ut IW ri11cs wwe ft~111ed bv the C h ~ e ~ r ~ t ~ t c n t  
for  tlw p r ~ r ~ n ~ w  ol' cclllectit~g excise. 

1 I---I I..S/PAC:67 



111 t lw  111itIdl(~ 01' l!b:iU, r q ~ c w ~ i t a t  i\w 411 (I~I IOII t c x ~  ilr i~ l i !u \ t r y  
r c p r i r ~ ~ ~ c d  t o  111c (:oni111crcc k III~~II\II.\. J l i t ~ i \ t ~ l ,  ;11)01it t lw  p r o b l e ~ ~ ~ i  
whic 11 11ic ili(111s1n W;IS the11 I'm ing. .\I'I(~I~ (-X;IIII~II~II i o11  (if the- i;lnw. i~ 
w;ts dc.c.itlctl tlt;lt i r  would 1w Iic+(.ci\;lr\. t o  wt I I ~  ;I I i w n ~ i t  t rc  t o  c.ol~.iiclv~ 
I Iwie p r ' ~ l ) l t w ~ +  ;mI ittggr\t a so111rio11. .\ 'I'CXI ik l Z . ~ i ~ l t i i r t  ( ;ti:*1111it tct* 
\\.;IS ;wx1rtlillg1\ w t  11p OII !!!I-.i..',S t o  IIINI~*II;IL(- ;I r. : tp ic l  ' ittld\ o f  111c 
p t o l ~ l c n ~ s  f;~c.ing I hc. i ~ ~ d ~ l i t ~  v a.ic h ;I vicw to ( I~;I~IIII~II~ I t ~ r  (XIIYC'S I h r ~ ~ c o l  
;III(~ t i t  casplcw ;111cl suggest ~ ~ c ~ ~ ~ c t l i ; t l  II~~*.I\III car. 1 ' 1 1 ~  ( :OIIIIIIII ICY*. I U / I  t 

1111ti W;I\ 11) III;ILV ~ J C <  i;11 \ t ~ ~ i I i r s  01 I IIV c ;IIIW\ of I 111, i l ,~ I i ~ w  111 1111- ~ I N I I  t 

01 i 10111 \ v h i ( ~ l ~  h;tcI ~ M ~ I I ~ I - C ~  imt t l ~ w  ;t11(1 r11ggc.1 ; ~ p p  I I~I i.11 III!-:IWI 1.5 

{ t i  a r ~ r s t  1t1t. I~WI~IK\ ;111d 1 4 )  IIII)IIIOI~* ;III~ I~I;I~II~;I~II c ~ ~ ) 0 1 1 ~ .  'I'IIc~ (~IIII 

111ittcr i l ~ l m ~ i ~ t t d  i ~ s  Rep ) r t  ill ,111l\, l!l.-~S 11 1111 11 t OIII:IIII(~ I i II,I~~!CI OII 

c.spc)rt ~OII~OI~I~II. .I.IIc* (~~IIII~IIC~: OIIU:I\V(I I!I;II i~ t1;t11 IWI~ ~ r p r ~ i t ~ ~ ~ t t ~ l  
t o  il \r i l l 1  ~I,~.;II I t i ~ c c  ~II;II ~'XJHII I\ io111d 1101 1)v III:I~II~:I~II(YI r . \ : . l l  .II 111c I t11.11 

mi i \ t i l tg lc-vel\ :III~ ~I"INII~I C~II~IIIIIC 111 1.111 II I I~<\ (IOI~I III l w  C~IKIII~YI \,.,I\ 

I - M I I I  I IIIIIIII;I~~ I I .  'I lie (:OIIIIII~IIW ; t ~ l t t ~ i t ~ d  111~. fol-IC of 1hi4 
(~)II~(~I~II~II ;IIN~ ~ c t i t w t d  I!IV *(~C-IIW 1111 IIIV ~II~I;I~~.III~III I I ~  !$.(Mtf~ ;IIIIO 

111;llir I o c i l i l i  ill I~:II cc)litr.ur. '1'Iic < i m ~ n ~ i ~ t c . c - ' \  c ~ l w ~ . \ . ; l l i o l ~  \c,l\ t11:11 111~ 
~ . C . * ~ O I I U *  t o  111c \OI(-III~. 11;1ci 1wc.11 c . \ ~ r w l c ~ l \  i l~;~r lcc/~l : t tc ;111(1 r1t:11 i t  \\.;IS 

; r r ~ t i r i p ; ~ ~ t d  that t lw  uhc-nrc. rnigl~t IIOI ~IIIII I ~ ~ I I  r I l ( * t ~ i \ . r l \ ,  'i'!lr. (~IIII 

n i i ~ t c t * ,  t h  (-for(&. I ~COIIIIIICII(~! ;I IW iu (1 ~IIVIIW 11 I IIII,~ !I i t  11 '! 000 :IIIII~ 

itlstiil lcd. Sir~c.e the u t ~ c n ~ e  few rhc Iiceri\il lg 01 IH,i)(k) ; l l r t o ~ ~ l ; ~ l i i  I c u ) ~ ~ l r  

rniwh rcgtrttcct that Irn.;rt~w of chtrgc* i~ i  rl lc o i l ua t i o~ .  t lw  i n t t t ~ t i o n  
with which the . k t  had  l r c n  pit\w.tl Irv F;rrl i : l tno~t c.crt~)d t w t  Iw itnplc 
r ~ w i l t c d  I , \  thc  3liniqt tr  



3 . E A  HcEorc the wllcme for the installation of 18,000 a ~ m m a t i c  
Immr w;ra formuli~ted, Coverniaent had jakcn full care to  consult the ' 

repescntittivc o ~ i t ~ ~ i ~ i t t i o ~ ~ s  o f  the indumy and took tlrcn~ into cttnlidence. 
'I'hc popowls for ttlc u.t~errrc had Ixcn discu.wd with the rcprt.rr~tatives 
o I r 1ro111oi11 I I I  a millowners t'~k,n~bay and 
AI~~r~etl ;~l~i~cl at ;I rr~ecting hclcl on thc .;th April, I !  All pewrent at 
tllc t ~ ~ c c t i i ~ g  aglcctl t11;rt I I I  i~lloc;tti~rg tllc auto~rlatic 1cn)nl.i .I pt;wat#ec 
I'ro~n tllc i r ~ t l i t  kllral 111i11\ ; ~ I w ) I I ~  cXport\ h ) u l d  tx takcn and rhc guarautcr 
dro111d t.o\c*r (a) [tic cr~~itc: p t ~ ~ ~ l t t c t i o ~ ~  o f  cloth or1 tlw acIditi~)t~al ; I I I I ~ ) -  

111i11it IOOIII\ i111(l (1))  ;I ( I I I ~ I I I I ~ I ?  c q ~ ~ i v a h ~ t  tth a f~xcd p c r ~ c ~ ~ t q c  o f  pwt 
p o t  of I I t  I !I(. rc.prcuwt;~ti\cs ;11w) itgrcml that wrnc w r t  of 
\ , ~ i r c . t i o ~ ~  r\ .I\ ~ ~ ( l ~ ~ i ~ t x l  I O  C I I I O I ~ C  ~ I I C  CXP()I I oldigatioo ;ttld a \ugec\ticm 
\\a\ I I I ; I ( ~ C  ;II 1111 ~lwctir~g lhai this coultl takc thc f o m ~  of pctl;~lt\ ~cgit-  
I I  t i ~ l i ~ ~  I I I I I  0 o h .  (:ash pn\mmt ; I I ~  p t i i ~ l  cac.ir 
c l t t t \  rvcl c. I I I ~ I I I  i o r l c . c I  i r r  I hi* c o ~ ~ t c s t .  ;\ftcr thr W ~ C I I I C  \vas ipp~-o\eO tn 
the. (.O\CI I I I I I ( , I I I .  clt-t;~ilctl tliu tt\\ior~r wrc. ngilin held with t lrr? \.triortr 
\ l i l 1 0 \ ~ 1 1 ~ ~ 1 \  . \ W N I . I I I + I I I \  i r k  J I I I I ~  a11d Jill!. IO.-Ai i t ~ > < I  thc WIICIIIC \v;19 put 
I I I I ~ )  cIlr(t O I I I I  ~ I I C I C : I ~ I ~ I .  I t  rva\. tro~vcvc~, O I I I \  itftcr it~dtr\iri'tl litc11cc3 
1 1 ; d  I K T I I  i\slw(l t o  111,. i ~ ~ ( l ~ \ i ( l t u l   mill^ [hilt ttw ICIJM)~IX' o f  ( I IC 11ti1l. r\.;t4 

I O I I I I ~  to I)( '  I I I ~ ( . I I I  ho\i.l\t i( . I t  \+.ill IK' WCII I l ~ i t t  < ; o \ r r i ~ t ~ ~ c ~ ~ t  did 1101 



8.257. While the xale of pemalty ren~ained more or less the same as 
the penal excise duty, the reyised c x p ~ r t  obligatioll comprised c d r e  
production o f  cloth on additioiial au~omatic Itmms plus -50% of thc past 
exports, if any, as  a gain st XSh:;.;, o f  the past exports e11vis;lged origit~ally. 
Penal excise duty could be collected as am1t.s of 1i111d IWCIIIIC  g gain st 
which tollcrtion of pet~i~lty was taken to I)c less rigorot~s. 

[F. No. 1 / S l  /'Tex(H)/GL] 



MINISTRY OF FINANCE 

Rccommcnda t ion 

Kcc o~ar~rentlatio~~ 



Instructions regarding ataintcnancc of n regislcr of a d i t  objectiotls 
in the hcadquartcrs oflicc of rirc <:om~nissio~lcr of 111co1oe-tax liave h e n  
issued vide l h a ~ d ' s  letters cli~tctl I!)- I!?-I!W ;~ncl !?-ti. I!Niti (ropics c~icloscd). 

I art1 ditcctcd to \it\  that i r t  lhc colttw ( o f  t t ~  ~ . c ' t r . ~ ~ t  rwcti~tg ot tile 
Pitldic .kc-ou~tts Cotrtntittcc thr (;ottrpt.roller ;~nd ..\i~clitor (;cn~ral o f  
India hid s~~ggcstcd 1tra1 a ~c.p;slcr slrowity: t11r ptu)gt.c'\s of tiic ;tttdit 
~ ~ I ~ j c c t i o ~ r ~  p~itttmi ottt it1 I lit- .!udit R ~ M I I  I \  ~ l ~ o d c l  iw I I I ~ I ~ I I I  i ~ i ~ m l  i11 I I W  
Hearlciu;~~ tcrs oflicv 01' the ( ;o t~l~~t is \ ic)~~r t .  01 I I I ( ~ I I ~ *  [;IS. I ' l ~ i )  wg;cs~io~i 
Itas Ixcn ajirrrtl to lo! t l r r  Iicu~cl. I ~ I I I  10 ~r(ltlcst t l ~ t  ~ I I ~ I I ~ C I I I ~ W ~ ~  111;t) 

In: rnaclc t o  opco ;I tcgistc.1 ( H I  tlrc 1i11cs italic a~rcl IH'Iow: ---- 



Incon~e-tax for report. Entries should 1w made in the rcgirrra 
;IS and w l r c ~ ~  the draft para is received fro111 the &md. All 
the cases metltiontxl in the para should Ix entered in the register. 
the \cri;~l t~utnher giscu in the .l.G0\/<:.A.(;'s list should be 
followrrl f o ~  the ptrrpow of 111;1Ling ~ ~ ~ t r i t - ~  in the ~egistcr w) that 
thc tot;tl 1111111lwr r l ~ o \ w  in the list tallies with the total 
I I I I ~ I I I ~ ~ T  of ( i1u.s \IIOWII i l l  tllc register. 

(iii) ;\ st.j);~r;~tr* rrgistrr is to lw npcntul for Audit Report of each 
\'c';ll'. 





AUDIT REPORTS 

No. of Amount No. of Amount No. of Amount 
C a s e  cases awa 

- 
(i) Under-assessment 

pointed out by Audit. 

(n) Under-assessment in 
respect of which the 
Department has ac- 
cepted the audit ob- 
jection (fully or partly) 

(iii) CaJa out of (ii) a bove 
whuc rectification ac- 
tion has b a n  taken/i 
being taken. 

( iv) Amount realised out 
of (iii) above. 

(0) Chm out of (ii) above 
which could not be 
rectified having be- 
come timbbamd. 

(d) CSLM where the dc- 
putmat is yet to 
take action. 

(oii) Brief reasons for the 
delay in (m) above. 



CENTRAL BOARD OF DIRECT TAXES 
* < 

Mcuc Dclhi, the 2nd J r r w ,  1966. 

From 

Shri M. M. Prasnd, 

Under Secretary. 

All Comniissioners of Income-tax. 

Sir, 

I am directed to refer to Board's letter of even tiumber dated the 
19th February. l ! M  on the above subject prescribed being a proforma 
for the register showing the progress of audit objections and to say that 
the Public Accounts Committee has suggested that the register should 
contain information regarding the nature of audit objections as also the 
particulars of the officers responsible for the mistakes. ' fhe profortrra 
prescribed for the register has accordingly been revixd and the revised. 
proforma is enclosed herewith. I am to request that the colun~t~s  of the 
registers already opened may be suitahl! amended so as to  bring them ill  

line with the revised proforma. 

Yours faithfully. 

Sd. (hi. M. PKASAI)) 

I 'ndcr Srrrrtarv. 

Copy of Comptroller 8. Auditor General, Ncw Dclhi in continuation 
of Board's endorsement No. Hi1 /7  1 /fi.?-I.l'.(B) dated the 19th February, 
1966. 

Sd, (M. M, PRASAI)) 

Under Secretary. 



* Part I -- Cases involving a tax effect of Rs. U),000 or naore 

Part I1 - Caaa involving a tax dfcct of lars than b. 10,000 

Part 111- Cves of over-assumenu. 

Serial Name of Awsement Brief nature Amount of under 
No. amamee year , of audit asastmcnt./ 

objection ovcrassevtment as 
pcr audit. 

Amount of under- Whether recti- Amount of Amount 
asscsstment./ovu- fication has k n  actual demand recovered/ 
assesstmen t. as per made raisedlrdund dundtd ,, 

Deptt. duc 

If the recovery is If the audit objection has 
likely to take con- not been accepted, indicate 
sideable time the whether the A.G. has with- 
masons thereof drawn thc objection. If 

so, indicate the number & 
date of A.G.'s lettcr inti- 
mating the withdrawal 

Indicate whether the 
assasmcnt is b a d  
by limitation airhy 
partly or fully. If 
so, the arnoun t time . 

barrtd 

Name and dcsignatioh of the officer 
responsible for the mistake 

I! 

* Iklub whichever is inapplicable. . 



84 

RecOrrnaQldatio~ 

The Committee vept  to note that information desired by them in 
porn 3 of their 26th Report has taken the Board 12 months to colbct and 
is still incomplete. This gives the impression that the Commissiot~crs do 
not act promptly on the instructions of the Board. The Commitlee hope 
that steps uiould be taken to collect the factual information forthwith qnd 
supplied to the Committee. 

[S. No. 3, Para 1.1  1 of Appendix XIV to 46th Report (1965-66).] 

The required information has already been sent to the Cotnmittee 
vide Ministry of Finance (Department of Revenue 8: Insurance) O.M. 
No. 7/82/64-Cmrd dated 19-1 -66. 

Recommendation 

Front lhe note furnished bs the Board of Dirccl Taxes, the Cm1- 
mittee obsekc that sunas of Rs. 15.83 lakhs, Rs. 5i.61 lakhs nntf RL 59.83 
lakhs u w e  reported to have bec~r rccozwed out of the under-assessment , 
pointed out in Audit Report for the ?ears 1962, 1963 arid 1 9 6 4  respecli- 
vely. The Audit pointed out the under-assessrnetrt to the extent of Rs. 1.21 
crows, Hs.  1.19 crores atcd Hs .  2.2!) cl.ores in the Audit Reports 01 1962, 
1963 and 1964 respcctivcl~. The Conrr~rittcc feel that the Ds@rln~erit 
has not been quite pronlpt i ? ~  scltlcmc?rt of the cases of under- 
~ ~ ~ e s s r n e n t  pointed out by Audit. L)uritrg cvidencc the Cornmittec 
were informed that still tlrcrc were 132 c a m  itrvoluing a sunl o/ Rs. 76.12 
lakhs in respect of which action had yet to be tak& by the Minidry 
though more than 12 mouths had elapsed. The Concnrittee iecl that there 
L a danger of some o/ these cases getting time-barred. The  Conmitree 
desire that the Board should first clcarl?. decide whcthcr the audit objec- 
tions raised on different case3 of urrdcr-as~css~trc?~t are to be accpldd and 
if so, demands should be raised ulrll in time itr order to prcrarrt these c.a.ses 
front gctting time-barred. The). desire ttrnl the Cornmi~sioncr o,f Irrtowrc- 
tax and the Board should keep a utatrh over thc ca~cs o( utrder.cusr~sne111, 
so that the amounts under-a.rses~ed are reali.rrd prom ptlv. In [his contrcr- 
tion, the Committee wcre co?~ccrrrcd lo lrarn that lhc work- l (~d  o( 1.7'. 
o&ers had further increastd in 3964-6.3. The nzwage rlisposal~ from I.T.O. 
in 1964.65 u w  1293 cases as against 1003 c a m  in 196243. The  Comtnitlcc 
would also like to reiterate the recommendations made by them in para 
3 of  their 28th Report regarding reducing the work-load of Income-lax 
Of iers  with a view to obtaining the nptimum rfin'cnry and also the 
desirability o f  investigating in detail the rases iv~volvitrg an ut~der-aucss- 
mcnt beyond a certain amount. 

[S. No. 4, Pars 1.12 of Appendik XIV w 46th Report.] 



The  observations of the Committee have been noted. Instructions - 
have already been issued to the Commissioners of Income-tax that they 
should conduct a review of cases pending rectification, take necessary steps 
to have the mistakes rectified and ensure that no case of rectification gets 
barred by limitation. In order to reduce the work-load of 1.T.Os the 
following further steps have been taken: - . 

(i) 300 posts of I.T.Os were sanctioned in 1964-63 which have since 
been practically filled up. Another 200 posts were sanctioned in 
September 1963. Recruitment to these posts is yet to be made 
through the U.P.S.C. 

(ii) Instructions have k e n  issued to utilise qualified inspectors lor 
disposal of small income cases and for examining the accounts 
in higher category cases, if the Comniissioners of Income-tas so 
desire. 

(iii) 111 order to relieve the 1.T.Os of wine routine work, instructions 
have k e n  issued, for the creation of Special Recovery Units co~u- 
prising of one luspector, orie Upper Division Clerk and one Lowet 
of one Inspector, one Upper Division Clerk and one Lower 
Division Clerk in each unit, which will be assisting the 1.T.Os 
in collection work. 

[F. KO. 83/25i WIT(B)] 

Recommendation 

7'lre Conrrnrltcc r r p t  to ?role that t h l ~  calcrtlalion mistake committed 
by thc i.'.D.C. escapd ~rc~licc ol trot otrly b! lhe Irrconre-tax Officer but 
also tho1 of It~trrrtal ..lutllt Par l~ .  I1 appears that a?or the Intcrrral Rudit 
did trot check orirlr~rretital calculation u.hich was orrc of their nratrr duties 
to do, as o1lrcmi.w this shotrld it ail^ bertr dctccteti by thcnr ntrd it 
only u*trr~r this caw came to thc notice of the Hrrwruc Audit that the 
urrdcr-asses~menrt catne to light. The  Cortlmittce reel that all the persons 
i~rr,oltvcl r r r  thrs case viz.. the l!.D.C., Ittcotrre-lax Oficcr ntrd the Ilrternal 
Attdil Party were nc.giigetrt. The  Comttrittec note that the U.D.C. atad 
the I~rtcmul Autfil Parlv had bcor uwrtred in this rasc and that the 
nlistakc i~ calct~lat~oti has bcctr rccttfied and Ihc ncccssa ry denlantFs issued. 

' They uwuld, houlmrr, rrcotnrrrord !hat learning from this case the Board 
s}&d exarni~re tltc tiesirability oJ clirnittutitrg the paise and introducing 
the J ~ S ~ C I I I  of rot~rrilitrg off of the a~mtrtrts to the nearest rupee in such 
cases it1 ortler to mittimisc ltrc risk of u w a g  calct~lation in future.. 

[s. KO. :, para 1.19 of h p p i d i x  S I V  to the 46th Rcpon, 1965-66.1 



Necemry amendment has been made in law by inserting accti?n 288- 
B, by Finance Act, 1966. 

[Duly vetted by Audit zitle D.O. No. 2543-Rev. A/200-66, clatcd 6-8-66.] 
- 

[F. No. S6/26/64-IT (AI) dated 1-9-Gfj.) 

Recommendation 

T h e  Committee are surprised l o  note that i n  this case, [ h e  Incotne- 
" a x  Officer rook Iltr hasty step o l  trying t o  recti/s / h e .  mistakc without 

refere?lce l o  records atrtf it1 the process corr~ttiitlecl anolher mistalte. IVhiIr 
the  Cotnrrrittee tiole that [ h e  Dcpnrttner~l ha., slwce recovered the atnount 
of utldous.ses.~mct~l, rhej uwul.ti it~rprcss upotr Ihe Hoard to  irrstrrtct /Ire 
Offirers lo  cserc i~c  grcn1c.r rigilarrce and rauliou. T h e y  also Iwst  that 
ulith extension 01 stojw o\ itrlcrrml audtt ,  such cases w i l l  ?to/ recur. 

[S. Xo. 6, para 1.24 of .-\ppc~idix S I V  to the 46th Report, I!NX,-W.] 

As desired by the Committee, neccssar! instructions have he11 iss~led 
to dl the Commissionc~~s of' Iticonic tax that the observations made b y  
the Cotnnlittee should be brought t o  the iio~ice of the assessing Otiiccrs 
in their charges and they should I)e advised to take spccial care to sec that 
such irregularities are avoided i l l  future. A copy of t l ~ c  it~structions 
issued [I;. Xo. Yti  H? titi-IT(AI), datctl 27-84iti.l is enclosed. 

[I)ul\ tctted b\ auti i~ i ' jde D.O. No. .YS.il ;Rev. A,'200-40, dated 
23-9-66.] 

[F. No.  36; 3 1-(61-1'L'(AI) dated 27-9-66.] 

CEX'I'RAL HOARD OF DIKE;<:'I' TAXES 
Xcul Dclhi,, fhc 27th .4 rcg~rst, 1066. 

From 
Shri J. C. Kalra, 
Secretary, Ceii~ral h a r d  o f  Direct Taxes. 

To 
All Commisrioners of Income-tax. 



Sir, 

SURJEC~: -~rre~ulhritie.s noticed by the Audit parties o/ the O.& AS.-  
Obsenlalions made by the Public Accounts commit led-- 
46th Report. 1965-G6. 

d 

I am directed to say that in their 46th Report, 196.546 the Public 
Accoutlts Committee have made certain observations in regard to the 
irregularities which are commonly noticed by the audit parties of the 
Comptroller and Auditor General in the Income-tax Departmeut. The  
various irregdarities as well as the observations made by the Public 
Accounts Committee thereon, are listed in the Annexure. 

2. The Board desire that the Public Accounts Committee's observa- 
tions should be hrought to the notice of the various assessing officers 
in your charge and they should be adviscd to take special care to see that 
such irregularities are avoided in future. 

3. It may also be emphasized that disregard of the Board's imtructions 
and a repetition of such irregularities will be seriously viewed by the 
Board and suitable action will be take11 against the delinquent officers. 

Yours faithfullv, 
(Sd.) J. C. KALRA, 

Srcr~tary, Crrrt rcll Board of Direct Taxes. 

Shou~ing the ~lariorrs irregirlaritirs rom mitred bv the nficrrs in thc 
Impmr-tns Deparlnlcrrt ntrd ohscnlatiotls made by ,he Public Accounts 
Comnritfrc thcrmrr. 

( I )  After the conipletiall of the assessment of a company, reassessment 
was made to tax ;in escaped income amounting to Rs. 73. 119. Subsequently 
Audit noticed that there had been an  excess allowance of depreciation. 
While the excess depreciation allowance was withdrawn bv re-opening 
the rc-;rllscssolent, the assessment was based on the original in-e instead 
of on the revised as per the re-assessment income. This mistake occurred 
because at the time of the second revision, the ~rcords containing the 
reassessment proceedings completed earlier, were not available and the 
Income-tax Officer rectified the mistake without a reference to those 
records. 

T h e  Committee are surprised to note that in this case the fnc~,met& 
OBiccr took the hasty step to rectify the mistake without reference to  the 



records and in the process committed another mistake. The  Committee 
would impress upon the Board to instruct the Officers to exerciw greater 
vigilance and caution. They also trust that with extension of scope of 
Internal Audit, such cases will not occur. (Paragraph 1.24) 

(2) Two Companies were allowed rebate from Corporation Tax  on 
their exempted income at the maximum rate. In addition, a rebate 
@ 30% was also allowed on the total income including this exempted 
indome with the result that the Companies not only did not pay any 
tax on their exempted income, but also obtained an irregular refund 
on such income at 50% resulting in a short levy of tax. In one of these 
cases, the mistake was pointed ont by the Internal Audit Party in the 
middle of 1962 but necessary action to rectify the mistake was not taken 
until it was again pointed out by the Revenue Audit in January, 1964. 
PAC's Obsenrations: - 

The Conlmittee hope that suitable steps would be taken to ensure 
that prompt action is taken to rectify the mistakes as soon as they are 
detected by any Agency. (Paragraph 1.38) 

(3) A business carried on by an individual as his proprietary concern 
was taken over by a firm consisting of himself and his danghter as partners. 
In connection with this transfer of ownership, gratuity payments were 
made by the individual and these were allowed as deductions in computing 
his total income. However the gratuity arnor~nt was not allowable as a 
deduction in this particular case as i t  was necessitated hs the closing down 
of the proprietary business and the transfer of ownership and not for the 
purposes of carrving on business and earning profits. The  rectification of 
the mistake could not he made as i t  had lxcome t i m e - b a n d  It was 
observed that the mistake was first pointed out by Audit on 20.8-63 and 
if quick action had been taken on receipt o f  the audit objection to bring 
to the notice of the Appellate Assistant Commissioner, with whom on 
appeal against Assessment was pending at the time, the Appellate Assis 
tant Commissioner could have enhanced the assessment and the loss of 
revenue could have heen avoided. 

PAC's Obserodtions: - 
T h e  Committee regret that the Income-tax Officer failed to take 

prompt action in this case after the mistake was pointed out bv the Audit. 
This failure reflects the apathy on the part of the Income-tax OCicer in 
r q a r d  to the points raised in audit. (Paragraph 1.51) 

(4) In the assessment of a Public Limited Co., the assets on which 
depreciation was claimed were re-classified by the Income-tax Otficer. As 
a result, some asscts on which depreciation had k e n  claimed by the 
assessee @ 10% with an extra allowance of 5%. without extra shift allow- 
ance. While working out the depreciation admissible to the asscssce, the 
Income-tax OfhEcr deducted 10 p r  cent of the mi of the reclassified 
aucts from the total claim ma& by the assesace and added 5% OE rudr 



ccmt as the depreciation edmiasibk. In ctohtg m, the cnotra atft allowance 
daimed at 5% was ' h t  sight of. This m ~ l t o d  in an nnde-. ?It 
was stated by the Irreome-tax CWheer a m a d  that the xairtPlre im d- ' 
calzimn had been committed th~owgh an overnight. 

FRC's 0 bscroa t ions : - 
The Committee fuel cmccrned over such costly mistakes commiusd 

through wersight by Income-tax Micerri as occurred .in the prescnt cpw, 
Mhich rmulted in non-levy of tax amounting to Rs. 643521-. They &be 
:that (the Income-tax Officers should he more cardul in dealing whh rhe 
PsMIwments involving large amounts of tax with a view to avoiding not 
only mistakes on points of law hut also those relating to calculatiens. 
(Paragraph I .HO) 

(5 )  Gains arising out of the sales of capital assets are chargeable to 
tax as capital gains hut jewellery and furniture held for the personal usc 
of the assessee are  tot regarded as capital assets for this purpose. In the 
c x ~  of an assewe the statement of jeweller! and ornaments incltded 
melted gold worth Rs. 1.62.l.iO I - .  The melted gold was sold in &es 
subsequent year for Rs. l .%.!I75 ' -  resulting in a gain of Rs. S.S.rrL7. This 
gain was however, not charged to capital gains tax by the Incer~ll~tax 
o/Acer on the g.owd that it was covered by the exemption available 
in respect d jeweller!. 

P.4C.s Obrrnwliot~r: - 
The Comn~irtee are surpriwscd how the Income-tax Officer treated the 

melted. gold as jcwellery i~nd  allowed the exemption from capital gains 
tax. It was a c-a* of negligence ac capital gain even though casual, was 
taxal)le. The Cn~imittec feel that general inctri~ctio~~s may he issued 
by the Roard for the guiti;~nce of the Income-tax Oflicers to prevent 
rcrurrentc of w t  h mw\. (Pal agraph 1 .10 . i )  

(6) Accr)rding to t t ~ e  pro\.isious o f  the Inmme-tax Act. if a minor child 
is admitted to the txlttclits of partnership in ;I firm in which the bthc~ or 
mother in also a partner. the ir~mme of the ~ninor  child has to be iadudcd 
in the total income d the p e n t .  I n  one p n i c u l a r  case, the Lnco- 
OLRrcr who mi& the lirst asmment  in the case d a fim having mi- 
as wcll as their father as partners. the share income of the minors was ;rspansd 
separately inslead of k i n g  as.scsRett in the hands of the faher. The d o =  
Incomc.tax O k c r s  who niadc the subsequent asses~mcnts in that case, 
continitred the s m e  niist;tkc.mr a perid of 8 yean mechanically followed 
Lkc basis d the earlier a~lscssl~tent and did not care to chcck wp the 
csrrecmcss of the Imsis of asseswneut. 

P.4 C's Ohsrnations: - 
T h e  Ca~nnlittec suggest that b a d  on the defects noticed in th& 

caw, suitable instrt~ctions 1 1 ~ y  be issi~ed to all Income-tax Officcn to be 
marc cad111 in such caws. (Paragraph 1.1 18) 
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.. (7) In  %the caplttse of assessment of th-e income of an asscssee for the 
ascmmnt year 1937-58 she Income-tax Officer came across a dividend . 
warrant of Rs. 44.004) the income from which was included by the asseasee 
in his return for 1957-58. The accounting year of the assewe was Diwali 
year and the dividend income was not considered by the Income-tax Otiicer 
for the purpose of the assessnient of the total income for the assessment 
year 1957-58 on the ground that the dividend pertained to the period 
p i o r  to the previous vear. Accordingly, the assessment for the year 
1956-57 should have been reopened for taxing the dividend income. This 
was, bwevcr, not done and the entire i~tcorlte of Rs. 44.000 thus escaped 

. assessment. This particrllar case was dealt with in a Special Investigation 
Circle. 

PAC's O bseruations : - 
The  Committee regret to observe that this is a clear case of amission 

to tax the income when all the facts were available on record. The  Com- 
mittee rather feel concerned over such omissions occurring in thc Special 
Investigation Circles who have to tlcal with con~parativel\ less numlxr of 
caws. (Paragraph 1.8 1 ) 

(8)  &as of nvrr-assrssmcnts 
For the taxatioti of individuals the Finance Act provides slab ra te  

both for Inmme-tax and Super-tax upto certain limits of income. I n  
respect of that portion of the total income which exceds thew limits tax 
is payable at a fixed rate. T l ~ c  .4udit have poir~tcd out that in some 
cases where the total income exceeded these limits the fixed rates of 25% 
for income-tax aud 4.; per cet~r for wper-tax were itpplicd to the entire 
total income ignoring the slat) rates which applied to part o f  the total 
income, resulting in over-awurneni of tax. In one caw the ;rrnount of 
tax over-assessed was Rs. . ; i . l f i i ,  the rcfu~td o f  which hits twromc time- 
barred. 

The committee are not happy over the cases of over amwmcnta 
whicb are as serious mistakes as under aswssnients. 'T'hc Con~ntittcc 
feel that for no fault on the part of the a.ssewes. they had Iwcn pcnalircd. 
The Committee take a xrious view of the caws of over auscssucnts 
which have become tttnr-bnrrrd. (Paragraph 1 !2 10) 

Rccom mendat ion 
Thr Comtniltrr 71~orrlri likr to rr.itrrn!r thr trrotnnrrndattnn narlr by 

them in p r n  29 of thrir 28th Rrpnrt (Third IAR k h h n )  that rincr ml- 
rulariims o /  drtwrrrnlinn nllorr~nnrr i r  rntnplrra!rri, !hr Drpr lmenl  skorrlrl 
f ive adrqtratr trainirrg in  this rrsprr! la Ihr rtafl rn Contpny Cirrlrs m 
that sltrh mislakrr arr rlitninatrd. 

[S. No. 6 and p a  I .?fi nf Appendix XI\' to the 46th Repnrl, IWirt.60.] 



As desired by the Cotrlrnittee necessary instructions have L m r  issued 
to all the Commissioners of Income-tax emphallising the need for givips 
adequate training to the staff workiug in Company Circies. In  this conar~c- 
tion a copy of D. I. (13')'s letter No. M-30/3/6tiDlT, dated 20-9-66 is 
enclosed. 

[Duly vetted by Audit vide D. 0. So. 3692-Rev. Aj200-666 11. dated 
20-10.66.] 

(File So .  SCi, 2:) 64-11' (Al) 11, dated 26-10-66.) 

I)IwE(: I OK.\.! E ok I~SPECI.IO\ (ISC.O\IE-TAX) 
S e w  Dclhi, Datcd 20-9-66 

From 
'I'he 1)irector of 111spection (111co1nc.tax). 
New Dclhi. 

T o  
All Conmis\ioncrb of Incotl~c.tas. 

Sir, 

l ' l ~ c  i'l~blic ;\ccounts Gonmittcc in its 4tith Report has once again 
referxcd tu the con~plic;rted nature of calculation for the allowance of 
depreciation arrd I u s  pphas ixx l  the need for giving adequate training 
to the staff worl.i~~g il l  C ~ I I I ~ I I ! .  Circles. 

-1'hougli <-;iicula;io~~ of clcprcriatio~~ is one uf the subjcctr ihcluded 
in the trainiug sc:he~t~c for n~it~istei-ial st;~H. (ad\a~lccd course) the special 
imp)rtancc o l  rleprcci;rtio~~ caniiot Iw o \e rea~phas id .  It is necewq to 
we that thc training staH deiutcs 11101.~- tinic in ~ s p h i n i n g  the various pro- 
visions regarding allowa~~cr of deptr.ci;ttio~t. 111tensi\e practical training 
should Iwr give~r ill ;tctid c ; l l ~ ~ l i t t i o ~ ~  of depreciaticw~ a1low;mce. ' I k  
trainecs sl~oulci also IK" put in (otnparlit3 circles for sometime and work 
out the diBerc~~t t \ p  oi co111pIic;tted and ciificulr calculations there so that 
nruy have the crpricace o f  the actual probleurs. 

A r c p m  ~ I I  the stcps taktw in this respect tuay please be sent to this 
L)irertol.atc at a11 earl\ date. 

Yours faithf uliy, 
(Sd.) R. K. J.W 

llirrcto t' o/ Irrspctiun (Incomcclax) 



[S. No. 7 and para 1.27 of i lpped ix  XIV to the 46th Report, 1965436.1 

T h e  Inspecting Assistant Conl~aissinrler's explrwialrio~l had k e n  
reccived5and has found acceptitl~le to the Board. 

[S. Xo. H, para 1.3.-I. Appc~~dix XI\' to thr I(ith Kcport (l!Hi.i-Mi).] 

The poi111 referred to in this par;lgraph rclatcs to the provisio~~ in 
w t i c ) ~  W (1) (iv) read with section 110 of the Income-tax Act. 1!%1, 
~ Q e c ,  urt\i& a contpalty yas entitled to ;I rclmc of supcr-tax calculated 
at the average rate of super-tax applicable to its total i t l ~ u ~ u c  in respect 
of certain inter-corporate tiividencls. l 'lie ~lc:hrmc o{ tile Incolac-tax Act 
in allowing rebates on various itenls of i ~ l a m ~ e  has always k e n  to 
calculate such rebates at thc avcraffe rate o l  tax applicable w the totul 
income. Upto and incltrsive of' the !.ear 1963, the a w u a l  Fit~ill~ca &tr 
p m i b e d  the levy of super-tax at a concewional rrtc on that part of the 
tota income of the company which conrintcd of intcrarporate dividetds. 
h the rebate of super-tax allowed to thc colnpanv ur~cicr mtiuir W (1) 
(iv) d the Income-tax Act in respect of its in~unw Erorll inrer-ccwpau 
dividends was required to IK calculated at the avcrag rake of ~lpcr-tax 
applicable to its total itrconhc, colupaniati of1c.n obtained a luqer mBola 
c$ s q x p w  ill rellpecr of iatcr-corporate dividends tlrm the supclr-tax 
chargeable on such dividends utwler ttic a~lliual Izinapce Act. 

In Scpretrrhcr, l!%J, this ~ I I I U ~ ~ I ~ I O U S  posit io~~ ca~nc to the aoticc of 
the Board a t  the instance o f  audit. 'I'bereafter, this anomaly was eliminated 
by the 'Finance Act, 1964, which disc.6ntiaued the provision existing in 



mhe. e a d h  b'itlawe Acta for l e y  uf super-tax at a marrsioniil rate on 
that part of the total. incoma of the compa,ny which consistcad of intcrzr . 
corporate dividends. For the assessment year 1964-65 companies are in 
the first instance chargeable to super-tax under the Finance Act, on inter- 
corporate dividends at the full rate of super-tax applicable to their total 
income, and, thereafter, ;I rebate is allowable to them in respect of the 
inter-corpratc dividends at the average rate of supr-tax applicable to 

,. - their total income. I his scheme of rebate in respect of inter-corpohte 
dividends it1 substaiice, continues to be followed for subsequent years. 

[Duly vetted by Audit.] 
[F. S o .  (i(3 1)-%/TPL.] 

Wi~omtnendat ion 

IS. S o .  !I, 1'lu.a I .YX of .4ypcndis XI\. to the 46th Report, 1965-M.] 

Neccssar! iiistructiu~ls have h e ~ l  issued to all thc Comuiissioners of 
111cooie-tax ~ l i t l r  Board's Iettcr So. :!ti X titi-1-I'(A1) dated 27-8-Ci, that 
thc u k r v a t i o ~ i s  ~ u ; d e  b? the Colun~iitec should be brought to the notice 
of ahe various ;rssc.rsiiig ofic-ers ;mtI the) 4iould be advised to take special 
care to see that such irrcgi~lariti~s ;ire avoided in future. A cop! of the 
said i~istri~ciions has ~ K ' C I I  w i t  LO t11c (:o~iwlittee ilndcr 0111. rcpl\ to para 
1.24 of dic Kep)rt. 



(b) The Cornmillee ulould also like lo be informed ot the recovery of 
As. 2,892 rslalitrg to the detrrand for the year 1962-65. 

[S. No. 10, Para 1.41 of Appendix XlV to the 46th Report, 1965-66.) 

(a) Warnings have beer1 issued to the Officet~ concerned. 

(b) The amount of Rs. 2,892 has since k e n  rollectcd. 

[Duly v c t t d  by Aiuli~ zriti~ I).O. No. 4 I!?.-)-Kcv. A/POO-60 11, dated 17-1 1-66.] 

[Ii .  No. :\ti 18 (i:LIl'(A-I), tlatcd !)-12-1'366.1 

The  Cornnrittec riote tlrat llrr nu.stakr itr this c u e  has beetl rcclified 
atad the (rrll attrottnt drre rc.coijercd. They uwrild, Iwwevo., !;he lo j)virrl 
out that such tnistalies are mnirrly duc. lo 1 /re conlplicalerl nut we of the 
lax lau*s i ~ h i ~ h  arc srl6jcrtctl to clrnngr.$ ullerT smr. These crrarrga arc 
cotifitled trot otrly to tlrcr rate o f  tax, but elIrtl llrr! structu.ra1 c/istcges are 
r u d e  frequently. The! Catn~trit lrr apprrtiate that in a growing rcotlorny 
appropriale clra~rgcs itr tns structure so~treti~rres do  liecotne innritable. 

' Ther,  hoirrrw, fed  111~tr rht. ba.tir clta~rgf it1 tlrr sclrenre of the .4ct nrtist 
lie a~widcd a.5 I(rr (I.\ ~o.~stOle. They also frrl tirat atr attempt slrouicl be 
made lo sitnpli!! lhc taxaltoti Irru. as jar 0.5 po~siblc anti litat t /w dtarqcs 
it1 /he Iaxaliotr /nuts shvuici thcrcafrcr be kept to the tfrinimum rtrccssarp. 

[Sl. Xu. 1 1 ,  Paragnph 1.43, Appendix ?(I\' to the Fort);-Sixih Rcpm. 
( I  965-GCi).] 

[I)uly vettetl by Audit.] 

[F. So. (i(47);(i(i-TPL.J 

[S. No. 12, Para 1.4H of Appendix XIV to thc 46th R e p ,  I96546.) 



T h e  observations made by the Oommittce have bccn noted. 

[Duly vetted by Audit vidr D.O. No. 2742-Rev. .1\,/20-66, dated 6-8-66.] 
IF. No. 36/20,'61-IT(A1) dated 1-9-66,] 

Recommendat ion 

I f  is learnt fror~ Audit that' the lorn1 alrtlil Memo rctas kwed on 
29-8-1963 nrrd tlw draft report rrws disrtrssed on 9-9-63. The  appeal was 
disposed of on 28-96?. T h r  reporl r~rrirvd h? the Income-tax Officer on 
11-10-6.5 ritai fhe  formal inspcctiorr report. Thrrefore there was adeqtrale 
time for tlrp Irtrorne-tns Oficer to ask for rrrhanremrnt on the basis o f  
the loral ntrdif Mcmo rrlhich hc hod rcreirwi in August, 1963 itself before 
the Appellatt- AssisIan1 Conrtnissiot~~r disposed o f  thr appeal. T h r  Com- 
tnirlrr rrgrrt tlrnt this hns not hern donr. Ttrir lnillrrr rrprcts an apathy 
on rhr part o /  fhr Irrromr-fay Ofirrrv it1 rrgnrd to points raird in audit. 

[S. S o .  13. Pwa 1.T11 of Appcntlix XI\' t o  the 46th Report. Iw.5-66.] 

In the Board's letter 1;. So.  36 11 66-IT (.\I) dated 27-8-66. necrsaq 
instruct ious have heen issued ro all the Commissioners of Income-tax that 
the ohwrvatinnt made IN the Con~mittee should be brought to the notice 
of the variou5 assessirig officers ;~nd tilet shortid be advised to take special 
care to see thit such irregularities ;ire a\oided in future. .4 copy of the 
said instrurtior~r has twen rent to the Committee uridcr reply to para 1.24 
o f  their Kcport. 

Rmninrcndat ion 

[S. No. 14 .  I'ma I..;S of ,4ppcndis XI\' to ttic 46th Report. I%.;-66.1 

Thc ntrrcrvstiona made hv the Commitrec have bccn nored. 

F u l v  v c ~ t d  11: Audit ridr D.O. So. Ili-l4-Rev. .4 204'M, dated 68-66.] 

[F. So. 3ti I4 ti4-IT(.\I) dated 1-9-66.] 



The Committee  owlti ti like 10 &now the &+ccdmsknces rtndcr which 
the CotnAsH'mer of Zmotne made reference to the High Court t h t  roynl- 
ties awl dir~idends should he regndpd n s  capilnl ~xpenditure, when the 
RondD.s rirculnr tms to rhp rottlrnry. 

[S. No. 15, Para 1.63.d Appcd ix  XW to the 46th Report, 196.5-66.1 

T h e  position has Ixen explained in this ~ i n i s t r ~ ' s ' N o t e  F. No. ,S6/ 
.3?/Cr4-IT(A1). dated 24-3-66. a copv of which i5 sent herervi th. 

[Duly vetted I)! Atrdit. vide D:O. No. 2!W-Rev. A I20W1, <tared 22-8-66.] 
IF. No. 96 '32 64-IT(AI), dated 1-9-66.] 

MINISTRY OF FINANCE 
(Depntment of Kewnne) 

%mjm.-Pam &;irifr)--Ftxtlvr~ lo mntptrtr Ihr inrnmr from btrtinrcs pu- 
pt-rls-hi !s. Rholprtr Slotrr L- Co. Ltd. 

T h c  Ptthlic Accor~nts Comtnittcc raisecl thc following two questions 
while cliwus~ing para (i5(c) of thc Audit K q x ~ t t  (Civil) on Revcnae Rcceipts. 

: 

Question I : --When the S ~ i p r c n ~ r  Court'u dccision in Pinglc Ind~rstricr 
case was received did rlw Roan1 consi<lcr this p i n t  spccifi- 
ci~llv with a view to  rcview .its cnrlicr instructions i w u d  
in I O X ?  

Quatiou 9 :  -Why did the Board agree to a refcrenre to the Higlr Court 
in the case o f  C;otar~ Lirnc S!nclicate when such expcndi- 
ture was <.onsidcre<l a l lorvdk undcr t hc Board's inrtruc- 
tions issued in f!).i2. 

A note explaining the position in regard to the points r a i d  by the 
Public ACCOII 111s Cortimit tee is owbd. 

[ D u l ~  vcttad t n  ANdit vidr D,O. No. IMI.l-Rcv./2!)7-6.5.II d a d  tha 16th 
March. IW.] 

(Sd.) C.  S. SRWASTA'VA. 
Jaitlr St-rrelary to rhe Gnrtrrnment of India, 





Pingle Industry Ltd., i t  was considered that the Gtwernment had a fairly 
arguable caw. The  Law hiinistry which was also consulted advised that 
the payment was not for acquisition of raw materials bur for acquiring 
a right to a source of raw material. As in the particular rase, the decision 
was not regarding tonnage rnyalty, the decision to contest the decision of 
the Tribunal was not in conflict with the instroctiotls issued by the 

in 1952. However. when the decision of the High Coort was 
received, i t  appeared that i t  had vcr!. wide implicat ions and after consider- 
ing the ratio of the j~~dgrnc~lt  i t  was derision to withdraw the earlier 
instructions regarding the ;~llo\v;~ncr o f  tonnage my;~lty. 

'I'he Supreme Co~trt has since held i t1  the caw o f  Cotan I.imcl Syndi- 
cate that paynellt of dccd reltt was of ;I rcvenuc mturc as i t  had relation 
with the stnrk-i~i-tr;~de. The!. ha\ r  also distinguist~ed this case from 
Pingle Industries I.td., wtwrein the clticstio~l consider~cl was not wg;~rding 
ro\alty. In view of this <Iccision. thc iustrwtions have I ~ c n  rrviscd 
clarifying the legal position as i t  stands trow. 

Recommcndat ion 

Sitirr thr nrrtnerorrs t r ~ i / a k r c  /nke plncc in  mlrrrln/ion ol dr iv lnptnrnf  
rrhatr ntrd drpr~r in t inn  ~ l l ~ i c ~ n r r  ir.l~irh w w l t  I I I  an ~ r ~ ~ ~ l r r ~ a ~ ~ r s i n t c r t r ,  
thr Comnrittrr i rrg~rr t  that 

(6) Instructions have I w o ~  iwuecl to d l  thc. ( : o m t i 1 i 4 o t r  of Income. 
tax a h w t  giving s ~ o r c  I irnc to pac t  ical t rai~~ir~lr;  in calr ulat ion of dcprr- 
ciatinn, etc. 10 the staff under training. 



' T h e  Cottrnli!tce are t iol co~rvincetl by t h e  cxplanatiun given by the' 
0el)arltttetit for this error. Where  there is a dispule or absetrcc of inform- 
lioti itr t-qard lo t h r  figrrrcr o/ acfttal cosl o( tr~r~illor tlouln valttc, it is 
~mdco~/rrntlable //rat Ilrr figttres are lakcti provisiotrallp, subject to rmi- 
sioti lnler 0 1 1 .  Bttl where a parlicular a s ~ e l  is not at all entitled to d c p w -  
cialiotr ullou*antc or  cslra slrifl allouutice such as tlrose referred b in 
111i.r CN.SE 11  15 tto1 ~tt~dt*r.ttood /row (1 p rou ikmal  tleprccialion or  extra shift 
crllorcvr I K ~  uws a /  d l  grrien. I t  apj1car.5 llrar t h e  Itrcottic~lax Oflice had not 
lor~kctl it110 Ilrc ttafrtrc o/  usset.\. 

[h. S o .  IS, paras 1 . 2  arid I .::I of : \ppxdix XI\' to the 
46th Rcport, I!%.;-66.1 

I he I'irblrt Arc c ~ i r ~ ~ t \  < ;o~u~n~ttec 's  olxr \ rtron that the Incow-tax 
Oltricr 11.d r~ot 1tw)hcil rnto t l ~ r  I I . I ~ U I ~  o t  rssets ~shilc  allowing deprecia- 
tion 1s cortcc t .r~~tl  t l ~ c  lr~corac-tax Officer. wtlose explanation had been 
calla1 [or. h.o I ~ r t i  ~ t ~ ~ r r ~ r e l  to IK' IIIOIC cd~eful in futurc. 



'I lic iisrhsIllcllt\ lo1 I!l.lt'~l:; t o  I!I.-d) i; 11i1\<. I )V~- I I  t ~ ~ i ~ t l c -  IJV d i l l c ~ . c ~ ~ t  
o l k c l s  (=I ctl ill I I L I I I I ~ J ~ I  ) ; I I ~  WIIIC 01 t11c:i11 ;II c IIO 1011fir1 i l l  LIIC scrvi( c 
ol the 1)eparttlicllt IIOW. 

'I'lrr* ( ;ont /r~i l lw Ir.c.1 t otrr r 9 t r r r ~ t l  r J i l r s r  \rrt c or/ / !  ttrirln/itp~ totrrrttrllctl 
/ /~rc~ug/r  ovcr\rgIrt 0 )  Irr(o~tic*-tu~ O/ft(rt.\ (1% oc t 11 )  r c ~ l  it1 I ~ P  p c . \ ~ r l t  ( m e  
ud&-lr ~r,rtlletl r r r  uorr Iva~? o/ /(I\ nrrrotrrr/rtrg lo I{.\. tiI,.YYL'. I'/rq ,le.girc 
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CENTRAL UOAKI) 01; DIREC'I' T A X U ,  

From 
, ~11l.j J.  C. K i h .  

Sccrctary, Cct1tr;ll Hoard o f  L)i~ect 'I'i~xcs. 

Sir. 

( I )  'I hc ( h r ~ i ~ ~ ~ i t t e c  ~ c g ~ c t  to poir~t out that i t 1  this case the Incotee- 
tax 0lficc1 rmdc a rnist;lkc i l l  trot ;rll#)n ilrg a clca~lv itlaclrt~issible itrru of 
dcvclopa~ent rchatc on a c c r t a i ~ ~  ilswt. It is also surprising that altlrough 
tllc 1rrs~rn.tilrg Assista~rt C ~ I I I I ~ I ~ S S ~ ~ I I C I  c.hctlict1 thc awaslrwli, bc did not 
gu into the accuracv of the arithnletical wnrputntiot~ of  i~~comc.  If thc 
inspection by Arsistant (i)rnn~iuiot~err is to be purposeful, they should, 
while inspectirrg thc asxssn,cnts, besides -goi trg into the legal poiutr alw 



enstire that thc arithmetical calc~~lations are correct, especially in the case 
of companies, where large amounts are involved. 

(Paragraph l,8:9) 

(2) 'The Cornmittec regret to note that in. the present case neither the 
Income-tax Officer who made the assessment, nor the Inspecting Assistant 
Commirsioncr who checked it. was ahlr to detect that a clear item of busi- 
ness profit was shown as a capital gain. This  was per f~~nctor \ .  T h e  Cam- 
mittec desire that the officers sho~tlcl Iw more cirref111 while srri~tinising 
the accounts of rompanics. rvcn though thcw might havc twcn ccrtificd 
1)y cli~;rlifird accountants. 

(Paragraph I . I 1  .i) 

(3) 7'11r C:ommittec rcgret to note that although in each of these three 
cases, the rxwss r c f u ~ ~ d  involved was nlore than R4. 1 lakh, the calculation 
was riot chec.l;ctl hy the I.T.O. conccrnctl as rrquired under departmental 
instr~~ctions and the inistakc remained unnoticed for ahout 30 months. 
till i t  was pointed or~t i)v Audit. T h c  Committee hope that the 1.T.Os. 
will strictlv olwrve the instructions iss~ied hy the h a r d  in Jul!. 1964, that 
in all c a r s  where refund granted as a result of revision of assessment con- 
wq~rcnt  011 ; I ~ I  nppcll;~te ortlcr esc.ecdcrl Kc. 1 lakh, the I.T.O. should 
obtain prior ;rpprovaI o f  thr  Inspecting Assistant Con~rnissioncr and such 
rases o f  large exc.css rcfirnds will Iw ctrictl!. avoided. T h e  Committee sug- 
gest that the Inspecting .-\ssist;~nt C:ommissio~ters should specifically check 
dnring ttww i ~ ~ s p r c t i o i l ~  as to how far the departmental instructions were 
carried out I n  the. Income-tax Oficcri w far as aswssmcnt of tases was 
conccr~lcd. F ;~i l t~re  to cnrrv out clep:~rt~~wntal instructions stlcwld lw viewed 
wriouslv. 

Rcrcrnr n~cnclar ion 

?'/rc' C o t ~ r n ~ i l ~ r r  r rp r l  to firid tirnr it1 /iris mcr tlrr rlmr prorisions ol 
llrc Itrcwtnr.tnv .4r.t ;c9rrr igtrorrtl Ir? tlrf Incottrr-tnv 0tfirc.r. wudling in 
r t ~ d r , s . . t r t ~  I I R .  2 0 . .  They iropr. t l ra~  . rrc.lr t t~i . \mk~ tvnrrld be 
nrwidrtl itt frrttr re. 

IS .  So. !!!!. para 1.87 of .-\ppcndis XI\' to the 4titt1 Report. lM.ii.i-66.) 

T h e  o l~ rc rv ;~ t io~~s  111;idc I n  thc Coalmittce havc heen noted. 

[ D d v  vetted t)v . - \~~di t  iiilr II.O.No. 28ti4-Rev. :\ ?MM%. 
dated IKW-CSti.] 

[F. No. >ti I d e  6GlT (AI) 111. dated 2-9-66.) 



'I'hc. opinion 01' t l l c .  Solic i t o ~  (;CII(.I.;II ha\ \ i l l (  c 1)rc.11 oht;iinecl in LIIC 
t n n ~ ~ c r  ; I I I ~  ;I (oln i \  ( ~ ~ ( ~ f o w d  f'o~ 111c I I I ~ I ) I I I I ; I I ~ ~ I I  o f  I I I C  l'uI)li( :\WOIIIILS 

(hmtl~ittcc. 'I'hc Solicitor ( k ~ c . r ; ~ l  II;II; vsp (wed I ~ C  view that tlw 
charartc.~ of irtconrc* i l l  tllc hand\ 01 I I I ( -  p ;~r t r lo  i\ I I W  s;ttric ;Ir i l l  tlw 
hariilli o f  the I ~ I . I I I  (~.p, (;1pi1;11 p i l l \  PI(-.). ; I I I ( ~  ~ I I ; I I  I I W  i ~ i ~ e q ) r c t ; ~ t i o ~ ~  ~ Z I  
the sh;trc. o f  ;I 1x11 I 11cr i \  ; t~wss ; t t~ l~~  i l l  hi\ I I ; I I I ~ %  ;I\ I ) u s i~~rw ~ I ~ ~ I I C .  

rcg;~rdlrrs o f  t11c u)tirc c. o f  t11;1r in( o ~ m  i l l  I t r t .  h ; ~ ~ ~ c l s  o f  the film, is 11ot 
cnrrect. 'Il~cis. ;rcccwcling to  tile Solicitor Gctteral's view. tllc At~ctit 
objcctirw nr;rv I)c w i t t ~ t l r ; ~ w ~ .  

[F. SO. 51; 32 'fi 1 1'1' ( . I  I) ,  (1;11(d I!) !LI!Ki.] 



OPINION . 

It seems to me that the question which arises for consideration must 
be answered by reference to the scheme of, and the principles embodied in, 
the Act and not by reference to the consequences such as whether the 
individual partner would receive the benefit of section 17 (6) of the 
consequences indicated in the Finance Ministry's reply to the Audit 
objection (Annexure A) at page 3 of the case for opinion. Equally what 
the Law Commission said (quotation at Annexure A) is not relevant. 
Nor can section 67 (2). since it is not declaratory of the law as it stood 
before, be of assistance in answering the question. Nor is section 16 (1) @) 
of the Act of 1922 of much use. Since 'salary' paid by a firm to a partner 
would not come within section 10 [since i t  is paid by himself (and others)] 
a specific provision ha.. been made in section 16(1) (b) namely, whether 
or not there is profit or loss made by the firm any dq, commission or 
remuneration received by him from the firm would be deemed to be his 
d m e  for the purpose of his assessment. 

The derisions cited in Gnnexure 2 (Mr. Gae's Note) do not deal 
with the question with which we are concerned. The decisions in 
Shantikumar Morarji I ' r .  C.I.T. (I%.',) 27 I.T.R. 60 and Ramanlal 
Prahhurlas Shah 1'. CIT (l!).i5) 31 T.T.R. 924 lay down that where a 
~~r~sincss is mlried on by a firm and the profits of the firm are allocated to 
different partners. the income received by each partner from the profits 
of the firm is aswssable under the head 'profit and gain of business" 
(section 10) and not under the head 'income from the other sources' 
(section 12) either for the purpose of determining the rate of tax or  for 
the plirpox of charge since each partner carries on the business of the 
firm. The specific question here posed did not arise in those cases, the 
question being whether section I0 or section 12 applied. 

What is pertinent i s  that since prior to 1956, whatever the position 
under the general law of partnership (which does not recognise a 6rm 
as an entity separate from the partners), a firm has been recognised aa r 
separate taxable entity or an entity apart from its individual members, 
for the purpnse of taxation. Though bv the Finance 'Act. 19.56 d y  
the registered firms got the benefit of speciallp reduced rates, an individual 
partner as an assesaee and the firm of which he is a member cmtinued 
u, he and are still regarded as two separate taxable entities. I t  is onl? 
to avoid double taxation that provision i s  made in 14 (2) (a). 
Incmcltax is levud and paid I)? an individual partner on what he 
actually receives as his shaw of the total income less the income-tax poid 
by the firm. Once one rcachts the conclusion that under the Act an 
individual partner is acparrtely a s 4  as an entity (apart fiam tbr firs@ 
it must folbw, unlcsls ;tn express provision is found in the Aa, that hh 
aswsuxrcnt must prcxecd without any rcferrnce to the payument of & 
partnership firm and go through all those normal proacmes to wid& 
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the income of any other assessee is subject. In  other words at that stage 
the Assessing Authority has to assess his income by reference to the heads 
mentioned in iection 6. I n  view of this approach I take the view that where 
the income of a firm or part of it is determined under the head 'Capital 
gains' the share of partners in such income would be assessable not as 
business income but as capital gains and that the same observation would 
apply to every head of source which goes up  to make u p  his total income. 

There is no express provision to the contrary. There is however one 
provision which falls to be considered in this context. That provision 
is to be found in section 25(5)(a)(ii) and (b). For instance the provision 
in (a)(ii) reads "the total income of each partner of the firm, including 
therein his share of its income, profits and gains of the previous year, 
shall be assessed and the sum payable by him on the basis of such assess- 
ment shall be determined". The provision lays down that the total income 
of each partner of the firm shall be assessed and the sum payable by him 
on such assessment shall be determined. This would naturally mean that 
his total income, that is. his income, profits or gains from whatever 
source shall be assessed and the sum payable by him on the basis of such 
assessment shall be determined. He, like any other assessee, has to be 
assessed in the same manner under the heads mentioned in section 6 unless 
a different course is laid down. His total income would indisputably in- 
clude any salary he may have received from sources other than the firm, 
his dividend income, his income from property, his profits and gains from 
any other business, and his income from securities and so on. What the 
provision however brings out is that the total income of each partner 
of the firm would include therein "his share of his income, profits and 
gains of the previous year". What is significant is the use of word 'income' 
as well as the words 'profits and gains'. In other words his share in the 
firm may be his share of income of the firm as well as the profits and gains 
of the business properly so called; such share of the 'iniome' of a firm is 
referable to the income of the firm in the shape of capital gains, dividends, 
securities or  of properties of the firm. In other words the share in the 
firm is taken to indude the share not only of the profits and gains under 
section 10 but also of the income under section 8, 9 and 12 (as the case 
may be) as well. This would tend to show that it is intended that the 
ahare of the income and profits and gains is to be taken by reference to  
the heads mentioned in section 6; otherwise it would have been enough to 
we only the words "profits and gains". In the absence therefore of an 
express provision, such as now been made in section 67(2) it is not 
permissible to depart from the normal method or process of assessment by 
~cferehce to different heads. A similar provision is made in section 211(5)(b) 
in regard to unregistered firms. The  language used in section 29(5)(b) 
is the same 'income, profits and gains' and surely it cannot be suggested 
that an individual partner of an unregistered firm is not to be assesred 
by reference to separate heads. What is more, the Act docs not show that 



any distinction is sought to be made in this regard between a partner in 
an unregistered and a partner of a registered firm. 

I am therefore of th; view that the question must be answered in the 
negative. ' [N.B.-I should however like to add that it is possible to urge 
the view taken by Shri Gae on the basis of the forms on which he has 
relied and section 4 of the Indian Partnership Act.] 

S. V. GUPTA,' 
Solicitor General of India. 

Jatruary 27, 1967. 

Recommendation 

The Conzmittee feel coticerned over such omissions of the Income-tax 
Oficers as occurred in the present case in respect of the assessment years 
1955-36, 1936-37, arrd 1957-38. The Inconre-lax Officer failed to notice 
that the firm's apjrlication for regislralion was not complete inasmuch 
as it had rlol beet1 signed bv all the adult partners of the firm and granted 
registration for the years upithout having this requirement fulfilled. What 
is more serious, ~l though the oficer who scrutinised the application for 
the assessn~er~t ycar 1958-59 did  detect the mistake, he took the extreme 
step of refusing reneutal of registration for want of this rather technical 
requirement and assessing i f  as an urlregistered firm. He should better 
have asked (he firm, to get lhe application signed by all its adult partners. 
This omissiorr on the part of the Income-tax Oficer resulted in  the case 
going belore the tributial a d  hardship to the firm. 

The Cortrmittee are glad to note that the Income-tax Act, 1961, 
contains a provision that an Income-tax O m c r  should not reject the 
applications merely on the ground that the same was trot in order, but 
Ire should give suffinent opporlicnity to the assessee to rectify defects within 
one tnonth. The Co~t~miltee understand that tire Board have also irsued 
instruction it1 1961 that if the technical delects were of the nature that 
could be reinozwd, these should be got remotvd. But what the Committee 
are anxious about is that this liberalisation envisaged in the Income-tax 
Act and instructtons should acttially be obsenled in letter and spirit by the 
Income-tax. O@er so that the intention of the Parliament may be imp&- 
mented and tindue hardship to the assessce avoided. The  Committee would 
like the Board to take eflective steps to ensure that the spirit of the Act, 
as well as instructions of the Board in this respect are precisely o b ~ c r ~ e d .  

[S. No. 23 and 26, paras 1.10 1 and 1.1 02 of Appendix XIV to the 46th 
Report, 196546.1 



Necessary instructions have been issued to all Cs. I. T. in the matter 
vide Board's F. No. 361 14164-IT (AI) dated the 42nd August, 1966. A 
copy of the said instruction is enclosed. 

[Duly vetted by Audit vide D.O. No. 3167-Rev.-A/200-66, dated the 
12th September, 1966.1 

[F. No. 36/14/64-IT (AI) dated 22-9-66.] 

CEN'I'RAL BOARD 01: DIRECT TAXES 

ATeul Delhi, duled the 2 n d  August, 1966. 

From 

Shri J. C. Kalra, 
Secretary, Central Board of Direct Taxes. 

All Ccmmissioners of Income-tax. 

Sc~j~cl'.-Grant of regislratioti lo firins-Arced for obseruance of the 
prouisio?~~ of the It~conre-tax Act itr the nratter of. 

I am directed to refer to the observatiot~s made by the Public Accounts 
Committee in paras 1.101 and 1 .lo2 of their 46th Report, 1965-66 (extracts 
endosed) in regard to the grant of registration to firms. 

* 2. The Board desire that the attetitiori of the assessing officers should 
once again be drawn to the provisions oE section 1115 (2) of the Inconie- 
tax Act, 1961, which lay down that the Income-tax Officer should not reject 
an application for registration merely on the ground that the same is 
not in order, but he should give the firm an opportunity to rectify the 
defects in the application within a period of one month. 

Yours faithfully, 
\ 

(Sd.) J. C. KALRA, 
Secretary, Cetr t ral Board of Direct Taxes. 



EXTRACTS FROM P. A. C'S REPORT, 1965-66 

1.101. The  Committee feel concerned over such omissions of tbc 
IT& as occurred in the present case in respect of the assessment p a r 8  
1955-56, 1956-57 and 1957-58. The  IT0 failed to notice that the firm's 
application far registration was not complete inasmuch as it had not beep 
signed by all the adult partners of the finn and granted registration 06 the 
years without having this requirement fulfilled. What is more serious, 
although the officer who scrutinised the application for the assessment year 
1958-39 did detect the mistake, he took the extreme step of refusing 
renewal of registration for want of this rather technical require- 
ment and assessing it as an unregistered finn. He should better have asked 
the firm to get the application signed by all its adult partners. This 
omission on the part of the I T 0  resulted in the case going before the 
tribunal and hardship to the hrm. 

1.102. l 'he  Committee are glad to note that the Income-tax Act, 1%1, 
contains a provision that it11 I T 0  should not reject the applications merely 
on the ground that the same was not in order, but he should give sufficient 
opportunity to the assessee to rectify defects within one month. The  Com- 
mittee understand that the Board have also issued i~lsuuctions in 1961 that 
if the technical defects were of the nature that could be removed, these 
should be got renwved. But what the Committee are anxious about is 
that this liberalisation ellvisaged in the Income-tax Act and instructions 
should actually be obscrved in letter and spirit by the Income-tax O f k e n  
so that the intention of the Parliament may be implemented and undue 
hardship to the ussessec avoided. The Committee would like the Board to 
take effcctivc steps to ensure that the spirit of the Act, as well as instruc- 
tions of thc Board in the respect are precisely observed. 

T h e  Cornm~ttee feel corrc-enred about the practice adopted by the 
usscssee irr llri~ c-a.\e lo c-irctcrnvettt the l a y  of capital gains tax while 
srtbnrif tirig iris irrcotne-tn r ret uru by urrclen~aluing the share sold to  his 
own relatizv. I / I  r e t~ir t~  Jar Wealth-tax submitted earlier and 
subsequrrrtl~ llrc s h a m  were assessed at a nruch higher z~ulue (about 
double the face rlal~rr). Sitrtilnr c a m  o f  trriden~aluing assds in income-tax 
retuwrs were reportd itr para M(b)  o f  the iludit Report (Civil) o n  
Ncvenuc Receipts, 1!)63. ?'lie Cornrnittec suggest that a suitable pr0ccdare 
slrould be atloptrd by the Dcpartmetrt zlhvcby assessment of both the 
income-tax and Wealth-tux is done ~it~udrotreorcsl~ so that the I.T.O. should 
be able to correlcrtr ttrc vnlrre o/ assets iiisclostd it1 the two returns. 

[S. No. 27, para 1.109 of Appe~ldix Y I\' to the 46th Report, 196566.1 



As suggested by the Committee, necessary instructions have been 
isaued to all the Commissioners of Income-tax in the matter, vide Board's 
letter F. No. 36125164-IT(A1) 11, dated 19-9-66. A copy of the circular 
giving the instructions is sent herewith. 

[Duly vetted by Audit, vide D.O. No. 3692-Rev. A/200-66 11, dated 
' 20- 10-66.1 

[F. No. 36/25/64-IT(A1) 11, dated 26th October, 1966.1 

T h e  Committee are surprised to learn that Wealth tax, Gift tax, 
and Estate duty which are also direct taxes have not yet been authorised 
by Government for being brought under the purview of Revenue Audit. 
T h e  Committee feel that this should have been done simultaneously 
when Revenue Audit was extended to Income-tax. T h e  receipts from 
these taxes are increasing and it is also necessary to correlate the data given 
in income tax returns and other taxes returns to detect malpractices o f  
the kind reported in  the present case. In view of the singular sewicc 
rendered by the Revenue Audit to t h ~  assessment and collection of Zncome- 
tax, Customs and Central Excise, it is considered opinion of the Committee 
that the scope of the Revenue Audit should be suitably extended forthwith 
so as to include all the Central taxes without any distinction and resewation. 

[S. No. 28 para 1.1 11 of the Appendix XIV to the 46th report] 

The observation of the Committee haw been noted. 

[This has been vetted by Audit vide Shri Gauri Shankar's D.O. No. 
3 130-Rev. A/200-66 dt. 7-9-66.] 

The recommendations made by the P. A. C. in para 1.111 of its 
46th report have since been iruplemented vide Ministry of Finance 
(Department of Revenue and Insura~ce), letter No. 83/65/ 66-1. T. (B) 
dated 10th May, 1967 (copy enclosed). 

[This has been vetted by Audit vide Shri Cauri Shankar's D.O. No. 
3383-Rev. 200-66/III, dated 1-9-1967.] 



F. No. 83/65/&IT (B) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(Department of Revenue and Insurance) 

New Dclhi, the 10th May, 1967. 

Shri R. N. Muttoo, 

Joint Secretary to the Government of Ihdia. 

The  Comptroller & Auditor General of India, 

New Delhi. 

Sir, 

SUBJECT.-Audit-Estension of audit to the Eslate Duly, Wealth Tax and 
Gift Tax rrceipts and refunds. 

I am directed to state that under paragraph 1q2) of the Audit 
and Accounts Order 1936 read with Article 149 of the Constitution, the 
President has approved the extension of statutory audit to the Estate 
Duty. Wealth Tax and Gift Tax receipts and refunds. T h e  scope of audit 
in respect of these Taxes will be the same as in the case of Income Tax 
receipts and refunds. 

(This has reference to Shri R. K. Khanna's D. 0 .  letter KO. 2882- 
Rev. A/272-63 dated the 6th August. 1966 addressed to Shri R. C. Dutt.) 

Yours faithfully, 
(sd.!-) R. N. MUTTOO. 

Ioini Stcretary to the Gorvmmcnt of India. 

Copy to: - 
All Commissioners of Income tax/Dircctontes of Inspection. 

All Sections in the Income tax Wing. 

(Sd.1-) WASQ ALI KHAN, 
Deputy Seerelory to the Govcrnmmt of Indic, 



The  Committee regret t o  note that in the present case neither the 
Income-tax Oficer who made the assessment, nor the Inspecting Assistant 
Commissioner who checked it, was able to detect that a clear item of 
business profit uus shown as a capital gain. This indicates that scrutiny 
made by the tuto oficers was perfunctory. The  Committee desire that the 
o@c#rs shorrld be more careful while scrtitinising the accounts of companies, 
even though these might have been certified by qualified accountants." 

, [S. No. 29, para 1.1 15 of Appendix XIV to the 46th Report, 1963.66.1 

The observations made by the Committee have been brought to the 
notice of the Commissioners of Income-tax uide letter F. No. 36/8/66-IT 
(AI), dated the 4th August, 1966, a copy of which has been sent to the 
Public Acconnts Committee under reply to para 1.83 of the Report. 

[Duly vetted by Audit ;!idr D.O. No. 2942-Rev.A,/2066, dated 22-RdG.] 
[F. No. 561 18/64-IT(AI)II, dated 1-9-66.] 

Recommendations 

(i) The Commitkr regret to not$ that lhc sainc mistakp, i t . ,  failtcre 
t o  aPPIy the provisions of thr Inromp-tax Act to assess the income of 
minors in the hands of partners, 11~s persi~t~ntlv committed by nine Z.T.Os., 
uver a period of eight years from 194748 to 193.;-56. Oncr Ihr mistake 
occurred, the succeeding ofirers repeated it withorit independently going 
into the &asis of asscssmpnt. It is most unfortrinat~ that in spite of the 
Board telling their officers reppatedly not lo follonj the basis of thr rarlier 
assessment, a mitlake like the present one hns hnpppnrd. This shows the 
routine or casrral treatment ulhich is gizm to thp Board's instrrirtions/ 
advice. T h e  Committee stiggest that based on thc. drferts noficrd in this 
case, suitable instructions may he isstrrd to all Inrontc-tax Officers to bp 
more careful in fulurp. 

(ii) The  Committee would like lo know the restilt of the a p p a l  madr 
by the Department. 

[S. No. 30, para 1.1 18 of Appendix XIt' to the 46th Report, 1963-66.1 

(i) Necessary instructions have been issued to all the Cmmmiarianers 
of Incon#-tax in the matter, vide Board's letter F. No. S6/S/66-IT(AI), 
dated 27-8-66. A copy of the said instructions has been sent to the Com- 
mittee under reply to para 1.24 of the Repart. 



(ii) The appeal filed by the Department against the orders of the 
single judge for the assessment years 1932-63 to 1955.56 havc been un: 
successful. The High Court has confirmed the decision of the single judge. 
The Department has accepted the High Court's decision. 

[Duly vetted by Audit, vide D.O. No. 3840-Rev.A/200-6611, dated 
\ 26- 1046.1 

[F. No. 361 18/64-IT(AI)II, dated 28-10-66.1 

Recommendat ion 

T h e  Committee are surprised that in  1953-54, the Commissioner at 
his ouln law1 ga7~e a ruling that the larli~s iti qurstion u w c  not zuizws of 
the assessee but 'ladies in position'. As the case was cbmplicated and 
uniqt~e ,  ufithoirt any piarnllrl, and also i~ivolrwd a lnrgc amount of rrrmtrc, 
the offirer shoirld h a w  re(rrrer1 it lo the Board nnd the h u e  Ministry. 
This omission on the part of the officcrs restrltcd in jeopardising consider- 
ablr revenue (Hs. 38,496 (or the years 1951-52 to I!).i4-.;>. the assessments 
for uthicli havc become time barred, and Rs. 0W.828 for the subsequent 
years 1!):i.i-.56 lo 10.38-59. 

[S. No. 31, Para 1 .I22 of Appendix XIV to the 46th Report. 1963-66.1 

The observations made by the Committee have been brought to the 
notice of the Cornmissioner of Income-tax. 

[Dul!. vetted by Audit zride D.O. No. 3266-Rev. ,200-66, 
dated the Zlst September, 1966.1 

[F. So .  i)6/ 13 /fXIT(AI). dated 50-9-66.1 

Recom~nendat ion 

T h e  Committee feel conrcrned to note that m r n  though these cases 
of allou~anre of insurance rcbates were ttot so complicated, thew appeared 
to be a gctreral tJpe of mistake commi~ted b~ the Zncomc-tax Ofirers, at 
judged front occrcrrencc o( 155 dr/rcthv cases out of a small number of 
cases checked in test arrdit in tile charges of only 16 Cotrtmissiontts. The 
Cornmittec hope that with thr sintplification of thc law by af-oviding for 
straight deductions instmd of rcbntrs, the ntistakcs u-ould be nrbstantially 
reduced, if not contpletrly elimittatrd. T h c  Commitfce suggest that the 
m t t r r  should be kcpt under rnriezi* with a vini* to introducing further 
simplificalion in procedttre, if nercssai?. For this purpose, it would be 
desirahlr that some pcrccntage o f  cnses is checked by the Internal Audit 
also. 

[S. No. 33, para 1 .I30 of Appendix X N  to the 46th Report, 196.566.) 
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The observations made by the Committee have been noted. Instruc- 
tions have already been issued to the Internal Audit Parties regarding 
checking of life insurance premium rebates vide  Board's letter F .  No. 831 
40/65-IT(B), dated the 17th March, 1066 (copy enclosed). 

[Duly vetted by Audit vide  their D.Q. No. 37S5-Rev.?Z/200-6-111, 
dated 3-1 0-67.1 

[U.O. F. No. .96/34/64-IT(AI), dated 25-9-67.] 

Recommendation 

Tha C o m m i t t r ~  fi?d it s u r p r i s i ~ ~ g  that  it1 thrsr 40 rnscs, rehnle u~os 
allowed on the amount in excess of the sftni ch imed  by the asressce. T h e v  
hope that these cases u 4 l  he scr~rtinised corefully and action taken againsl 
the delinquent oficers. 

[S. No. 34, para 1 .I 92 of Appendix XIV to the 46th Report. 
196.5-66.1 

In the earlier Note submitted by this Ministry to the Public Accounts 
Committee, it was stated that i n  ahout 40 cares relnte had been allowed 
on an amount in excess of the sum claimed by the assessees. However, on 
receipt of the detailed information from the Commissioners of Income-tax 
it is found that only in 6 cases was rebate on life insorancc premium 
allowed on amounts in excess of those claimed by the assessees. In the 
remaining cases excess rebate was wrongly allowed, not on an amollnt 
in excess of the sum claimed by the assessee, but due to mistake of other 
types. 

2. A scrutiny of the above 6 c a s e  has shown that the mistakes had 
occurred for rea.wns like: 

(i) the figure shown in the earlier year's return being adopted by 
mistake; 

(ii) the figure shown in the earlier year's assessment bcing adopt&d 
by mistake; and 

(iii) arithmetical mistake caused by decimal point being lost sight of. 
The total tax ihvolved in the mistakes in the almve 6 c a r s  is ahout 
Rs. 3,000. 

3. The  delinquent officers have been asked to be carehll. 

[Not vetted h\  Audit.] 
[F. No. 36/34/64-IT(AI), dated 25-8-66.] 



Recommendation 
T h e  Committee regret to note that this is another case where although 

a diflicult Point was itavol.rrcd, lhe lncorne-tax Offrcer did no1 consider if 
necessary to refer the matter lo the higher aulhorilies before completing 
the assessment of a big cotnparry like the one in the present case for the 
years 1957-58 to 1960-61. lYhat is more regreltable is that even alter the 
Board issued a circular in 1'361 cotrlair8irrg cotrrprelierrsive inslruttiotis 
regarding cornpuling of capilal employed in an undertakittg, the Income- 
tax Officer made the same mistake in January, l(E2 while making the 
assessmenl for the year 1'961-62. The  mistake made in  1961-62 merits 
serious nolice. The  Cotnrnillee also view with concern the omission on 
the part of  the Inspecting Assislant Cotnmissiorier ulho looked into some 
of these assesstnetits, but did not report anything. But for the point taken 
up by thp Audit a tax reverrue of Rs. 3.90 lakhs ulould lraue remained 
unrealised irr these two case5 of companies and Hs. 3.92 lakhs in the care 
of shareholders. 

The  Commillee suggest that lire Board of Direct Taxes should take 
serious veieu~ of such ornissiorr ntid tm~r.\ itiirolving an utrder-clsscssrnent of 
tax of Rs. 10,000 or above slrould br ittve~tigaled it1 detail with a view 
to remove atrj dejecls itr procedure as also lo see that no mala tide 
was itrvolvcd. l'irey .diould olso fix respotr,ibility for such lapses. 

[S. KO. 35, para 1.137 of Appendix S I V  to the 46th Report, 1965-66.) 

The observations made by the Committee have been noted. 
[Uuly vetted by Audit vide D.O. Xo. 3267-Rev.A, 200-66, 

dated 20th September, 1966.1 
[F. S o .  Sci/ l$/Ci.I-lI'(AI), dated 27th August, 1966.1 

?'tic Cor111ttillue desirc thut the per.for.rnancz of the lt&cortre-tax 
Oficers i n  Cumj~atry Circles shof~ld 61- a~sosed frotri lirrrc lo littic it1 order 
to apply atry further corrective. 

[S. So. 36, para 1.139 01 Appc~idix XI\' to the 46th Report, 1%i)Ci;i-&i.] 

As desired by thc Committee, steps have been taken for an a~lr~ual 
assessment of thc prfor~nance of the Income-tax Officers in Company Cir- 
des in January, every year. The lirst such assessment will be made in 
January, 1'367. 

[Duly vetted by Audit vide D.O. No. 31 69-Rev.A f 200-66, 
dated the 12th Sept.. 1966.1 

[F. No. 3(i/18/M-Il'(AI) dated 20-9-66.1 



(1) T h e  Committee regret to note that although i n  each of these 
three cases, the c.rcc.u rrfrrtitl i~rrdrvd'uws more than Rs. I I lakhs, the cal- 
culation was no1 checked by thc I.T.0. cotrcerued as reqrcired under depart- 
mental instructions and thc mislake rettzaitred unuoled for uborrt 50 
months, till it was pointed out by Audit. The  Cornmillee hope that the 
l . T . 0 ~ .  will strictly obsertre the irtstrrccliotis issued 6s tire Board it, J t r l p ,  
1964, that in all cases wh'ere refund grnttled as a result of revision o/ 
assessment conscquenf on an appellnlc order exr~ctleri 11s. I lrtkh, the 
X.T. should' obtain prior approval of the I.A.C. and such cases of large 
excess refunds will be strict/? avoided. The  Corrr~nillee sugge.tt tirat lire 
I.A.C. should specificall? check rltrrirrg t h P M  inspeclions ns to how fur 
the defxzrtmenlal instructiorrs wcrc cnrrird out By the 1.T.Os so far (1,s 

Qtscssrnent of lases was coticerned. Fn'clilri I e lo cccrrj ortt tlrpurlrrre~rtal 
instructions should be viewed seriously. 

(2) The  Co~nmiltee also desire lhal arlcqualc actiotr slroiilcl be l(ikcri 
against the I.T.O. for his tregligerrcc a td  failrc re ri~lrich jcolrurrlised the 
C;wcrnrnctrt reverr ue lo this large cslrrrl. 

[S. No. 37, para 1.144 of Appendix XIV t o  the 46th Kcporl, I!Ni.i-(iti.] 

( 1 )  h'eccssary instructions have been isstrcd to all Conuaissioners of 
Income-tax that the observations xuadc by the P.:\.C. may bc brought 
to the notice of all thc Income-tax 0ffK.c~~ and I.A.C. and that they 
may be asked to car? out thcir duties in a more cflicient manner. A 
copy of the Board's letter F. No. ilti,!L)jCiti-I.I'.(AI), dated tllc 4th August, 
1966, is enclosed. 

(2) The Income-tax Oficcrs concerned have becn warned to bc rnorc 
careful in future. 

[Duly vetted by ~ u d i l v i d e  D.0 .  No. SO76-Rer..\/LM-ti6 
dated 2-966.1 

[F. No. 36/16/64-IT(A1). dated 7-!)-Mi] 

Recommendat ion 

T h e  Committee consider it unfortunalr that A.A.C. nrorliotted thc 
&we of dnvloprncn? reIMe ns 349H Inkhs instrad of Rr. 26.90 lokhs. 
What is mow regretlnbls is that thc 1.T.0. who hsti hitrtaelf enrlicr cor- 
rected the arifhmclirnl rrrnr of n strm of Rs. (1.08 lnkhs hnritrg bcrn added 
twice w e r  did not check t tp  the amoirnt of allournttrr rclhilr giuing cffrct 
10 ihc order ol the A.A.C. atad this rcsullcd in an excess refund of 



Rs. 5.08 lukhs. The Committee are surpriied to know that although this 
care reluted to a big company involving a substantial amount of refund, 
it was neither checked by the Inlernal Audit Party nor the inspecting 
stafl. 

[S. No. 38, para 1.148 of Appendix XIV to the 46th Report, lM5-66.J 

The observatioris made by the Cotnmittee haw been noted. 

[Duly vetted by Audit zride D.O. So. 3073-Rev.A/200-6ti, 
dated 2-9-66.) 

[F. No. 36/29/64-IT(.4I) dated 7-9-66.] 

The Committee regrel lo obscnle that in this cu~e the orders of 
Appellate Tributrul userc riot p r o p l y  grzlert effecl to resulting in at, 
under-ussr.\snrorl o\ la.\ to the e x t o ~ t  of Rs. l!).4 12. The Corrrmittct con- 
sider it veyy unsatisfaclory that the I.T.O. who corrrmitted the mistake 
was so much over-burdened with work at the parlicular time that he had 
to hold five important charges. The Cotrrrnittee hope that suirable admi- 
nistrative arrangements will be made to avord such mistakes in future. 

[S. No. 39, para 1.151 of Appendix XIV to the 46th Report, 1965-66.1 

The obxt-vations made bs the Committee have been noted. 

[Dulv vetted b\ .Audit, vidc D.O. S o .  Y 0 4 ' i - R e v A 4 L ~ .  
dated 2-9-66.] 

[F. No. 36 14 1ti4-IT(A1), dated 7-9-66.] 

The Committee \eel concerned orper the mismko wurde by thc I.T.O. 
i w  the levy of aciditioturl sripr-tax itpolr~itrg short-ln*y o f  tns to rhe 
extent of Hs. 5.14.756. It is regrettablr that the -4ssislant Cotnmi.uio81tr 
who checked u p  this case, could riot detect the mistake, although it 
involved a qttc.stion of application of Lu*. The Committee hope that the 
Central Board of Direct Taxes would take suitable steps to ensure that 
such misla kes are avoided i t r  future. 

[S. XU. 40, Para 1.1:14 of Appmdix S I V  to the 46th Report. 1965-66.) 



The mistake in this case has since been rectified and the additional 
demand of Rs. 3,14,773 has since been collected. 

2. The Committee have observed that the Assistant Co~nmissioner 
failed to check the mistake which was one of law. It may be mentioned 
that the Inspecting Assistant Commissiotler ody  gave approval for apply- 
ing thk provisions of section 2SA(I) and he had no occasion to detect the 
mistake committed by the I.T.O. 

3. The explanation of the 1.T.0. who co~l~mittcd the inistake, has k e n  
obtained. He has bee11 warned. 

4. Instructions have also beeu issued to the Cornniissioncrs to bring 
to the notice of all the Income-tax Officcrb ~l ic  propcr nle~hvci of calculat- 
ing super-tax under section 23A/ 104. 

[Not vetted by Audit.] 
[F. Ko. 521 13 /titi-ll'(A-lI), datcd 16-9-67.1 

The  Commitlee rcgrel to obse~~lr  that ttrr rrirorrecl ~rolrre issued 6s 
the lwome-tax Ob(rcer to the cotn@riy lo declure (rtrllrer iirv~tloitls result- 
ed in clear loss o/ reuctrue lo the ruterr! o/ Rs. 45,WO. 

[S. No. 41, para 1.158 of Appendix XIV to the 4titli Report, I!ICiri-66.1 

The observations of the Conilnittee have been notcxl by thc ~ovt&ri- 
ment. The Ofker concerned has been wanled a l~d  a cipy of the warning 
has been kept in his character roll. 

[Vetted by audit vide Coniptldlcr and Auditor Gcnet~itl's D.O. So. 
2401 Kcv.A,/WO-66, dated 1 I-7-Gfi.] 

[F. NO. 521 14 /66-IT(Itlv.)] 

In their earlier Hefiorls (Park 33 o( 21st Iteport and para 41 of 28th 
Report-Third Lok Sabha), thc Cortt~nillcr fiarle aclversely conimetrled 
upon von-levy 01 ~idditiotial S I I ~ ) C ~ - t a x  urrrler sectiotr 23A of thc lncome- 
tax Act, 1'322 arrd desired Ifrat the ~ror~er1ur.c s/rorrld be tighlored, atrd 
the Board should keel  close uealch on the podiotr. T h e  Cotntrtiltec are 
concerned to find that the Audit Report, 19G had ulso rliscloscd under- 
assessment o( super-tax of Rr. 23.57 lakfis involved in 80 cases. T h e  



Colhrnittee would like to know nbbut the action tnkcn by the Board of 
Direct Taxes to tighten the procedure wilh a view to eliminate such' 
cases, 

[S. No. 42. Para 1.1.59 of Appendix XIV to 46th Report, 1965-66.1 

There was no time-limit for taking action under section 23A of the 
1922 Act. This was remedied in section 106 of the Income-tax Act, 1961. 
Administratively also, a register has been prescribed by the Board which 
is required to be maintained by the Inccme-tax Officers. Administrative 
time-limits have also been laid down for completing each stage of action. 
Though the time-limit laid down in the 1061 Act does not applv to 
proceeding under section 23A of the Income-tax Act. 19'22. ~ o a r d  have 
directed that thew time-limits. shodd be kept in view for completion 
of section 23A proceedings under the 1922 Act also. A cop?- of the instruc- 
tions issued on 13-6-1963 is enclosed. 

2. Instructions are again being issued for expeditiousl\ completing 
pending cases relating to assessment years up to 1961-62. ;\ copy of the 
instructions is enclosed. 

[Vetted by Audit vidc Comptroller k .Auditor General's D.O. 
No. 24 16 'Rev..-\ '200-ti6 dated 6-7-1966.] 

[F. S o .  .i2/ 1 .i,i66-IT(Inv.).] 

T h e  provisions of section 211-.4 of 1922 .Act have been split up into 
a number of convenient sections in the New .Act. The  relevant Sections 
are 104 to 109 of the I961 Art. "A compan? in which the public are 
substantially interested" is defined in Clause (18) of Secrion 2 of the 
1961 Act. 

2. Under the .Act of 1022. there was no time limit for the passing 
of an order creating a demand for additional super-ttx. However, under 
scction 106 of the new Act. the following time-limits have been laid down 
for making such an order: - 

(a) 4 years from the end of the assessment year relevant to the 
previous year; 

(b) one year from the end of the financial year in which the assess= 
ment or re-asxssmeut has been made, 



whichever is later. The  following e x a b l e ,  taking asscesment year 1962.63 
into consideration, will illustrate the manner in which the time limits , 
imposed under the new Act will operate: - 

Date of completion of Last date for completing pro- 
Assessment year assessment or m ceedings under scction 104 of 

asses~rncnt the Income-tax Act, 1961. 

1. 1962-63 Before 1-41 966 31-3-1967 

2. 1962-63 After 141966 3 1 -3-1 968 
but before 14-67. 

3. 1962-63 Reopened under sec- By 31st March of the Financial 
tion 147 afttr year following the Financial 
3 1-3-1967 and re- year, in which the reassessment 
assessment comple- was completed e.g. if the re- 
ted later. assessment was completed on 

30-12-1968 the last date for 
making order under section 104 
is 31 -3-1970. 

3. The imposition of these time-limits makes it absolutely essential 
that the scrutiny of such cases shoidd he made in a systematic manner 
immediately after the assessment or reassessment. For this purpose, all 
the facts relevant to the application of section 104 for each year of 
assessment will be obtained by the Income-tax Officer from the Cornpaw 
to which the provisions of section 104 arc applicable. in form Annexure I 
before the completion of the assessment. On completing the assessment. 
the Income-tax Officer should simultaneously make entries in the form 
Annexure 11. A separate sheet should be used for each company and 
such sheets should be used for making entries for six years. - 

4. After scrutiny of the information obtained from such companics 
in form Annexure I, the Income-tax Officer should be in a position to 
conclude whether the provisions of Section 104 are applicable to the 
company. If it is applicable. he will enter the name of the company in 
the register in form Annexure 11. After filling up An~iexure I1 the 
Income-tax Officer will satisfy himself that additiorlal super-tax is payable 
owing to short distribution of dividends. If he is so satisfied, the Income- 
tax Oflicer will have to examine whether action as contemplated in 
section 105 is necessary. The notice under section 10:i(l) should he served 
within a period of 45 days from the date of the assessment order. The  
report to the Inspecting Assistant Commissioner should be submitted 
after considering the company's reply within 6 months from the date of 
the order of assessment o r  re-assessment. The  apprwal of the Inspecting 



5.  The register should be put up r,n the Ibt of May, 1st of A U ~ S ~ ,  
1st of November and 1st of Felnmr) to the Inspeaing Assistant Commis- 
sioner for scrutiny. This rcgi\tcr should be brought into use i m e i a t e l y  
in all Cirdes which deal with the assesvments of the companies. The 
Commisuioners will arrange to print the forms (Annexure I & I@ JqalIy 
under the powers of l r ~ a l  printing dclee;;ltcrl to thcm in Road's l e t t a  
No. 28/11/62-IT, dated 16-5-1963. The entries in the registem &odd lk 
made for  arid from assesment war 19624il. Annexme I which the cam- 
panic* are required tn funaiah, v, 111 1K. filled i l l  the assesment folder a h g  
with the ascewnent order. 

6. Though the alnove tinlo limits appl\ onl\ to lW2-6.S and later 
asscsmcnis, the hard defii1-e~ that secticm 2Sk prtmcdings for iadier  ?em 
should also tw conlpletcd Leeping the above t i m e e u k s  in mind. Cola- 
~nissioner should, therelore. ensure that all 23.4 assessments pertaining 
to assessment !cars l!):ii-.',ti to 19614i2 are completed hy 3 I-3-1ZMi4. Parti- 
culars rcgarciing such asstsuliellts need r~ot he entered in form ;\nncxure 11, 
but these details should he collected and filcd below the assessment order. 

F. No. X,' 1 i ,'(iG.IT(Inv.) 

The .Secretary, 
Central Soad o f  IXrert Taxes. 

As y o u  arc aware. tlie lapse on the part of the officers of the Depan- 
ment to initiate prompt action i~nclrr sc'ctiou BSA 104 af the Incnme-ta 
k t .  1922/ l!Kl has come in for sevcre criticism by the Public Accounts 
Committee in its various reports to the Lok Sabha. In order to avoid 
such delays and omi~\ions, instrurtions were iswd in h r d ' s  Circular 
No. 1.5-D of 19tiJ for the maitite~w~ice d a register by the Incaljle-tax 
Oaoen for keeping a proper watch on the proceedings u&r scclion 1 W. 
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2. Even after the i m e  d the aforesaid instructions, audit objections 
indicating long delays are still being received which shows that the instruc- 
tions are not being followed by the Income-tax Officers. The  audit objcc- 
tiops also show that all cases under section 23A pertaining to assessment 
years 1955-56 to 1961-62 which, according to Board's instructions. had 
to be disposed of by 11-13-1964, have still not been disposed of. 

3. I am directed to request you to please ensure that the register 
prescribed by the Board of 23A/104 cases is not only maintained properly 
but is also used as an effective instri~ment for subserving the purpose for 
which it is meant. and old rases are disposed of expeditioaslv. An attempt 
h l d  be made to dispose of as many as of these cases in Jlme and Jnlv 
1966 as possible. 

4. A list of cases for the assessment 1955-56 to 1961-62, requiring 
action under section 23A. pmdin i  on 31-7-1966. along with reasons for 
pendency, may he sent so as to reach the Board by 31-8-1 966. 

Yours faith full^. 
(Sd.) WASIQ ALI KH.4N. 

Srcrrtnn*, Centrnl Ronrd o f  nirrrl Tnxrr. 

T h r  Committrr are no! hafifiv orwr the drlnv in the disposal o f  the 
appeal filed hv thr assrsrrr in thiv m w ,  rrtrrlting in n lnrg~  nnlotrnt ol 
demand (Rs. 3.18 lakhs) outstanding. Thrv hope thn! thr Commissionrrr 
will strirtlv follorcr thr rerrnt inrtrirctions o f  thr h a r d  and thnt whrrr 
srrbstnntial nmoirntc uvrr in~rolrvd prnding drrision nn npprnls. the ,4pprl- 
lntr Assistnnt Commirsiotirr uwrrld tnkr ~ r p  srrrh cnsrs qrrirklv. 

[S. No. 44. para 1.177 of Appendix XIV to the 46th Report. 1965-C*.) 

T h e  appeal filed bv the asxssee was dispowd of h~ the Appellate 
Assistant Cdmmissioner in February, 1966. As a residt of this decision. 
there was a reduction in the outstanding dema~ttl by Rs. 91.835. The 
latest position regarding recoverv is as under: 

Original demand raised 4,40,OOO. 00 
Less reduced in appeal . 91,834.75 

Nrj demand of tax recovered by the Deptt. . 3,48,165.25 
Intcrut accrued on delayed payments also recovered 

bytfhc Deptt. , 11,865.00 



In  addition, a furttier demand of Rs. 4,725 an account of interest on 
outstanding demand for the peridd 1-4-66 to 8-10436 has also been raised 
by the Department. 

[Duly veftcd by Audit vide D.O. No. 4240-Rev.AI200-66-11. 
dated 26-1 1-66.! 

[E'. No. 3G/27/Mi4-IT(.-\l), dated 16-8-65.] 

Recommendat ion 

Thc  Cornmiller rcgrct to obsenlc lhat this is a clear case of omission 
to tak the iticonre when all the facts were auailable on record. T h e  Cortr- 
miltee rather \evl conrerircd ocer such oinissions occurring in the Special 
Inveslignlion Circles who haroc to deal with Comparatively less number of 
cases. 

[S. No. 45, para 1.181 of Xppcndix Sit' to the 46th Report, l%X6.] 

Sccessary instructions have bccii iss~red to all the Coriuuissioner of 
Income-tax vide l)oard's l e t t c ~  F. So.  36;8;titi-iT(AI), dated 5-8-66 that 
the observatiorrs ~irade by tlic Committee should be brought to the notice 
of thc various assessing ofticers and thc) should be advised to take special 
care to x c  that such irregularities arc avoided in future. A cop); oE the 
slid ii~structioi~s has been s c ~ ~ t  to thc Coxrlmittee under reply to para 1.24 
of the Keport. 

[Duly txtted by Audit vide D.O. S o .  3Y.iO-Kev.A 200-66, 
dated ttic ZSrd September, 1966.1 

[F. Xo. 36/ 14/ti.l-IT(Al), dated 28-9-66.] 

11, the ptese~rt caJe brjore the Irrcotr~e-lax Oficer r-ehqubked charge 
it, April l!,ti2, he should have ttretrlio~trd itr delail lire actioti required 
to bc takrti lo I i ta  s ~ ~ ~ ~ ( . r s s o ~ ,  30 that I ~ C  assessnunt fur the year 1956-57 
could be r e - O ~ C I I C ~ .  This a l ~ p r e t r l l ~  uus tiof done. I1 is all the more 
regrcltu ble to w l e  that tlrc same Ztrcortie-lax O&er war cortcenud with 
another caw iwolving an under-asse~;rntenl of Rs. 67,000. T h e  Cornmiltee 
suggest that this CUM trmy be itwesrigated it1 detail with a view to hi* 
responsibilitv, and takitig disciplitiary action crgnitist oficcrs concmwb. 

\ 

[S. No. 45, para 1.182 of Appendix M V  w the 46th Report, 19fWjtj.J 



T h e  explanation of the o k e r  concerned has h e n  o&ain& a n d  he 
has k e n  warned to be careful it] future. 

t t ,  
. [Duly vetted by Audit vide D.O. No. 31 70-Rev.-A,/?00-66. 

dated the 12th September, 1966.1 
[F. No. %i/ l4/W1'1'(AI)I, d a ~ c d  22-9-66.] 

Recommendations 

T h e  Corrtmitlec regrcl lo trolc tlral itr Ihr caw o/ llre fir$( corrtp(rtr! 
t h e ' ~ n r o m e - l a x  Ofirer {niled to gross uf) ditrirlctrrls correctly, ~lrough Ihc 
assessmeuf rccords o/ the co~trpntr~ ~ l cc l i~ r i t~g  iliz!iilr~rd~ I ~ W C  u ~ u i l ~ 6 l c  it1 
the satnc i~rr-ornc-tax 0,fJirr. Il ' l tn~ is tnorc .\oiort.s is  llrnt nllhouglt llrr 
pcrccn /age of taxed ~ r o f i  I\ nlns itrtlircr lrtl (I.\ 'rril' it, tlrc iiir~itlr~~rrl u l n r r q  I 
filed by thc asscssee for llrc ymr  I!l.i!)-(i0, 1 1 1 ~  I11c.ornr-Ins Ofht rr rotrrrrtrcd 
p s e d  u p  the dii.ide?td b y  I~kirr~g 100 prr crtrl of Profil\ n.5 /nsnl)lr. 
 he ~ n p w  otr  I I I C  p r ~  of ttrc itr(ottw-~(r.\ ~/ /r(rr .s  rc.srritc(i cwc.u C ~ I I I  

ol  Hs. 2.56.344 it, rrspr(~1 oj lltr. y u r t  l!).i,-~-.X lo I!).iWiO, (1 pnrt o/ u*/rirlr 
has bccorrre N loss as tire rrc~tJlctrliotr ol u.~sr.~.~vtrctrt.~ lrntl Oc~ottrc, littrr- 
barrcd. 

Para 1.191:- 
The  P.A.C. have ol~sc~~ved i n  jx~r.;~gr;~pll I.1!14 cr l  [heir lrpwt t11;rl 

cvcn though the awcmnent r i~oriis  nf thc Company declaring tllc clivj- 
were available in thc s ~ n r e  Incnn~c-tax O k e ,  tire Ir~ccme.~;rx C&cr 

fai&d to gross up the dividends correctl!.. I t  might howcvcr, bc cxplnind 
chat while it is true that the assesanrent rccords of tw~h  the Ctmpt~tier ,  
n-ely. the dividend paying company and the d iv idc~~d  receiving Cum- 
p n y  were in Diwicr 111, Calcutta, under the same ('m~mi?uriolwr d 
lacaa~ctax'r charge. twt the said two C;an~pvnitrr wwe being awsscd ha 
dillcrmt Incolaetm CHkcrs in the same lliatrkt. MIS. Kkkitt and 
Colmrn Ltd., were k i n g  a w s . d  i t 1  B. Ward, wlierca\ Illis. ,Ric.Lctt & 
l e a n  (India) Ltd. war being anscsJcd in D. Ward. :: 



Thc Publia Accounts Cornmitux have also obatrvcd that the l a p  
on& part of the Encome-tax Officer resulted in excess credit of Rs. f , M ~ W  
in reepct of the years 1935-56 to 19.39-60, a part of which has bccolcle' 
a loss as the rectification of awwrnentij has become time-barred. This 
is not quite correct. The Commissioner of Income-tax has stated rhpt 
in the case o f  this Cornpati\ ( M / L  Reckitt and Colnnn, U.K.) the wmw 
ments have been revised under section 55 fur all S e  .5 )ears in question 
and in no case rcctification action has beconic time-bar1 ed and kencc 
there is no low of revenue. 

It is no doubt true illat in rcspct of thc assesmreoi ycar l9X)-@, 
the Income-tax Offrer growed up the dividcndv by taking 1001,!" of the 
profits as taxable was indicated as 'nil' in the dividend warrant. 

Para 1.1%: - 
'i'he Public Accou~its Comniittec has ob5ervcd that there was &lay 

in the investigation of this case aftcr it  was brought to the Departn~ent's 
notice by the audit. I n  this connertitm the p i t i o n  is that as stated b~ 
the Commissioner of Income-tax, the audit ol)jections were received by 
the Income-lax Officer a1 4-2-ti4 and thc mistakes in all the caves were 
rectified by him oil 3-7-64. 

The Public Accou~~ts Comliiittcc ha3 IMTII plcawd to ask fo~. followit~g 
points: - 

(i) Action taken against the I~~cc,t~re-ti~x Otiicer for his oniission. 
(ii) Action taken against the (lol~ipany for filing false certificates; 

and 
(iii) 3'he remedial measures taken for future. 

'I'tie positiou on tlie.re p i r l t s  is csplairied k l o ~  seriatim: - 

In regard to the assessments relating to the asscs~nrnt \c;rrs I!).i.'i..X 
to l!G&59, thc Inctme-tax ofiicer mcrcl\ adopted the p r r e n t a p  shc~wn 
in the dividerrd certiticates for the purpose of gros41ig up. .According 
to the instrtmioas issued bv the Board. the prcent.sge should h a w  kca 
verified later with reference to the rccords of the dividend-pa\ing Ca. 
or by ~ ~ r a k i ~ i g  a referetire to the I~~c.c~t~it.-t:ix <)Hiw~. ~swicssi~rg the dividend 
paying Co. 'I'he C:onnnisior~er of Ir~co~ar-tax has rcported that the officrr 
assessing thc dividcnd paying Cxmp;in) had not ccmlrnuaicitd the po- 
ocntage of taxable protits to the 11icomc.cax O&cr who made t h t  asses- 
ment of the IIOII-r~idcnr G ~ m p a r y .  It i s  unforruirate that the Irutm-@ax 
Ofticer idS0 hiled to a~a i t~ ta in  a Regiswr showing the percentages d tmd 
prabtrr of cc.~mp;mits, as recpirtd wdcr tllc Board's imtructions. 

Irr regard to the ;~WSSIM:II~ 101. the !.ear I!).i!I-Ci. the dividend 
wafrants showed the percentage crf taxable profits "nil" but the Incou#-tax 



OfGcer grossed up thc net dividend on the footing that 100% oC the ' Company's pwfits were taxable. I t  is true that in this case, the Income- 
'tax Officer was clearly in error. Although the Income-tax Officer has 
tried to explain the reasons for his action but the Board are not satisfied 
and the Commissioner of Inconle-tax hius been asked 1.0 administer a 
warning to the OBicer. 

2. ilcliorr taketi agaiusf t l ic  Company 
The Company was called upon to explain why incorrect ccrtificares 

had been issued by it. In their reply, the Compitny has stated that as 
the questions of 15-C relief. Development rebate and Depreciation etc. 
had not yet been finalised at the time of issuing the dividend warrants, 
it was not practicable for the Company to issue the certificate of deduc- 
tion in any other satisfactory nlanner than what was actually done. 'l'hc 
question whettier any legal or penal actioit cim bc taken against thc 
Company for issuing incorrect cer~ilica~c, hits been exanlined by ttic Board. 
It is seen that the form of the certilicate which was ill force prior to the 
introduction of the revised form in 1957. was so wo~rled t h a ~  it will be 
'diflicult to maintain that any false statctne~it had t ~ c n  made by the officials 
of the Company who had given thew certificates. So far as the dividend 
paying Coinpany is concerned. whatcver profit is computed under thc 
Income-tax Act, the whole of it wo~tld IN cli;trgcable to titx at 100u,, 
at Indian rates. The main portion of thc cxeinpvd prolits is the portion 
which represents the depreciation a l low rrce and dcvcloprncnt rebate 
allow,ed in excess of the provision niadc in the accounts oi thc Cornpan!. 
Working o u ~  the correct pcrccntage by t a k i ~ ~ g  inw account such item, 
was not provided for in the old forin prescribed f o ~  dividend warrants 
and it will be very difficult to take any legal a c t i o ~ ~  against tlic Conipiui! 
for mentioning the percentage of taxable profits as 100. The revised 
form prescribed in 1957 is relevant for as~ssnient year 103!)-60 and in 
that year, the percentage n~entioncd b) the Conipany in the dividcnd 
warrant is "nil" and hcncc thcre was no tr~istake in thc certificate of 
that year. .l'hc acconipanying st;rtcr~~ct~t shows the various details re- 
garding t l ~ c  dcclaratiori of divicierds, conipletion of asscssr~~ents and 
settlenierit of 15-C claiuis etc. for thc various assessn~eni years. Having 
regard to the circumstances of the case, the Board are of the view that no 
legal action can reasonably be taken against the l~idiiiu Co~~~pitliy. 

3. Hen~edial Measures 
Although &he grossing up oE. dividends has kc11 abolished from 

1960-61 onwards, instructiol~s have k e n  issued in~pressing upon the 
Income-tax Officers to cxerciw greater care and vigilance in allowing 
credit for tax in such cases. 

[Duly vetted by Audit vide D.O. No. I(B-Rev.A/200-66 11, 
dated the 17th January, 1Wi.I 

[I;. No. 361 18/64-I'T'(A1)-11, dated Yti-8-1967.] 



Date of Date of Date of 
declaration 

Date of Date of settlement A.A.C*s order of of 15-C of of dividends order I.T.A.T. claim 

Recommendation 

T h e  Committee arc surprised that the Zntcrnal Audit Party did not 
men check that tltc 1.T.O. had got the ccrtificatrs fttrmished by the corn- 
panics uo-ifirrl. The  Committee u w e  informcd that itas1rrtction.c uwuld 
he irsucd to the Internal Audit to c a ~ ~ r l ~ t c t  this typr of examination. The? 
trtrst thnt in  ~ t ~ r  trrr tht. Irrtrroni .-I i r i f i t  il'011id hr m r ~ f 1 1 1  co thnt such 
mistakrc mall not get rrtrdrtrctrtf. 

[S. No. 46 and para I .I97 of Appendix XI\' to the 46th Repart, 
196.566-] 

The oh.wrvations made hv the Committee have been noted. It miry 
be added that neccssarv instkct ions regrtnling the exercise of greater 
vigilance by the Internal Audit Party were issued in the Board's letter 
F. No. P.S!70/66-IT(B), dated 24-9-66 (copy et\clcl,d). 

[Nbt wttccl hy Audit.] 
8 

[F. No. 36 f l R/H-IT(.4-I), dated -1047.1 



CENTRAL BOARD OF DIRECT TAXES 
N c u ~  Dclhi the 24th Seplen~ber, 1966. 

' .  , 
To 

All Commissioners of Income-tax. 

I am directed to sav that the Public Accounts Committee l!Mi)(i.r,&i has 
made the following recommendations in its 46th Report ('Third Lok 
Sabha) regardiug the items of work to I,c chcckrd hv the internal audit 

' parties: - \ 

Para 1.130 
4 The Committee feel concerned to note that even thongh these cases 

of a~lowance of insurance rebate tverc not complicated there appeared to 
be a general t\pe of mistake committed hv the 1 . T . 0 ~ .  as judged from 
occurrence of 1.5.:) defective cases out of a mal l  n~rnlbcr of cases checked 
in the test audit in the charges of onlv 16 Commistioners. The  Con!. 
mittee hope that with the siolplific;ttion of the law hv providing for 
straight ded~ictions inrtead of rcl)atcs tllc misti~les would Iw suhst an tially 
reduced. if not completel! eliminated. 

a 
The Comntittee suggest that the matter sho111tl he kept under review 

with a view to introducing further simplification in procedure, if ncces- 
st?. For this purpose i t  would bc desirahlc that some pcrccnragv of 
casts is checked by the Internal Atidit also. 

Para 1.197 

The Committee were informed during evidcnce that the internal 
audit part!. which looked into two asscssmrnts could not drtect the mistxke 
h a u s e  the files of the company wcre not with them at the time of checking 
and they also went by the certificates of the companies. ?'lie Cammittcc 
are surprised that the Internal Audit part! did not even check t l m  the 
IT0 had got the certificates furnished I)? tlic companies verilietl. Thc  
Committee were informed t h ; ~ ~  instructions would 1x issucd to the Inter- 
nal Audit to umluct this type of examination. Thcp trust that ia future 
tbc Internal Audit would be areful  90 r l w  such ,rnimkcs may nut go 
uadetsctcd. 

Para 1.220 
T h e  Committee apprecia~e that in order to avoid assessments becorn. 

ing time-barred after four yearn, the ~ r ~ e r n d  Audit is arranged in such 



a way that assessments are checked within a period of three years so as 
to allow one year for rectification. But at present the Internal Audit 
parties checked only a limited number of aswssments and even out of a 
few cases checked by them in some cases mistakes escaped their notice. ' 
T h e  Committee therefore, feel that remedy lies in improving the efficiency 
of the assessing machinery and .the vigilance by the internal audit 
department. 

2. The  recommendations made by the Committee in para 1.130 
relate to para 71 (b) of the Audit Report (Civil) on revenue receipts 1W, 
which refers to mistakes committed while allowing rebates on life insu- 
rance premia. The provisions relating to rebates on insurance ptemio 
are applicable onlv to individ~~als and Hindu undivided families and as 
such only a percr~&ge of such cases is liable to be checked in terms of 
Board's Circular No. I-D(LVI1-3) of 196.5, dated the 18th January, 196.5. 
While checking there caqes it should. however, he ensured that the rebate 
on Life Insr~ranre Preniia is correctly allowed and recurrence of the mis- 
takes of the type pointed out by Audit is avoided in future. 

3. The recomn~endations made by the Committee in para 1.197 
relate to pala i.i(a) of the Andit Report (Civil) on Revenue Receipts, 
196.5, dealing with irregular grossing up of dividends. In the cases re- 
ferred to in this pars, the Internal Ar~dit Parries failed to check whether 
the tax deduction ccrtificates furnished h \  thr Cornpan! have been verified 
h! the I.T.O. In order to avoid such mistakes in future, it has been 
decided that the Internal Audit Parties shoi~ld check up the tax deduc- 
tion ccrtifitstcs with reference to the files of the companies or the intima- 
tions recei\.ed from the I.T.O. assessing the companies. 

4 .  This may be hrought to the notice of all the officers working in 
ymr  charge, pa~ticularl\. thc Internal .Audit Parties so that the efficiency 
of the nssecsing marhiner! may improve and there should he greater 
vigilance on the part of the Internrtl Audit Department. 

Yours faithfully. 

(Sd.) bl. 31. PRASAD, 

copy to: --- 
11.1, (I. I .)!DL (RSI') and D.1. (Inv.), 

All Officws and Branches in the I.T. Wing. 

(Sd.) M. M. PRASAD. 
Under Scctelary. 



T h e  Committee are unhappy to note that in spite of their earlier 
recommendations-Para 66 of 21st Report (Third Lok Sabho) and e r a  44 
of 28th Report (Third LOR Subha)-there had been omission to levy penal 
interest. Out of the 347 cases reported irt  the audit para, in fiue causes 
alone the penal interest omittrd to be levied upas abovt Rs. 9.19 lahhs. 
This resulted to the loss of reurnur to  Gozrernmrnt as in one case 
&. 50,475 urere waived and in arrolh~r case Rs. 72,329 could not be rectified 
because of time-bar. The Conzmiltee desire that such lapses should be 
strictly avoided and penal interest, wherencr leviable should be levied, 
unleSs waived by the competent authorit?, for adequate reasons lo be 
record cd. 

During mridence, it ulas stated that instructions had been issued to 
Commissioners of Znromr-tax to emure tltat penal intcrr~t u~ould be lmied 
in a11 the cases wherever it ulas 1n)iable. The Z.T.0.q. had also bern 
asked while making assessment, to look into the earlier assessment also 
and to see whether there had brcn m y  nwrztio?~ of it itr earlier year also. 
They hope, that with the issue o! throe instnrctionr, r t ~ h  lapses rvill not 
occur in future. 

[S. No. 47, paras 1.204 and 1.205 of Appendix XIV to 
46th Report. 1965-66.1 

The observations of the Cdmmittee have been noted. 

[F. NO. 83/20/66-I.T.(R) 

Recommendation 

They, houlever, regwt to notr that srtrh a mistakr hnd taken place 
and yet it was nof detct.tcd at any lrvel in Income-lax Departmetif. It 
is  surprising that even though this irregtrlarily was poinlrd out by Atrdit 
in June, 1962, yet thr Commissiotter, u h o  uras lookitrg in10 the case had 
not submitted his final report. The  Commiftec dcrire that the report in 
this case should be finnlised mrly cnd srrilnhle aclion shotild be taken 
against persons responsihlc for thr lapse. 

[S. No. 48, para 1.21 1 of Appendix XIV to the 
.46th Report, 196.5-66.1 



Explanations of the officials concerned have been #obtained and exa- 
mined. The  explanations have not been found to be satisfactory and the 
officials concerned have been warned. 

[Duly vetted by Audit vide D.O. So. 2817-Rcv.AJ200-66.111, 
dated 1-8-67.] 

[F. No. 36/31/64-IT(AI), dated the 7th August, 1967.) 

Recommendation 

The Conlmitlee are not happy over the ca.m of over-asse.rsmet~ts which 
are as setious mistakes as under-assessments. The Committee feel that for 
no fault on the part of the asscssees, the)' had been penaliscd. The Com- 
mittcc take a serious view of the cases of over-assessments which have 
become lime-barred. 

[S. No. 49, para 1.219 of Appendix XI\' to the 46th Report. 1965-66.1 

Necessar\ instructions havc bcen issued to all the Conitnissioner of 
Income-tax that the observations made by tile Committee should be 
brought to the notice of the various assessing ohcers and they should be 
advised to take special care to see that such irregularities are avoided in 
future. A copy of the said instructions has been sent to the Committee 
under reply to para 1.24 of the Report. 

[Duly vetted b~ Audit rride D.O. KO. 3349-Revh1200-66, 
dated the 23rd September. 1966.1 

[F. So .  36; 16iti-i-IT(A1). dated 28-9-66.] 

The  C O I I I I I I I ~ ~ C ~  apprcciilte that in order lo ailoid assrsstrrents becorn- 
ing time-barred after four years, [he Iti!rr.~ral Audit is arranged in such a 
way that .assrssmerrls are checked ulithi~r a period 01 three years so as to 
allow one'kear for rcctifimtiotl. H t t t  at present the Z~rlernal Audit Parties 
checked only a limited nrrrtrher of asswmerrts and nlen out of a few 
txscs cltecked by tlrcnr in some cases tnistakes escaped their nolicc. Thc 
Committee, titere\ore, feel that rctnedy lie$ in improving the ebr;c;enq 
of the assessing mnchi~rery and the vigilartce 'bp the lrtternal Audit 
Departmenl. 

[S. No. 4!1, para l.'?-W of Appendix S I V  to the 46th Report, 19G;i-M.) 



The observations made by the Cotun~ittee have been noted by the 
Department. Instructions have already I ~ I I  issued regnrdiq thc exer- 
cise of greater vigilance by the liitcrnal Audit Parties undcr the l)oald's 
letter F. No. 83/7O/Cili-IT(B), datcd 21-!Mi (a cop!. ol which Jiiis I I C ~ I I  
sent.to the Committee under reply to parit 3.197 o f  the Report). 

2. Suitable steps are also k i ~ ~ g  taken to improve thc cfficicnc~ of rhc 
assessing machinery. 

T h e  Conrt~ritlce reel cotrc~o.trrd ~ i ~ r  tlrr t ~ / w  o/ rnislrr fi~.r rotnmiltrtl 
by the assessing oflicers it1 llrrsr Ihrrr cases, e i l ~ t ~  Ilrorrglr t lrr.~ wrrr r l~nl l  
within Cornpa~rs C:ircI~s, zrgltrrr. g c ~ r r ~ . n l l ~  r*ffrrirrr/ ofltr rt r nrr /)o.\frrl. 
T h e  co~icer?ted of/h-ers itrclriiicd ;.I 1 1 1 ~  i ~;:;r/~r~I(rltot~ o,/ r(r]~~ttr/ " ~ ' l W ~ ~ . \ ~ f ~ l l  

for Taxalioti" atirl " Prozii.\iotr for rlii'irlr.t~rl.\", trcitlr o. o/ u~hic.lr crrrt It1 bc 
construed as rr\enw beitrg Ilrr rrrrrorrtrl.c crt (r/)rr~.t to ttirr/ s/wc.ifir lirrbilili~r 
known to exis/ o ~ r  lhe dalr of llrr hcr1otrc.r vltc-rl. This  rr.rrr11rtl irr s l to~  I 
levy 01 lax artrorrrrlitrg lo Ns. I , - I  1,700 rc*/rir.lr rrwr r.rwlicrtl cr\/c.r. britrg /~oitrl- 
cd out 6y Hczvtrrte .4rulil. I'lrc. Cortrttrill~r ir8rr.P ittlorrncd ~lrtrl. n /  / ~ r~s r t r l .  
it was beyotad [Ire scope 0 1  tlre Itrlrr~trcrl .Jrrtlil to clrrrk rotttprrlcrlintt of 
the capital. Thc* Conittrillrr~ wcr.r, h o u ~ c ~ ~ r r ,  n.,.\rircd llrnt llrr I~rlrr?rnl 
Audit Dej~rtttretrl uwtrld trciuv hr itr.slvtri-lrd to c.Irrrlr i t / )  lhr Srrprr PrOJil 
Tax  cases also. T h e  Covrnlillre r1csir.e llrul srrilnblr it~st~.rtrdion.\ cslrtrtlitrg 
scope of Intcrtral Audit to srrclr m.rr.r rtr(r\. br i.\.curtl nrrtl Ilrr rnrcB.c ctlrcwrl~ 
completed rimy also be reviezrerl. 

Instructions have been iswed vide Uo;trd'~ Circular No. lOD of I!W 
and F. No. 83/40/69-I.T.(D), dated 18-$-ti6 and 134i-1Hifi (copits e n c l d )  
extending the scope of the Internal Audit to asscssnlcnts u~iclci  the Super 
Profits Tax Act, 1!)63 and the Companies (IJrofits) Surtax Act. 1964 and 
also a review of cases already completed. 

['l'his has her1 vetted by Audit vide Shri Cauri Shankar'r D.O. No. 
2862--Rev.A /2(Hl-GG, datcd 1 Nth August, 1966.]' 

[F. No. 6(29)66/'I'PL.] 



CEN'I'RAL BOARD OF DIRECT TAXES 

New Delhi, the lSlh March, 1966: 

CIRCULAR NO. 10-D (LXXIX-4) of 1966 

SI!IUE(: I..--ltrtcrrral aritli/ p a r l r c s - h ~ k g  of-Revised inslruclions re- 
garding- 

Reference is invited to Board's Circular S o .  5-D(LXX1X-2) of 1964, 
datcd the 14th February, 1964 wherein certain specific items were entrusted 
to l.'l'.Os cithcr full time or part-time for purposes of checking. During 
the coime of the last meeting of thc Public Accour?ts Committee, the Corn- 
mittce desired that the calculations made ~n the Super Profits Tax 
assessrnellts should also be checked by the Internal, Audit Parties. 'The 
Board liavc decided that the checking of the calculatio~~s of Super Profits 
Tax  as also of the Surtax Assessme~~ts should bc entrusted to the Income- 
tax Officers in addition to the six items mentior~ed in Board's circular 
referred to above. 

(Sd.) 31. >I. I'RASAD. 
Under Secrctnq. 

All Comruis~ioners of Income-tax. 
D.I. (I.1'.)/1).I.(lnv.)/D.I.(K.S.P.) wit11 4 spitre copies. 
Bulletin Branch with 2 spare copies. 
The C.A.C. wirh 20 spa1.c copies. 
Ail Officers a ~ ~ d  scctions in the 1.T. Wing. 

(Sd.) hl. 41. PRASAD. 
Under Secretar~. 

[S. No. 53, 1!241 of Appeadix: XI\' to the QCith Report. IW.Mi6.] 



The iniportance of expeditious compietio~i of conlpany assessments 
has already been emphasized in Board's letter F. No. 9/14/GlT(AI),  
dated the 20th November, 1963 wherein instructions have been issued to 
the effect that, normally, company assessnients should be completed before 
the dose of the assessment year itself, aud in n o  cave should such assess- 
ments be allowed to drag on beyond the Slst March of the following 
year. The suggestion to investigate into the cascs of abnormal delays in 
making assessments bas been tioted and necessiirs instructions have been 
issued to the authorities cowerrled vide board's Circular E'. Xo. 83/22/(36- 
I.T.(B) (copy enclosed). 

[This has been vetted by audit vide Shri R. K. N. Pillai's D.O. No. 
27 13-Rcv.A / 200-66, dated 5-8-(i6.1 

[F. NO. 8!3/22/6(i-I.'T.(B).] 

1;. No. 83/22 /66-I.T.(B) 

CENTRAL BOARD OF DIRECI' 'I'AXES 

Shri G. R. Hegde, 
Secretary, Ceutral B o a ~ d  ol Dircct 'l'axcs. 

All Cotnniissio~iers ol Inconic-tax. . 

SIR, 
I 

S U B J E ~ . - W r i t e  otf of lax dertrands 111 c a m  oi Com/wuies ullrcre assess- 
rnenls conrpleled after Ihc,~ itad gutre itrlo liquidalioti-Seed for 
r i 1 1 ~ 1 y  assessnle~tts atrd recoveries it; such ca.\es-l~rslructrorrs 
regarding- 

The  Public Accounts Cortlmittee in para 1 2 4 1  of their 46th 
have observed as under: 

"From the statement furnished to t l~rm.  the Coninlittee regret to note 
that there was inordinate delay in makiug assensmcntir, which ultimately 
resulted in writing off of the tax demands. In some cascs assessments 
were completed after the Chripanies had gone into liquidation. The Com- 
mittee emphasize the need for making timely asscasments and recoveries 
in cases of companies involvit~g large tax liabilities, as delay in such 
cam is fraught with risks o f  huge losses to Gavernmcnt. The  Committee 
?bo suggest  hat in future, caws of abnornirl deIa!s it1 making asaewrnents 



should alsd be investigated with a view of finding out the failure of the 
Departmental Officers." 

2. In  this connection, attention is invited to the last para of hard's 
letter F. No. 9/14/65IT(AI), dated the 20th November, 1.965 wherein 
emphasis has already been laid on the importance of expeditious com- 
pletion of company assessments. lns t rk ions  have k e n  iwued therein 
to the effect that, normally, company assessments should he completed 
before the close of the assessment year itself, and in no case should h- 
pany assessments be allowed to drag on beyond the Slst March of the 
following year. The  Board desire that the Commissioners should ensure 
that the above instructions are scrupulously followed by the I.T.Os to 
avoid any delay in completing asseben t s  leading to demands becoming 
irrecoverable. The  Board further desire that at the time of considering 
the proposal of write off of irrecoverable denland enquiries should be 
made to find out if the dela! was due to the negligence of the Officers. 
and take suitable action against. the O ~ C C ~ S  concerned. 

Yours faithfully. 
(Sd.) G. R. HEGDE, 

Srcrelary, Crntrol Ronrd of Direct Taxes. 

Copy to: - 
1. A11 Directors of Inspection. 

2. C.A.G. with 20 spare copies. 

3. All Officers and Rranches in the I.T. Icing. 

4. Bulletin Section. 

(Sd.) G. R. HEGDE, 
Sccrrtav, Ceufral Board 01 Direct Taxes. 

Recommendations 

(i) T h r  Cornmittre regret to note that the tax liability oJ Rs. 22.67 
lakhs crmtrd initially rtu{ oiftr cstirnntcd and that " r f  orvr-assessmmt 
nml orttr-lnpping ndrlitiot~s uvrc set right. the tax demand of 
Its. 22.139.d6i.4.; co~rltl be f ixed af  Rs. 7.54 Itrkhs". T h e  Commitfee em- 
phasitc rhr need for curbi~ig the tct~dencs on the part at o&ers to in&& 
the assrssmrrrts ns strc-h a trtrrlewr? uwrrld r r ~ u l f  in trndrrr hardship and 
harass~nrnt to Ihr assc.s.wr. 

( i i )  It is also surprising to the Comnrittqe that in  the present caw cvrn 
aftrt the net litahilits was fixed at Rs. 7.44 lakhs, the Special Committcn 
uthile analpsing the linbililv o f  thr awssce ugnin look rltc tax liability 
as Rs. 22 lnklts against thc assrts of NF. 15 InMs. L'ltirnalcly, however, 



the Special Cornmiltee came to the finding that if the awessee paid ta sum 
o f  Rs. 3 lakhs,, the settlement urorrld he fair and reasonable. Tke Com- 
mittee do not find ndequflte justifiration in scltling the tax liability of 
the assesser at Rs. 3 Iakhs whm the asses~cc had Property worth Rs. 13 
lakhs. In their opinion Gorrern ment should have realised Rs. 7.44 lakhs 
whirh r~ns ronsidered as rcnsonnble assessmenls. 

[S. No. 54. Paras 1.246 k 1.247 of Appendix XIV to the 
46th Report of the Public Acco~~nts Committcc. 1W.5-66.1 

(i) The ohservations made by the Committee have k e n  noted and 
necessary instructions have been issued u, the Comn~issioncrs of Income- 
tax. vidr Board's letter F. No. 8.8/24!66-IT@) dated 3 r d  June, 1966 
( cop  enclosed). 

(ii) The observations of the  Committee have been noted. 

[Vetted by Audit iidr Shri R. K. S.  Pillai's D.0 .  No. 4072-Rev. AI20A6-I1 
dated the 6th Nnv. 1966.1 

[F. NO. 85 !24 /66-IT(B).] 

Central Ronrd of Direct Taxes 

New Drlhi, the 23rd Ittnr, 19Cfi. 
FROM 

Shri Wasiq Ali Khan, 
S e c r c t ; ~ ~ .  Central Board of Direct Taxes. 

All C~mmissioners of Inrome-tax. 

Sir. 

In their 46th Report. the Public Accounrs Committee referred to r 
caw where a large amount was written off, as a a~ihstantial portion of the 
demand was due to over-auessment and overlapping additions, They have 
emphasized the need for curbing the tendency an  the part of &en to 
inflate the asscaamcnts as $itch as tendency wadcl result in trndw hardship 
and harassment to the asscssec. 



2. The  importance of making reahtic assessments which dpay stand 
the test of appeals and may facilitate the recovery of taxes asscwed 4 
hardly be emphasized. It ! h - ~ ~ l d ,  therefore, be impressed upon the OBicar 
not to make inflated assessments which may only result in paper demand 
and expose the Department to adverse criticism. 

Yours faithfully, 
(.%I.) WASIQ ALI KHAN, 

Spcrrtn rj Central Board of Direct Taxes. 
Cop) to : -- 

1. All tlle Directors of Inspection. 

2. C.A.C.. with 20 spare copies. 

3. A11 Officers and Branches d the I.T. Wing. 

(.%I.) WASIQ ALI KHAN, 
Srrrrtnry, Crntral Board o\ Dircct Taxes. 

Recommendations 1 

T h e  Cont nritlcr nrr str rprised hozv the Special Corn mil lce recommend- 
rd r/wt the nssrssre's offer ol Rs. 3 l a k h  shotild hc accepted. Act,wlly 
whctr /lrr C ; O I W ~ I I I ~ ~ I I /  irr.si.~trd ON t h ~  p n ~ m r n /  o f  Rs. 4 Iakhs, the assessee 
ncccptd to fmv tirr antotort. The  Conintittrr desire that the Spcial 
Conrnlittrc shorrld not hr rr~tiluly lihrrnl in rrrotnmrnding u d e  oif of 
tax r/fmtl?tri.s. 

[S. So. .i.i. 1';~ra 1 218 of ;\ppendix XIV to the 46th Report 
o f  the Pir hlic Accounts Committee. I%:i-66.] 

The observirtions of the Chma~ittec have been noted and necessary 
instructions haw beer1 issued to the Officers concerned. 

CThis has hcen \-etteci b\ a~tdit  rwfr Gauri Shanker's D.O. 
So.  PfiH!1--Rev. .4 '200-66. dated 1-8-66.] 

IF. No. 83,'26/6CFI.T.(B).] 

(i) T k r  Comrrtittcr jrcl roncrrnrd to riofr that the gross orrcars have 
ittrrcasrd (rotrr 270.45 crurez ns art 31-3-63 to Rs. 282.37 mores ar on 
j l . j . t i 4  tntt of which eflrclirw arrears arc staled to be Rs. 161.44 cnms.  
Whaf is twrr  art nntortnt 01 Hs. 38.9.; crows rclntcs to the Pcfibd @'m to 
$1-3-64. ottr of rdtidt Rornhns atrrl Il'rst R r q p l  charges account for Rs. 
IQ.2i ctarrr and Rs. 13.Hti rrorrs w s ~ m t i z d y  (about 75 IKf cent). 



(ii) The  Committee have repeatedly impressed that in the context 
of the present nationrrl emergency and economk development, it is impe- 
rative that the past arrears should be realised by intensifying the collec- 
tion effort and current collections should not be allouied to accumulate 
(of para 31 of 6th Report, Para 72 of 21st Report and Para 67 of 28th 
Report-Third LOR Sabha). Btrt thrre is no perceptible improvement in  
the position. The?, hope that rflorts will continue to hr made to liquidate 
the a h a r s .  

(iii) During the evidence the Committee toere informed that a fair 
portion of the arrears rrwuld h~ irreco7~rrahle on account of the demands 
being inpaled. It was stated that onlv coltrse to reduce the arrears was 
to expedite the writing off process. The  Committee hope that as a result 
of the instrrrctions issued recet~ tly oftrr ronsultation with the Comptroller 
and Auditor General, to write olf inflated deniands partially leaving a 
suficient marpn for recovery, tltr orrears wo~rld he suhstantinlh rrdwed. 
The  Committee desire that thr jtrocess sho~rld b~ kept under review. The  
Committee also rrcommend that a! the time oj agreeing to scale down 
the demand zvhich is accepted as inpaled f~rll payiticnt of the balance or 
security in lieu thewof sho~rld as far as possible he insisted upon. Then,  
the inflated portion of the drmand ns well as thr rorwct amotrnt of arrears 
rclolc'ld rlisappenr. They rvotrld uwtch t hr reslrlts throrrgh frrt~tre A d i t  
Reports. 

(iv) The  Committee fed that the root cans? of the inf i led demands 
i.e. over assessments by the ZTOs should he effcctiaelv dealt urith. They 
were informed rluriitg r z id~nre  that it had been impressed upon the 
oficers that ouer-assessmrnt ulns t.r~o,~e t han under-assessnwnt ; hut that 
the introduction of a sptrrn o f  e~~nlunting the work o f  indi~ridual officers 
on the basis of a record of o-t~rr-ns.~e.s.sments or under- assessment.^ was a very 
complicated queslion, which had to Or considered mttdr more carefully. 
The  Committer hope that somr more efiecti71e procrrlwe would be devised 
with a vieuf to ensuring that reasonable demands are raised by the l T O s  
and any tendenry tou*arcls over or ~rnrler-nssessments is rooted out. 

[S. No. 56, I'aras 1.257, 1.2% and 1.2.59 of Appendix XIV 
to the 46th Report.] 

The observations of the Committee have been noted. 

[This has been vetted by Audit vidr Shri Cauri Shankar's 0.0. No. 
2587-Rev. A/200-66 dated 23th July, 1966.1 



Consequent on the recommendations made by the Public Awounts. 
Committee, instructions have been issued vide Board's circular No. 83/24/ 
66-IT(B) dated. the 28rd June, 1966, emphasising the importance of making 
realistic assessments, which ma): stand the test of appeal and may facilitate 
the recovery of taxes assessed. I t  has also been impressed upon the officers 
that they should not make inflated assessments, which may only result in 
paper demand. 

Duriug the course of hearing of appeals the Appellate Assistant Com- 
missioners examine a large number of assessments made by the Income-tax 
Officers. They are in ii position to judge the Income-tax Officer's work 
from judicial angle. Instructions were issued, vide Directorate of Inspec- 
tion (Income-tax)'s letter No. M(.5)(B)!ti7/DIT j201, dated the 5th ~ e b :  
ruary, 1967, that for the purpose of assessing the quality of the assessment 
of all Income-tax Olliccrs' work, the Appellate Assistant Commissioner 
should maintain a Inconie-tax Officer-wise register of disposal of appeals. 
This register will show whether a particular Income-tax Officer is in the 
habit of making over-assessments or under-assessments. These enmes 
should be taken into consideration by the Appellate Assistant Gods 
sioners while writing the Confidential Reports of Income-tax 06cers. T h e  
reports of the Appellate Assistant Con~missioners will be taken into con- 
sideration by the Comn~issioner of Income-tax while evaluating the work 
of an Income-tax Oficer at the time of writing annual Confidential Report. 
Since the Confidential Reports are taken into consideration for the promo- 
tion of officers, they provide sufficient check against the tendency towards 
nlaking overlunder-assessments. In case the work of an Income-tax 
Officer is not up to the mark he is also pulled up by the Inspecting Assis 
tant Comnissioner and Conilnissioners of Income-tax. 

Some of the important measures taken to bring down the gross armn 
of Income-tax since 1966 are as under: - 

1. The Commissioners of Income-tax have been asked to form special 
Recovery units comprising of one inspector, one upper division clerk and 
one lower division clerk in multi-ward circles where there are more than 5 
Inco~ne-tax Officers. 'l'hese units are to take all possible steps for expedi- 
tious recovery of outstanding arrear m d  current den~ands in respect of 
all the Direct Taxes, do all the routine work, make enquiries wherever 
necessary, and take further follow-up action. 

2. The  Comniissio~iers of Income-tax have been asked to take the 
following steps in case of sniall denlands outstanding for more than 8 
years: - 

(a) if the amount of arrears is Rs. 23 and below it should be written 
off with the remark "ignored as obviously irrecoverable". 



@) in all cases of arrears of Rs. 500 aM1 k l o w  [excluding (a) above] 
the inspectors of Income-tax have been asked to enquire into 
the assets of the defaulters and chances of recovery. In case the 
ahears demand is irrecoverable the Income-tax Officer 
or Inspecting Assistant Commissioner may strarghtaway write 
off the demands without waiting for a formal certificate of irre- 
coverability from the Tax- Recovery Officer. 

3. In case of demand, part of which is irrecoverable, partial write- 
off of the irrecoverable demand is done. The Co~nmissioners of Income-tax 
have been asked to expedite the process of partial write off so that the over- 
all arrears are considerably reduced. 

4. A new system of fuilctio~ial distribution of work has bcen introduced 
in the ~ ) e ~ a & n e n t .  This system ellvisages the separation of collection 
and assessment work so that collectioi~ Incon~e-tax Officers can concentrate 
exclusively oil collectioii of tax. 

' 3. Recovery work is being taken over from State Goveriiments gradu- 
ally. It has bee11 taken over fully in M\sore and partially in Gujarat ;md 
Rajasthan charges. It is also being taken over from the State Government 
in West Dengal with effect from Slst August, 1963. Steps for taking over 
recovery work from State Government in Bombay are being processed. 

[Not vetted by Audit.] 

1.260. I n  reply to  n question, llrc zl!iltrrs.s staled that there was a 
p w i s i o t i  itr tllc It~cot~le-tax law 'to stuy recovery ol det~rat~ds pendrng an 
appeal before Appellate .4ssislairl Cotnmissioner but there was na such 
provision in  regard to the appeals petrditrp before High Courts or Suprztrie 
Court. T h e  uv'tness promised to  exatnine whether a siinilar provisiort 
should be made it1 the case o\ appeals with High Courts or Supreme Court. 
The  Co~nmittee would like to know the results o f  this examination. 

[S. No. 57, Para 1.260 of Apptrdix XI\,' to the 46th Report (IWj-(iti).] 

Section 220(6) of the Income-tax Act, INiI provides that wtiere an 
assessee has presented an appeal to the Appellate Assistant Chnmijuioner, 
the Income-tax Officer may, iri his rlisrreliorr, and subject to such condi- 
tions as he may think fit to impose in the circumstances of the case, ura t  
the asse.9see as not being in default i l l  respect of the amount of tax in 
dispute in appeal, even though the titlie for payment has expired, as 
long as such appeal remains undiapoaed of. Under this provision. the 
collection d the disputed mount d tax is stayed by the Income-tax 



Mccr in a c o n d r a b l e  number of cases till the disposal of the appeal by 
the Appellate Asristant Cmunlissioner. Although this provision is dis- 
cretionary, the courts have held that the discretion in the matter should 
be exercised by the Income-tax Officer in an objective and judicious 
manner. 

2. There is no similar provision for stay of the disputed amount of 
tax in cascs where further appeals or references are pursued by the  
asvcssees before the Appellate Tribunal, High Court or the Supreme 
Court. In fact section 2ti3 of the Income-tax Act, 1961 provides (follow- 
ing a sir~lilar provision in the Indian Income-tax Act, 1922) that notwith- 
standing ihilt a refere~bcc has been ~ m d c  to the High Court or to the 
Suprenle Coi~rt  or an appeal has becn preferred to the Supreme Court, 
tax sllall be payable in accorclancc with the asscsstuent made in the case. 
This provision does ~ ~ o t ,  Iwwever, prevent the Income-tax Ol6cer from 
granting time to assessees for paynerlt of tllc tax disputed in reference before 
the High Court or appeal to the Supreme Court where this is considered 
10 be justified. -1'his is clear fron~ section Z 5 ( l )  which provides that 
"~lotwithstitndirtg that ;I certificate has hren issued to the Tax Kecovery 
Ofiicer for the recovery o f  at:!. tax. the Inconie-tas <%cer may grant time 
for the  payaient of the tax, i111d thcre~~pon the Tax Recovery Officer shall 
sti~y the prorcedings until the expiry of the time so granted." In view of 
this position, no hardship arises to tax pa\ers by reason of the absence 
of a specific provision in the 111co11ie-tax'.kt on the lines of section ZO(6). 
for sta\ of recovery of the tax disputed in appeal before the higher 
appellate courts. namely. the Appellate Tribunal, High Court and the 
Suprerne Court. 

5. 111 this co~~~wct ion,  i t  111ny be mentio~led that the question as to 
whetlier there should lx il specitic provision in the Income-tax Act for 
stay of collectio~l o f  tlie tiks disputed in appeal before the higher appllate 
authorities like the ' l 'ribu~~al. High Court, etc.. on the lines of the provi- 
sion in the I922 Act for the stay of collection of the tax disputed in appeal 
before the Aplxllate Assistant <bnrnrissioner, or otherwise, was specifi- 
cally coi~sidered b) the Direct Taxes ad mini strati or^ Enquir\ Committee 
(Tyagi Coln~i~ittee). 'I'he rcleva~it observations of the Ch~~tn i t t ec  on this 
question are rcprtdtlccd Ixlow : 

"However. wc do not favc)ur iloy statulory provisivnb k i n g  ~u :~de  for 
tlie s t i i ~  of cdections as o b t a i ~ i i ~ ~ g  ill V.K. and U.S.A. 111 our 
opinion. the circikn~stanres prevailing in this countrv art- diffe- 
rent and the i~~ t r tduc t io~r  of such a systeni would only result it1 
putting a premiunr on defaults in paynetit of taxes. We are 
not in favour of the suggestion made i l l  this regard bp h e  
Inconw-tax IIII-estigation Cont~nission either. We feel that it 
would lead to the tiling of frivolous appeals merely with a v i m  to 
obtaining time for paynent of tax. Mormver. it would &so . 



result in a duplication of the work of appellate authorities 
inasmuch as a case will have to be heard by the appellate outho- 
rity twice-once for taking a decision on the request made for 
stay of collection and a second time for deciding the appeal on 
merits of the questions raised." 

[Paragraph 4.52, page 95.1 

4. In view of the position stated above, it is ~ io t  considered necessary 
to make a specific provision in the Income-tax Act, apart from the existing 
provision in section 225(1), for thc stay of recover? of taxes displ~ted in 
appeal before the appellate authorities after the stage of the Appellate 
Assistant Commissioner. 

[Duly vetted by Audit.] 
[r'. No. (i(28)/66-TPL.] 

Recommendations 

T h e  Cotntnittee feel corrcerned t o  find that !he  nutuber of penrlittg 
appeals irrcreasetl lrotn 74120 as o n  31st March, 1963 t o  84536 as orr 30th 
June, 1964 at10 1,16,9.56 as ori I s /  Seplentber, 19ti.3. T h i s  indicates that 
the positio~r Ira5 bee11 steadily delerioralitrg. T h e  oldest case relales lo  
1955-54. 111 their 21st atu1 28th ICeporls (3rd Lok Sabtra) !he Coni~ni t lee  
had obsen~ed tllut early anti adequute aclion slrould be taketr to bring 
d o w ~ r  the arrears with the Appellate .4ssistarrt Corntrrissioners so as trot lo  
exceed four tttottrh., uwl t load,  a., suggesletl 6 s  the Direct Taxes Adminis- 
tratiou E t rqu i r~  Conintitlee. Tl ie  Corritrritlce hope &ha& with the  proi)oseed 
iticreasc itr llre nun1 ber of .4ppellalr! Assislatrt Coin missioners, the n~rnrber 
01 appeals pending clis/mal would be reduced and special attentioti would 
be giueti t o  dispose of old outslatrdit~g appeals utliich haue beeta petading 
disposal sitrre 53-54, T h e  Conmi l t ee  also stcggest that the riuttrber of the 
Appellale Assistaut Commissiotrers should be increased t o  the  satrclio~tcd 
stretrgfh without an? further delay. 

[S. No. .%, para 1.2(i3 of Appendix XIV to 46th Report.j 

'I'lle obscrvatiot)~ of the Public Accoum Committee have been noted. 
instructions have kc11 isvucd to the X~lcorne-tax OUicels to makc balanced 
asycsments to bring dowli the rate of fresh institution of appeals. Further. 
keeping the norm of 4 months' workload with an Appellate Assistant Com- 
missioner in view, 40 additional posts of Appellate Assistant Commissioners 



have already been created. It is expected that with these measures the 
pendency of appeals will be considerably reduced. 

Vigorous steps are also being taken to dispose of old appeals. 

[Duly vetted by Audit.] 

[ U / O  F. No. :iO,i3l /63-ITJ. Dated the 15th Jul!. 19fi6.1 

Rerommendation 

( i )  The  Cotnnlittrr regret that the prrrrntagc of disposals o f  assess- 
mrnts hnd brrn progrrssi7~el? drrlining from 1939-60. T h e  percentage 
lrns d~rlinrrl (rom 69.6 in 1939-60 to .31.7 in 1965-64. The  pending 
nssrssmpnts Imlr itirrenserl ( m m  5.08.777 at thr rnd o f  19.39-60 to 1 !?,26.4063 
at thr rnd of 1963-64. 

(ii) They t rrrst that t hr proposed addition o f  300 Znrome-tax O m c r s  
and int rodtrrtiotl o( nirchanisa tion the position il'ill iinprmle the Committee 
hope /hat ihr Board zclill rat-ef~rlly r,\antitie unriotis aspects while planning 
t lrr nssrssing rnarhitrrry , so that t h P j m t  arrra rs nrrd increasing f lcttire assess- 
mrnts nrp tnckled r[frrti7~rIy. In thir ronnrction thr dlinistn~ shtruld 
also rsnminr thr /bnsibi/i/!' o/  Ia~irrg dou~n targets to coniplctc the 
arrears of assrs.smtvt!s. The  Committee woitlrl likr to u~atclr the progress 
made hy thr D ~ p n r t ~ ~ r ~ n t  01 R P I ~ ~ I ~ I P  in this tlirectioti throrrgh ftrttcte 
.411riit l<r/)orts. 

(S. No. 39. Para 1.269 of Appendix XIC' to the 46th Report.] 

[The ohserwtions of the Committee have been noted.] 

T h e  Conrmittrr are trot satisfirti aho~it fhc progress o f  dispose1 of 
super profits Ins assrssmorls. Thcv drsirr that vigorotrs rflorts rhorrld 
be ~,intfr to r s p d i t c  thr finnl assrssn~rntc. ..it thr same titnr. trtmart care 
shorrlri hc lakcn it, dmling will1 thrsr rotn pliralrd rnsrs inrtohing large 
amotctrls of Ins. 

IS. No. C i ,  Para 1.274 of Appendix Sn' to the 46th Report.] 



Further 767 and 441 Super Profits tax assessments have been completed 
in 19Crl-65 and 196546 leaving a pendency of 1128 cases as on 31-9-I!%. 
Instructions have also been issued t o  the Commissioners o f  Inconletax 
virle Board's lcttcr No. 8.5; l(iJ(i6-I.T.(R) dated the 2nd Jutre, 1066 (copy 
enclosed) to accelerate the pace of disposal o f  pending assessments. 

[This hag Iwen vcttcd by .4udit vide Shri R. K. Pillai's D.O. 
No. 2:W-Rev. A j200-6(i, datcd 4-7-M.] 

IF. No. 8.51 l(i/66-I.T.(R).] 

i X S T R A I .  BO.4RD OF DIRECT TAXES 

From 
Shri M. M. I'rasad. 
Under Secretary. 

To 

Sir, 
SIYIJIJECI-. -Ptrhlic .4rcorrnr Cotnmittrr-Forls-.cixth Rrporf of thr 

Commi~trr--I?rr.on~r~i~nrlntioris nmlr in para 1.274 of fhr 
r ~ p r l  --.-Dispo.mI of S. P. 7'. ,4ssrtrrnr11 ls- 

I am directed t o  sat that i n  its 4tith Rcport the Public Accounts Com- 
mittec has ~natlc the following ~ - c ~ o ~ ~ ~ m e ~ l t l i i ~ i o ~ l \  ~cg;irditrg the prcwcss 
of di \psal  nf \ t ~ p r r  Prolir\ T a s  ; ~ s w ~ a n c ~ l t ~ : - -  

"The <:on~rnit tcr arc1 not sat islied ; I ~ I I I  t lrc progr.css of disposal of 
Super Profit Tax ;rwssrncrlt.c. 'I'hcy desire that vigorous efforts 
shor~ld hc made to expedite the final assessments. At the same 
time utxnost care sho111d In. taken in clcaling with thew compli. 
c a t 4  caws involving large ; I ~ I ~ N I I I I \  of tax." 

2. According to the progrc.ss stilIClllcllt of Supcr Profits T a x  assess- 
ment work received from the D.I. (RSP). oniy 44 1 cases have heen disposed 
rd during thc year 1!Ui:i-fifi out of t l ~ c  total nunttwr of 1.569 c a m  for dis- 
p i .  T h e  & ) a d  h i r e  thirc imn~cdiatc s t e p  should be taken to accelc- 
raw the pace d diapcm;tls kerpirtg ill vicw the a b u c  rccommcndationa of 
the Public A m n t s  Ctnnmirtcc. 

[Chp to n.1. (R.S.P.). New nelhi.] Yourn faithfully. 
M. M. PRASAD. 

Under Secretary. 



The Committee feel concerned m r  the delay in disposal of applico- ' 
lions for refund. 862 applications for refund involving a refund of about 
Rs. 6,57,00 are ot~lstanding for more than a year. The Committee desire 
thnt necessary steps should he taken lo expdile disposal of applications 
for reptnds. The Ministry mav also consider if it is necessary to simplify 
the procedure in this regard. 

[S. No. 61, Para 1.280 of Appendix XIV to the 46th Report. 1965-66.3 

The  Central Board of Direct Taxes have been iswing executive orden 
from time to time impressing upon the officers concerned to expedite the 
dispsid of refund claims. Last year, the Cmmmissioners were asked t o  
nbsewc a 'Refund Week' devoted exclusively to the clearance of refund 
caws. Wide publicity was given to the otncnpance of the refund week 
in the local papers. Thc Income-tax Practitioners were encouraged to bring 
to the noticc of the Department refund matters pending for a long period. 

A similar 'Rcfund U'rek' is going to I K  observed in the current year. 

[Dill! vetted by Audit vidr D.0 .  No. 3263-Rev. .4/2(W)-N, dated the 20th 
September, 1966.1 

[F. No. 36,8r66-IT(AI) dated the 20th Sept., 1M.I  

Recommendation 

Thr Comnairtce arr nlnrmetl at thr amount o f  concrald income 
( R  I;. 1 0 0  rrorrs) disrloscrf as n rr.strlt o f  n hotrt 600 raids and srarchcs cumicd 
out by the Dcpirlntetrl. The largrsf amount inr!olzlcd in a rirrgic case uus 
Hs. I rrorrs. Tlrc Cr~tt~ncittrr frcl thnt the csi.ttrttre of  large scalr ronrrnlrd 
inmtnc indicates rha! ~ h r  Incomr-Ins nrpflrtmrrrt has not brcn frrlly 
eflrrtirv in asscssittg tlrr income rorrertl! and prnvotinp rhrir ronccalmmt. 
The  Comniittw mggcst rltat immriliatt s t rp  .shorrld br taken by the 
(;o~~rmnrrnt to dn1t.w mcntt.r lo prntrnt such mnrralrncnt and masiow 
OT rnxc.s. 

Thr Cotnmitfre nrc glad to tiotr thnt ,\finistry is looking into 
Ihr qt~rstiott o f  introducing organi.w~ronn1 and lrgtil changes in ccznruldltion 
with experts to rnakc ptosrrrttiotrs more cflcrtrr*r and that o@cms h a w  
rlso k e n  srnt lo the I:.S.A. lor tminitrg in this @rticuln 
asprl. Thr Comwittrc hope rhrt rite mntter uwuld bc kepf under carrrhrnl 
~ c . I ' ~ c I I ' .  

(S. No. 62, Paras 1.28,; and 1.286 of Appcmlix XIW to the 46th Rrpan 
I!wxi3.] 



a The .okrvations of .the Committee have been noted. Government 
is taking a11 possible steps to prevent concealment and evasion of taxer. 

T h e  obsirvations of the Committee haw been noted. T h e  matter is 
kept under constant review. 

[F. NO. 15/2.39/66-I.T.(INV.)] 
[F. NO. 58/61 /G6-I.T.(INV,)] 

Recommendation 

Thr Committee strorrgl,~ deprrtntc the trnrlrncy as has bren quite 
evident in the presetit rase to contit~rrr to act on old a@eements/contracts 
which had expired u~itliout entering i~rto tarw ones resulting in  a loss of 
public revenues. Thcp desire tlmt /he Alitristry of Finance shortld isstre 
suitable instructions on the srtlrjrrt so that this trndency is totolly crrrbed. 

[S. No. 56. Para 2.72 of Appendix XIV to the 46th Report.] 

As desired by the Committee. suitable instructions have been iswed 
vide copy enclosed of this hiinistry's O.M. No. F. 12(9>E (Cmrd)lM. dated 
the 14th April. 1967. 

[ U . 0 .  NO. F. 12(9)-E (Coord)/GEi, dt. 26-5-67.] 

GC)VERNMEST OF INDIA 

MINISTRY OF FINANCE 

(Department of Expndi tur t )  
Ncu* Drllri. dated April 14. lM7. 

OFFICE MEMORANDUM 
SCRJEC~ : -46th Rrport o f  tlrr P.A.C. (3rd L.nk Snbhn) Rcrommenda- 

rinn No. 76.---Proprr rsrr~rlron o/ conlracf docrments. 

Thc Public Amounts Committee, while commenting on a case in 
which an Administrative authority had continued to act on an old con- 
tract which had already cxpircd without cntcrinp: into new ones resulting 
)I) amw avoidaMe 1- of revenuer. haw abccrvcd in Pan  2.72 of their 
46th Report (3rd I&k Sahha) an follows: -- 

"The Gnnmirtcc umdv d t p m r e  the tendency as has been quite 
evident in the present case to continuc to  act on old agreements/ 



contracts which had expired without entering into new ones 
resulting in a  lo^ of public revenues. They desire that the 
Ministry of Finance should issue suitable instructions on  the ' 

subject so that this tendency is totally curbed". 

2. Attention in this connection is invited to the existing instructions 
on the subject contained in Rules If to 14 of G.F.Rs. 1963 and the vaiious 
Government of India decisions thereunder. Normally no work of.any 
kind should be cornrnenced without the execution of proper contract 
docutncnts. It is an obvious requirement that where the tenure oE con- 
tract/agrermcnt has expired and the work has to k continued, timely 
action is taken for renewing the contract/agrceme~~t for the further period 
required, after a suitable review of thc provisions of the old agreements 
to scc whcrher any tnrdificatio~ls are needed. 

:1. The >finistry o f  Commerce etc. are requested kindly to note the 
ot~wrvations of the Ytrhlic Accounts Cornmittee and issue suitable insuuc- 
tions to all conccrncd to avoid the occurence of such situations as have 
b e c ~ ~  rcfe~~et l  to b \  i t ~ c  Public Ac~ounts Committee. 

(Sd.) K. SANKARAN. 

Drprcty Secretary lo the Cant. of ~ttdln.  

Copy f o ~  war detl [or infornlatio~l to : - 
( i )  .-\I! Expr~di t~ . i rc  Iliviions. 

( i i )  E. IId.4 Hra~~ch.  

(iii) Dcp;rrtmcnt of P a ~ - t i a ~ ~ ~ e t ~ t a r \  Affairs. 

{iv) Lmk Sabha .+u.etrrri;l~ (ID.:\.C. Branch). 

($1) Xiinistn of t-lome ;Iflairs (;I. (:. l i  k t i o ~ ~ ) .  
with reference to their 0.31. So. 3 I I'f.3;-AC I! date 18-3-67. 

(v i )  A.(;.(:.R., Xcw Dclhi. 
9 

K. S.SNR..QR.QN, 

& p ~ t y  Serrctnry to tlrc Govt. of India. 



T h e  Committee take a strong exception to the dilution o# the autho- 
rity of Parliawient by e.uecufive fiat and or to the non-carrying of  the 
irrter,tions o\ Parliantetrt as per the letter and spirit of law. T h e  Corn- 
mittec desire that the dcts passed by the Parliament should be implemen- 
ted jully in letter a ~ d  spirit. i f  h ~ z ~ ~ e v e r ,  sonte dificulties arise i n  imple- 
menting at1 Act, the Esecutiuc should approach the Parliament promptly 
with suitable anrctrdnro~ls to the slalules. ,The Cotnrniltee also desire 
that the Aiirristry of Fitrattce should issue suitable instructions in this 
regard. 

[S. No. $2, Para 3.6 of Appendix XIV to 46th Report.] 

Rcplics to paras 3.233 io 3.260 of ihc 44th Report also cover para 
3.6 (S. No. 82 of Appendix S I V  of the Kcport )  of the 46th Report. 

(Please See Page--.) 

.4trothcr dis-qt~ictitrg fmt ttrr poitr t d  ou t by the Corn rttit tee in pa rm 
3.173 to 3.175 o/ their ~~~~~~Forcrtlr Hclwrl is regarding lack of ~ori\orttrily 
in admitri.ttratiott o f  /as 1auq.s. IXflrretrt oflrr.cr.$ .somelim~cs girw difltrevrt 
itrrcrprctatiotrs of t h  law 11.11lr rhe rrwlt that citiztrrs may be taxed 
difleretrtl~ uttder t h  sntnc .%trrtrrtr. 7'hr.u oln~iouslp arnt~unts to esectttive 
t l . r rc . t t~ t~a to t~ .  The  Contrtrittcr mtrttot orrcr rmphasUe the basic need of 
ensuring that rorrler thc. samr statute and tit the sarrrc titne, pcolrlc arc ?rot 
charged dif\errtlt rntea of tax due to di / /er~trt  adtnitiistmtizre interpretations 
or other failtrro. 

[S. So. 83. P a u  3.7 of Appendix S I V  to 4tith Kcpor t . ]  

T h e  Conrrnif/re arc. rrtrprisrd how the Itlr.ortre-tux Oficer lrealed 
r~~clrctl gold rts ieutcllery awl ullouvd tlrc c.uet~iption from capif41 gains 
tax. It was a case of trcgligctm as c;a/dal gain though caauel, was taxable. 
T h e  Cottttttittce fccl that gcncral instructiotu should be issued by tire 
Board ./or the guidance of Irrtonrr-tax Ofircrs, lo prevent rrcuwencc of 
such r a m .  

[Pam 1.105 of Apprzdix XJV to 4Gth Report 1963-G6.j 



As desired by the Gommittee, necessar)r instructions have been hued. 
to all the Commissioners of Income-tax that the observations made bp 
the Committee should be brought to the notice of the various assessing 
officers in their charges and they should be advised to take special care to 
see that such irregularities are avoided in future. A copy of the raid 
instructions has been sent to the Committee under reply to para 1.24 OE 
the Report. 

[Duly vetted b y  Audit vide D.O. No. 3352-Rev. A/200/66, dated the 23rd 
September. 1966.1 

[F. So. Yti /  lS/64-IT(A1) Dated 28-9-66.) 

$1 INISTRY OF I'RAXSPORT AXD SHIPPING 

Rccommenda t ions 

The Co~rirnit~er consider it very tcnfortttnatc that a serious mistake 
cropi~ed while drrr\litlg the Dclhi .\lalor I'rhicles Taxation Act, 1962. 
It'hal 1,s M N ~  scriorrs uws lhnt offirers cot~rerrrecl, ulhile giving eflcct to the 
l~rouisiorcs of .4cl as fmsscd 6s Parlianrctit, failed lo implemetrt the prari- 
.siorr.r rcgarditrg lnly of lax at the rate o f  Rr. 10.tor every tonne or part 
thercoj on ull rvhiclcs u4ilir a ludcri u*e~giit exceeding 10 lonnes. The 
(d'om~triltcc takc a serious rrolr of the acliutr o f  the oficcrs which war not 
it1 c.ot~/orttrr~,y i~.itli the #rror~isiom o/ thc Act as possrd by the Parliament. 

?'hc Cowrnrittcc uvrr girvn to undrntatid thal an enquiry had been 
orrtcrcrl itr lire ccw. The  Cotn mittee trt~dcrsrn~rd from t he Dclhi Adminis- 
Iratiotr tlral as a r r d t  o f  lirr ctrquiq rnadc inlo this, action is being taken 
ogairi~t thr irjfircrs roncrrtwii who hailc bccn found negligent in pcrfoJm- 
t i  01 r t t . .  7'hr Comnrittcc drsire that -4cts of Parliament once 
/ m w d  rnrrst hr itnplrrriottcd hr cxrrulirv without any change or modifi- 
mtintr by tlie~n.\rhvs. If thc? Frrd oliv tnistakc or 'absurd* siltralion arising 
/ r i m  implcmcrrtation, the\' rnrrst c-otur lo Purliartictrl for necessary cowec- 
tiori. Thr  i-on~mittrr alw~ h o p  that tilc officers cotccrnicd with the d r a f h g  
ol varioir~ bills haritrg fitiancial irnplimlion zc*ould give utmost care in 
ctnbodyirrg fire itrlerilioris oi Got*crtirncrtl thcreirc before bringing them 
lo Pt~rliatnoit. 

0 [S. No. 63, Para 2.7 of Appendix XIV to 4616th Report.] 

7 ' 1 ~  abscnations of the Comnrittcc in para 1 above have been 
for future guidance. 



The  remarks of the Conmiette weredbrought to the notice ot the 
officers concern4 and their e~planations obtained. After studying the 
replies submitted 6) them, a written warning war'iiucd to bath. the ofticers 
and suitibie entries made ill their character rolls. 

[Not vetted Audit] 

Rc~ommendnt ion 

Thc  Corli~nittce are not 11;1pp\ over an Automobile Association txer- , 

cising the powers of a Motor Licensing officcr lor ~ I A C  years 1962-6.5 and 
I!Wi3-64 w'ithout any ~rotificatio~l I>y the Chief Commissioner erllpowering 
it to do so as required uider the Act. 'I'l~e tax collected by the Association 
aniouoted to al>out Rs. . # . ) t i  lakhs a i d  Rs. 5.79 litkhs during 1!)62-65 and 
1963-64 respectivcl\. Notifiratiot~ authorisisg the association to collect 
the tax \\*a> isrircd by the Chief <:o~~imissionc,.r onl) on the 26th February. 
I .  Even no &is oI)tai~iecI from the .Aswc.iatiori till Miuch- 
.\pril I!Mi.i (accorcii~ig to .-\uclit. the serurit! ;1ct11;111\ olltained from the 
Associatiot~ was 'I'cn \'ear 1)cfeiic.c Deposit Certificates X. Rs. 22.00 ,  cash. 
Rs. 3,000 aud Batik (;u;~rimtce. which w s  under consideration of Ministry 
Rs. 12,0(Y)). l ' l ~  Co~~rtiiittcc ilte s~~rpriscxl to l i d  that the liti;lncial 
interest of Gover~l~ner~t was I I O ~  saf~g~itrdccl duritrg this period. 

'I-he <:trnlrnittee are not convii~ted of the re;~sons for thc delay in 
drafting the agreement ,wit 11 the :Iuron~ahilc Asxxi;ition. In all cases 
where the fin;r~.rc.iid intere*ts td <;o\ crnmet~t are involvcd in transactions 
with prikatc lxdic*,  aglcenlrclrt itnurib shot~ld be hnidiwi in advance. The 
Colnmittec h o p  that i n  futrric w c h  Cii*cS will not occur. 

[S. No. 6.1. Para 2.13 of i \ y ~ ~ ! ~ d i x  XI\ '  to 4ti1h Rcpm.] 
1%. N I L  t i 4 .  Para 2.1 S ol Appadix  XI\' to 46th Report.] 

[S. No. 63, para 2.18 of Appendix XIV ta It5rh Report] 



The  necessar) wcurities have heen obtained from the Cashiers in the. 
form of fidelity bonds, amounting to Rs. .3,0() from the Head Cashier a d  
Rs. 2 . 0  from the Cashiers. The question of sllitahly compensating tk 
Cashiers for paying the Tee to secure the coverage of rick by the companih 
is under consideration of the Dclhi Admn. The  Mminiaration has already 
mooted a proposal to sanction special pay to the Cacihiers or in lieu 
thereof to pay the fee for fidelity tmnds o that the Cashiers arP not 
rq r~ i red  to incur undue expenditure. 

[Not vetted by Audit.] 

Rccommendat ion 

[S. So. 66. para 2.22 of .Appendix XI\' to 46th Report.] 

A system of intrri\;d ..\udit has hcrn inrrrxtuced. 

[Not vetted by Audit.] 

IS. S o .  6ti. 1'wa 2.23 o f  .\pywndis XI\' to 46th Rcprt .1 

Thc Drlhi .%cl~niaistr;~~ion have ~ t a r n t  that i t  is impracticable for one 
C;atctted offirel to carr\.aut cent-per-cent authentication of individual 
entries but l'pper Division Clerks tarn out cent-perccnt authentication 
and at the cnd of cwh dav's tnnzartion a c-enificate is recorded bv thc 
ctet-ks cnnmned to the effcct that ~r~thenrirarion ha$ been carried out an 
individual cntrv h:&. Thcrcaftcr a S.4S Acmuntmt carries out review 
of 25% d a11 thc daily cntrin. Then the Acc01mr5 O&er also checks a 
certain percentage, norinally 10"; of the atmvc entries. 

p o t  vetted by Audit.] 



(iii) The Committee desired that the stafl should be adequately 
augmenled as necessarv to rope with the work as the non-obseruance of 
the rulrs in this behalf is likcly to result in defalcations, losses etc. 

[S. No. 66 para 2.24 of Appendix XIV to 46th Report.] 

38 additional posts (including 12 for Accounts Cell) have already 
been sanctioned on $0- 12- 1966. 

[Not vetted by Audit.] 

Recummendat ion 

Thr  Cornmittre frrl roncerned to note that a test chrck of onr month's 
accortnl shouwi 23 raws o f  shortages o f  rash and I S  casrs of cash in excess. 
This poitlts to thr nrrd o f  hnuing dnilv rrronciliation, as prrscribrd undrr 
the rulrs, brtuwn thr total amotrtrts for ulhich thr tax raketr, permits, 
elc. had hcm issurd and tlrr tolnl ~tnoutat collrrtcd in rash by the cheques 
and by drposits anto Trrrrru? rfr.  T h y  rlrtirr that adeqilatr staff ~hould 
be provided for doing this rrconriliation work. 

IS. N O  67. para 2.28 of Appendix XIV to 46th Report.) 

T h e  question of further augmentation of staff in the Directorate of 
Transpart, Delhi, is under active consideration, 

[Nat vetted by Audit.] 

C 

Rcconuncndat ion 

T h e  Committer regret to nofc thnt i i m t  i s  no eflectt've machinsrp in 
Drlhi to a,wu tkr dotnard of lax otr motor vthiclcs and lo watch ils 
recmmirs. Thc Cornmittre desire that the ryslems follauwd in dher  
.Stales, r~priolly in Bombay City and Co/lrutm City should be str~nicd with , 
a view to drrlising at1 efferti~~r marhinrry in Dclhi with out adding much 
to rhc cot1 o f  mllrction. 

[S. No. 68, Para 2.34 of Appendix XIV to 46th Report.] 



The  working of the Ilirmtorate of T r a n s ~ r t ,  Drlhi, war reviewed by 
the Officer on Special Duty (Accounts) in @he Delhi Administration; wall 
a view to ovcrhaulitig and streamlining the accounting procedure. He 
s u g g c s t ~  a revised proccdurc in this behalf. This is under consideration 
and is likelv to hc f i t ~ i ~ l i d  won. Steps have also been taken to study the 
;tccounting prtlccdirrc followed in tbc motor tax collection offices in' the 
c itic\ o f  Hornha\ and CMcutta. 

. , [Sot vetted by Audit.1 

Recon~mendat ion 

:\ s ~ ~ t e m  of intcrrtal check 113% s i ~ i ~ t  lwen introduced by the Delhi 
Acl~rtir~istr;~tiori. 

[Sot vetted by Audit.) 

\IISIS"I'K\' OF HOME .IFFAIRS 



' ,The circua~utancm leading to the &lay in mewing the agreement 
have been investigated and in the light of the investigation, acti9n is being 
taken with a view to fixing responsibility. 

[Not vetted by Audit.] 
[D.O. No. 2n/l / a -ACT1 dated 25-867.1 

T h p  Committrr mnaot nppromv of this ad-hor tnrlhod o f  n prhmlr 
cottrpan~ zmrking Gmlert~rnrnt Ijrnperlira rr~itl~ntrt anv rdid  agreement 
h t  ?newly on nr~rttral rrnrlrrs/nnding as in the opinion o f  the Commillce 
srtrh n prrxedurr is ?tot only irrcgrrlnr hilt nlso frntight t d h  risks and 
shortld nluw?.c he nrwidd. 

IS. No. 71. Para No. 2.51 of Appcndix XI\' to 46th Report.] 

The Committee's ohwniations haw i w n  noted for future guidance. 
[Xot vcttcd by Audit.'] 

[D.O. so. 20/ l /GG-ACII dated 23.847.j 

Thr Cotrrmittcr rrgrrt to notr thot thr Auam rates of roydts which 
u w r  /ollou~ed hy the SEFA Adnrinistrnlinr~ upto 30th September, 19.56, 
uvrc given up wilhotrt an? rmson w.c.I. I S /  Oclohrr. 19.5G. Furlhcr, the 
profitnhility of thr ront/mny and mtrrequrt~tls its cnporitr lo pay Ihc rtt- 
harrccd ratrs war nht irnwsligntrd nl thr fimr udrrn Ihr royalty rntrs 
required m!ision u*.c.f. 1 . ~ 1  Ortobrr, I ! I : i f  and u*hrrr this uws inrwtigalcd 
in A U ~ U S I ,  IIHiO by lhc Charlcrrrl Accotrnt~t~ts it utaJ found thot the plea 
o/ the company thnr the! were rrrrahl~ to pap crrharrcrd ratr o/ royally due 
lo rhc fact lhnt they u w c  incurring loss rrvn on Ihc old rate of royalty, 
was (ound lo he inrorrrrt. I t  i s  all lhr more surprising lkat when the 
Administmlion it~rreased thr rate o f  rovalty lrom J I $  annas to Rc. 1 w.e.1. 
1st Ostohqr, 1959, lhcv uwnr nniv bv lltc figures a*hich the company had 
given regarding extra c x ~ n t t i l w e  incrrrrrd by them, and the Adminislra- 
lion arreptcd thwc figures t~dhotrt awp verification. The  Conmiltee can. 
not Ihcrcforc, vieu* u 4 h  rquanirnity the various 1ap.w on the par1 of Ikr! 
A~dminjalrclion vii., (1) failure lo fnlluu* lire Assam rntes fronr 1st  Qcloher 



1956 (i i)  non-examination of the profitability of the mm@q ' s n d b t  
taking aclion whet1 it was itavestigaled by the Chartered Accounlantr tW . 
tire Company wns irr a position to  pay mhanced royalty ( i i i)  a c c c ~ e  
of the figures of extra expenditure furnished by the Comfmny wi thw 
any verification a d  (iv) non-checking of balance-sheet of the cornpiny 
wilh their income-lax return. 

[S. No. 72, Para 2.55 of Appendix XIV to 46th Report,] 

'I'he circumstancc.a in which the Assam rates of royalty w7ere not £01- 
lowccl l ' r o ~ ~ ~  1st Octolxr 1956, the profitability of the company and the 
r c p ~ r t  of the <:harterc.d Accountants with regard to the capacity of the 
rimpa:i\ to pa\ e11hi111ced royalty wcrc not taken into account, the corn- 
pa~ly's figures oS extra expenditure were accepted, and the balance sheet 
of the company was liot checked with their income tax return. have all 
hccn covrred 1)) the investigation rcferrecl to against S. No. 70 and 
ncccssar\ Surthc~. action is being taken. 

[Sot vetted by Audit.] 

1U.O. So. 101 I /M-.K.II dated 23-8W.J 

'I'lrr. C;otrrrrrittre trrc rttrablc to npPrrciatr the acrion o! lhe XEFA 
.-ltl~rrrt~rslra!iurr trborrl tilt= fiscit~oti ol royally front time lo tirrrc. There 
15 rrci~lrrr logic nor. tott.$r\lrtrr~ itr Ilw zrnv tltr royl ty  lras b e m  fixed. 
Tht! royr i l~  rcrlt9 ; M I  li s. I -ti41 /,rr c..l!. fn~trr 1st October 1W to 3Qth 
Scf)lrrrrbrr I!Mil ir*itl~ tr proizisiorr ol ntaivcr of ti anrtas per c . f t .  for lack of 
r o d  brct crgattr / t t r r r r  I.rt Ortobrr I%il to YOtlr Septctitber I(WiS, the royalty 
:cans Re .  I .  ulhilr !rot11 I\t  October I!W t o  30th September, I=, the ralc 
lras ngait~ brrtr fisrrl R I  Hr. I 4 4  irrrspcrliuc of abwrre of roud. AIlho@ 
i t  trws sr~tctt irr ~~*l 'derwe that thc rate uwuld i n r r ~ m e  b~ ti O N W ~ S  per cft.' 
(I.+ .WEV& us road,wa$ p r ~ ~ w l r t ~ .  this i ~ f w a . s r  has taken place bccausc o/ 
itrrrrwc in u l r  prtrcertis, thotrgh the rrmd is  ttot Trt there. 

[S. So. 73, t'wa 2.57 o f  . \ppndix S I V  tcr ltith Report.) 



to Rs 4-64) because by that time the N.X.P.A. Administration had entered 
. ht~ another contract with the  Ndgte Timber Company Ltd. at a rate of 
royqlty of Re. 2 per t , f t  for an area which was only 11 miles from the 
newest rail head, .as zgainsc 25 miles in the case oE the Assam. Saw Mills 
&*Timber Conqxtny and it was felt by the Adnlinistration that a reduction 
oE 10 atmas per c.ft. was reawaable in the case d the latter in view of the 
higher cost of transportatio~r due to the al)se~lcc o f  at1 dl-weather road link 
and the longer distance froni the rdil hcad. It was in these circua~stances 
that the rate of Rs. I-ti-0 was f~xeci from I-10-l!W. 

[Not vetted by Audit.] 

[S. No. 74, Pal-a No. 2.64 of Aplxntlix XI\' to 46th Report.] 

lNat vcttcd by Audit.] 



(i) The  Comtniltee regret lo note that while i n  fixing the royalty rela, 
the Admitrislratio~i wholly depended on the figures supplied by  the corn 
panp atd claims made by them udlroul any complete or proper verifia- 
lions; they totally ignored the fitrilitigs of the Chartered Accountant spC- 
ciallv appoirrled by them lo look into the a[fair.r of the company., 

(ii) What i~ ,Itore ohjdionablc, i.s the fact that in rejecting the 
firrr1i1ig.s of the Chartered Accotinlant, the Arlrninislralio~~ took up -the 
argu rt~errt  ha^ !he csaminofio~r utas not complete and Government of 
Iriclia jtt.stificrl thal action lo ,4urlit I)? critirisirrg the finding of the 
..Ii~cnuirln~rt, whereas fhc Acr-onnt~nt u m  prnre~rted from examining the 
co111p1rrc rer-ords, being asker1 not to go to ~Yatnsai. 

[S. 50. ;.-I. Pal;& h o b .  2.W. Z.ci!l . I I ~  2.50 of Appwdix X1\* 
to 46th Report.] 

j11.0. No. 20 I W.4C.11 dated 23-8-67.] 

[s. No. 77, A p p d i s  XI\' Para No. 2.74 tJ the 46th  Repurt.] ' 



It has been decided to invite ope11 tctiders with h view to entering 
Into it fresh agreement after the present aglretnertt expires, Action in thb 
regard has heen initiated ;md the C:ommiitee's observations will k duly 
taken into uccouilt. wlrile fixing the rate of royalty and in makiug provi- 
sion i n  the ageeluent for pericdical wvision of the rates. 

A. I). PANDE, 
Joitrl Secretary lo llte Govelr~rrrotl of Irrdia. 



their R.Cs., by lending their aignatum on false declarations ta &cbw 
that they had purchased some g d s  from nome dealers without having 
actually purchased them. In order to nwer such false declaratians of 
.so called purchases, thew dealerr entered fictitiour purchases in their boob 
hut had to similarly show sales (which of course were also fictitinus) of 
these g r d s  to wme other dealers of the same tvpe. In this way a chain 
of fictitious tranuactions got recorded in the tmoks of wveral dcalerp. 

The hogus dealers were, however. not "nominee" of  any one in the 
sense of having k e n  put up nr spon.wred b v  anyone; hut were some 
nnscrupulo~~s applicants who took advantage of the hravv rulih of regis 

' tratior~ ;1t1t1 initial inadequav of the staff to cope with i t ,  in getting them- 
sclvcs rCRistcrrd. Keeping il l  view the ohwrvations of the Public Xcmunts 
Committcr c~scs  of all dealers i l l  which dues are to be written off arc, 
Itowever. i3g;lin being examined. , 



the year. In addition to this. surprise i~~spcctiona are alm carrlcd out 
by the Deparunent at the buuinesq premises of variwr registered dealers 
who are reported to hc engaged in tax evading activitie~. Seasonal survey 
of important business localities is also taker1 up during important festival$, 
auch as 'Diwali', 'Dussetlra'. ctc. ' 1 7 ~  numtw of surveys conducted dur- 
ing the years 1965-titi and I!Mi(i-ti7 is its under: - / 

. Ycar Surveys conducted by Super checking 
the Inspectorate Staff by Officers 

In i1clditi011 t o  thc rw~tiuc survc!s ;IIICI rmr-rherking of snrvcy, the 
following tnr;lsures were t ; i l c ~ ~  to  drtcct cwa4o11 during thc year I!NiG-67: - 

l i s t  of I!ett/$ ota w h ~ h  I ) ! I I ~ ~ - I J  01 tnv hat I ~ P I J  d t ~ f l ~ d  frwn the la51 slqy 
t o  Fir51 Stagr 

S1. Name of the commodity Date of 
Xo. shifting 

of incidenct 
---- - 

1. Hydrogenated vegetable oil . I-1-1961 

3. Motor Spirit, aviation spirit and high speed d i d  oil , 15-5-1963 

4, !ilcdicines, drugs 8: pharmaceutical preparations + 1-1-1965 

6. AII kinds of tyra and tutw includinq thrw of WM 
vchicler, motor cycles, mom scooten, motwim, cyclcs 
and animal driver1 vehicle , 1-7-1963 

7. Country Liquor . 14-19615 - - 



The Commitfee note that in pursuance of the recommendation rMdr 
in para 76 of the 28th Report, the Ministry are taking certain remedid 
measures to prmenl arciimrtlation of arrears of Sales Tax and current 
demands. They hope that the matter will be kept under review. The 
Committee uroull like to watch the progress made in this matter through 
futirre audit Reports. 

[S. No. 80, Para No. 2.86 of Appendix XI%' to 46th Report.] 

Remedial measures continue to be taken to prevent the accumu- 
lation of arrears of Sales Tax  and current demands. T h e  present position 
of the progress made in this direction alter remedial action taken by 
the Sales Tax  Department has heen indicated in the attached aatcment 
(Annexure 'B'). 

MIXISTRY OF FOOD. AGRICULTURE, C. D. & COOPERATION 

Recommendat ion 

The Commilkr trust that arrrars of land mwnrtc would be reca 
urrcd promptly and that such arrrarz wo~rld trot hr allouvd to acrumulofc 
in future. 

[S. No. 81. Para 2-90 of Appendix S I V  to 46th Report (1%5-66).] 

AS will be seen from the enclosed statements a sum of b. 14 ,~ ,100  
as against the annual demand of Rs. 4.00.000 was rccovercd in the )pot 

1Wb66, d l  out efforts arc now Iuil.rg made to liquidate the arrears. 
It is in this connection that a .separate post rrf Dim. CoUcction 016ccl 
(Revenue) to supervise the C o k t i u n  of land revenue and T a m v i  dun 
is k i n g  created. 





beear Arrears of Ikmrnd 'rotal Collection Balance on Remarks 
Land Revenue d u r i n ~  dwing the 3 1 -3& 

on 1964-65 Yar 

(J.C. MATHUKj 

jsinc .kcrstar~ to the Cwt. oJ India. 

. . 35,(~),5:%7 ' 2,04,273 32,96,264 No demand was raised du- 
ring the year 1964-65. 

8,01,5%i 40.9 7.8 10 L1 I hW. I IX) 26,07,7 10 The amount ahmn in eol. 3 8 reprasenu 2 yean dunand. 

(B. N. TANDON) 

D~puty C b d i o n c r ,  Deihi. 



APPENDIX I1 

Recammendationr/ObsewaIiotrs which the 'Committee do not desire to 
Pursue in view 01 the Governmenl's Reply. 

MINISTRY OF FINANCE 

The  Cotnmiltcc fccl concerticrl to note the large itrcrease, itr the 
short l a y  o f  custowrs duty, ddccted during test audit by the Revettuc 
Audil, lo Rs. 22-29 lakhs dttring thc year 1963-64 from Rs. 4.23 lakhs in 
196243 and I&. 3-64 lakhs in 1~1-62. .  The deterioration in  the position 
not only rejlects on thc usork 01 the cscculive oficcrs but also on the 
e@cinic?( of thc Intcrtml Audit Dcparltncnt which conducts a cent per 
cent vm'ficalion o f  thr asscssmcnt docurncrts. While the Committee 
apprecialc that under ~ h c  prcsrtit set up the Internal Audit Department 
is prccludcd from challenging the intrrprctation accepted by the Col- 
lector, thcy arc unhappv lo  riotc that nrcri rnistahcs in arifhmcticol 
calculations remain trn~lcteclcrl. All I I J C  snrtrr. the Comnaillcc feel that 
lo be eflccfivc i n  real scnsc, thr Inttrnal Audit Dcpariment should not 
merely confine itsdl to cliecking o/ arithmctiral calculations but also 
independently go into tltc qucslion o/ ittterpretafion and classification. 
T h e  Committcc haw oftctr lricd lo imptcss the nced for reviewing the 
sttength of both appraising anti internal audit staB and making the 
Internal Audit Organisa /ion triore efiectitv. They had also suggcsred 
that i f  should bc cxarriiard ~vhrrhcr in nriicr to rnake the lnlernal 
Audit Dcparrmct~~ /rrr from thc infiucticc of the Appraisi?~g Departnmat 
it should bc rc-organi.rctl and placrrl directly under the control of the 
h r d  (c.f. paras 7-8 of 21st H r p r t  and 12 a/ 27th Report-Third 
Lok Sobha). The  Cotnniiltec are glad lo learn thaf a scheme \or slreng 
thcning lhe Intental Audit Organisation has becn drawn, and it W ~ J  
also propo.sed / a  tra~s/cr  it /rant the control of the Collectorate anti p k e  
it under a Direc-tor o/ Audit in the Central Bawd of Excise and 
Cwtonts. The  Committcc desire that this should be intplernenled without 
further delay. 

IS. NO. 3, para 2.12 of Appndix XXI to 44th Report, 196566.3 

Duc to the prcmt financial arringcnry. i t  ha5 kcn dscided to 
pcponc for the prewni the propom1 to KC up the Dimtorate a€ 



Revenue Audit. The question of marginally augmenting the pram et 
up of the Internal Audit Deparunent of the Custom Houm lo er to 
ensure a greater qualitative perforrmnce is under examination. 

The Committee hope that after ascertaining the position from other 
Collectoratcs and especially from Madras and Cochin ports as to whether 
there had bcen any cases of undcr~sessmcnt before the issue of the order 
of 1964 as a resull of following the incorrect procedure of charging duty 
in force on Ihe dale o/ reversion of ship.$ to coastal trade, necessary action 
will be taken lo recover the dues. They doire that the psition in this 
regard should also be verified in tespcct of minor ports undcr the junk- 
diction of  the Madras Cetilral Excise Collectorate. 

[S. No. 10, para 2.3 1. Appendix XXI to Forty-Fourth Repon, 196j-Iib.J 

In the Cochin Custom House there were six cases of Jhon levy 
involving an amount of Rs. 4M3.88 during Lhc years 1962 and I=. 
Supplemental demands have been issued in all these cws. In the 
Madras Custom House a demand for Rs. 1092.00, being the shon levy 
on ships stores in one case ws issued to the party in August, 1963. In 
the other Collectorates no such caw has bcen so far noticed. Mini- 
d Law have a d v i d  that where a statute created a right not existing 
under common law and provides a special remedy for the enforcement 
of such right, that remedv alorie can be f o l l o d  and any other remedy 
under the coinmon law would trot k available. and therefore. a suit 
for recovery of duty, which has k v m e  time-barred under section 39 
of the .Sea Customs Act. 1878 or section % ( I )  of the Customs Act, 1962, 
would not lic. The position in respect of minor ports under the juris- 
diction of the Madras Central Excise Collcctoratc has bcen verified, but 
no such cwc of ahon lc\y has k n  noticed. 

(Not yet vetted by .Audit). 

[F. Xo. 22/48:64-LC.U.1 

(i) The Conmirtce 'rcgrer to note that u*hilc making the wcssnwmf, 
ihc Customs H o ~ m  disregadcd the trtslructiuns of the B a r d  W d  L 
June, I!&l acrordity lo which brtng rompnncnts of orrrrhcad Inrtrclihg 
m n e s  (which uwre fhun t m t e d  as c m ~ ~ n ~ c )  electtic lifting ~ l l y l ( l l s  
wtm messable to duty at the hrghm W e  under item 75 the lnaYrn 



C w t o v  Tar@. . dll&*ugh Audit pointed out the mistake in ~ t & t , l ~ l .  
no aclion UMS tkkeu Lo rectify it. What i s  maw regrcttab'lc, the Bwrd 
dlso tried .to justify the mt io t~  o f  the C.t~t6rn Hmrc by reftrriitrg to a 
subsequent r u h g  issued it1 k'ebrrmt?, I!Hi3 under ud~rch ooerfread tncwing 
rmnes uterc treated cis maclrittcry atrtl cis srrch were assessable at the 
loulcr rate o f  d utg, allhotrgh ' 1hi.t rrrliirg corchl trot IM a/.?l,lied rctrospcc- 
lively to utr ussf.~stttetrt trrntlr itrearly fuw  years back. The Committee 
hope J ~ U I  trccrssaq akttetr ~ c ~ i l l  trow be tokor to recover the duly short 
levied trr IWl,  before Ihc isstre of ihc rerri.wtl in~trrrclio~r in February, 
19ti3. 

Para 2.44 

'I'trc Custonr Nouw hrtl ~rsnc.d or1 IP!L-bl. ccmwqlarrt lo the objcc. 
tioil to the aummcr~t  r a i d  1) rlrc (:UIIOI~ RCCCI~UC Audit. il notice 
ol dernilltd for h. l l..;20. .#gainst &hi*. th@ jwrly tnrdc ~cpcrnutiatsr 
0 1 1  10-10.fiI arrd 10-1 1 4 1  alrd in tiacrc ~ep~cacrttrtitrlra the\ u+cd the 
Curlom Hour to withdraw ttu dc~nard and aiw~ cnclclsnl s printed 
a u l q u c  in ~uppurt o f  their t a x .  'I'hc i~lrttct ww cuanidcd in detail 



by the Custom Hausc who felt that on. merits the imported article was 
clasnifiaMe under Item 72(5) of the Indian Customs Tariff. T h e  subjqt 
remained under discussion with the Customs Revcnue Audit Department. 
T h e  Custom House alw, made a reference to the Board an  the correct 
classification of the subject goods on 2-16 3. The Board considered the 
matter and ruled on 214-(8 that electric lifting magnets were asrlcssahle 
under Item 72(.3)/72(6) of the'Indian Customs Tariff. Since the importer 
had protested against the notice of demand' and the matter had been 
referred to the Board, the Custom House had not enforced the demand. 
In arcordancc with the Board's long standing instroctionu dating from 
1924. its amplified from time to time. the twnefit of it tariff ruling is 
to he givcn to all cases when the p r t y  hiis movccl in the matter and 
the claim is alive in any way 1.c.. h! way of refund appliration/repre- 
scntation /appeal ,'Revision peti~ion etc.. at I he t irne of iswe of the tariff 
ruling. Siwe the present case is still alive. the henef~t o f  the revised 
ruling ha3 to be given to the part! and hence no action to recover the 
amount now is due. 

.-I crmw as defined in the Chamhrc Twvrtieth Cxntw-y Dictionan 
(Revised Edition) is "it machine for r;~i\ing lwav\ weights". There is 
no specific item in the tariff which covers Cranes. There i s  an item for 
"machincn" (72 1.C.T.) and a11 item for "Convcvances not otherwise 
specifiett" (73 I.C.T.). In the ;tswssnlent of Cranes, a choice has. 
therefore. to be made I w t ~ ~ c c ~ i  thew two items d the tariff. While all 
cranes air  designed to l i f t  ; ~ n d  shift gcwdq either verticall\, or IateralIy, 
the range 6 f  mohilit? and nranoeuvrahilit~ of the crane depends on its 
d m i p  and the plrrpse for which i t  has t w n  made. If the crane is 
dcsiffrled not to mow with the load or even if ii can move with the 
load but thc dcsign is such ;IS prnli ts  onl\. restricted movement and 
manrwr~tvrakilitv over pre.dctcrmi~.red range. it would be more appm- 
priate to consider the c n n c  t o  fall ill the catqorv of ''machincry" and, 
tlrcrcforc. clawif ahlc ttndcr itern 72 1.C-1'. If. on the other hand. the 
crane i s  <teigncd to nrovc wit)\ the load and tlac mobili t~ and mancxuvra- 
hilit\ over rangeci svhich arc not prrdetermind. i t  would he more a p p m  
pfiately cl;~ssifiablc 1% "(:c~~r.ev;~nce" falling within the scope of Item 
75 I.C.T. 

Para 2.46 

The final report of the Tariff Rcvision Committee is likely to be 
received vcrv shortly and the matter will be finalisc<t thereafter, as 
speedily as practicable. 

[F. No. 2 j 3, W u s .  (T.U.).] 



The Committee are unhappy to note that in spite of the clear 
instructions o f  the Ministry, the field o f i e n  misinterpreted them and 
allowed ad hoc rebate on the ma oil manufactund after the lifting of 
duty, which resulted in excess refttnd of more than one lahh rupees 
in three cases. The Committee desire that the matter should be inuesti. 
gated pith a t4ew to fixing responsibility. 

[S. No. 34, para 5.44 of Appendix XXI to the 44th Report, 1965-66.1 

The observations made by the Committee have been noted. It may, 
however, be stated here that the instructions contained in the Department 
of Revenue letter F. No. 16/35/63-CX.111 dated the 17th April, 1963 
authoriscd the grant of ad hoc rehate of raw stage duty in addition to 
refund of the processed stage duty paid on the p ~ ~ ~ : e a r e d  oils exported 
up to 1.5-.5-1963 on the assumption that the raw oil used in the manu- 
facture of the processed oil was duty paid. In other words for purposes 
of ad hoe refund of raw stage duty the verification of payment of duty 
was dispensed with. 

2. Subsequently, however, when a exporter of processed oils pm 
ferred a daim for refund of the processed stage duty in addition to 
ad hoc refund of raw stage duty wbcre thc oil9 had been crushed and 
pmcemd within the same factory after 1-3-1963 and the duty at the 
raw stage had not k ~ r  paid. Collector of  Cxntral Excine, h r o d a  
entertained doubts about the admissibility of ad hor refund of raw 
stage duty in such cases. He made a reference to the Ministry of Finance 
and thereupon it was clarified that since in such c a m  the nondutv 
paid character of raw oils was a certainty there was no question oC 
assuming the raw stage duty having been paid or rdund thereof being 
allowed. The earlier instructionr. though clear, wae  not positive about 
denying the bendit of ad hor refund of raw stage duty in cases d thir 
type. The CcntraJ Exciac OfGcers put normal interpretation on the term 
'wumption' taking it to mean dispcnratibn of the verification of duty 
paid character of raw oils. Since ttie exact implication af the word 
'aoumption* to signify exclusion of connignmcntn with a clear indication 
about their nondutv paid character war clarified only on 7.8-1963. refund8 
allowed prior to this clarjficyion without verifying pa)ment d IWU 
stage duty do not appear to be attributable to midnterptetation d the 
cbcn existing instructions. Vitwcd in this context this is a caw d 60- 
fide nror  in uwr of ccttlin typm not conumptated at the tjmc of the 
iwuc d the instructions and no further p r o h  to fir v u b i l l t y  
thenfon appcan to be neccollry. 



[I.'. So. 2!! 7 Mi-CX.VI.1 



3 70 

3.81. The ~ ~ l a t t c r  was examihed in derail and i t  was decided that 
t o  the estent feasilde. excise dut! cx)~lcessio~ls where they are related to 
the size or output o f  thc unir s h o ~ ~ l d  Ijc rc:placed by slab concessions, 
as i t  is 1101 alwi~!.s possi1)lc for thc prlrptrse o f  fiscal c:oncessiun to 
distinguish st~inll and 1i1rgc sc;llc ~triits on the. hasis of the criteria e~olvccl 
for the purpose of licensing tlntler thr I~~rlustries Development and 
Regulations . k t .  

[Veltcd by Audit.] 
[F. Ko. 22, ' i  ,!(iC,CS.\'I.] 

TJrr ConrttriItrr nrr t r r ~ i ~  to twtr llrt~t t h r *  Cvutral n ~ r r l  of Hnwnttc 
Jscufd a ncirttrlnr itr ,\brvsthrr. I!WZ glrVYlg a rnnrcrsimr I n  thr rfj- 
opmn/irv imnkr, rdrirh had trot b~rtr autltnrirrrl Iry Parliancrnt i~ the 
way it  ular givetr. 





the interest on securities. These instructions were not intended to confer 
any concessio~i on co-operi~tive banks. The sole purpose in issuing these 
instructions was to provide guid; l~m to the locame-tax Department in 
the iiiattcr of coaipu~i~ig  ihe "rc;rso~~al)le sum" expended by co-operative 
banks in realising intcrcsr on securities. In the ab,scnce of such guidan~r .  
asscssnlent o f  co-opcri~tivc 1~11rl.s ~vould haw b c c ~ ~  t1ela)cd all(! givcn 
rise to avoidable litiga~ ion. Iwsicirs I c ; d i ~ ~ g  to t hc idoption of divergent 
pactircs in illis rcspcct i l l  v;wious c.l~argch o f  C:on~tuissioners oE Incorne-tax. 



application and (b) thosc which seek to apply these provisions in a 
manner which results in a nlcdification or extension of the xope 05 
the provisions in favour of the tax-payer. 

2. i n  regard to instructions of  the category referred to at (a) a&. 
the Ministry of L a w  arc cor~sul td  by us on all matters where there i s  
any ambiguity or doubt ill ttlc intcrpretatian of the provisions and the 
advice g i v c ~ ~  by that Ministry is followed. T h e  scope of a proviui&t uf 
the ACLL is generally clcar lronr the ~ ~ o t c s  oo clauses and from the dis- 
cusriio~ls in 1);trlia~ncnt. As a11 indcpcndcnt check exists i n  the forrn of 
the guiclal~ce given by the Slinistr? of Law. we do  not consider i t  necessary 
to cor~sult Kcvelrue Aidit  as d l .  .l'hc Administration of the Direct 
' l ' axo 1wi11g the respon~ibilitv o f  the <;cntrd lkm-d of Direct Taxes. it i b  

appropiirtc that ttlex. inrtruc tiom arc ishued 1.1) the Central h a r d  of 
Ilircct '1';rx;es. Slorcovcr, prior consultatiou with Revenue Audit will 
dcli~v thr prcxesr of cor~~rnu~r ica t io~~  t o  thc field officers. .-I11 circitlars 
issrrc.cl I)\  the Ihmd arc e ~ ~ c l o ~ w d  t o  U~\CIILIC '  .\udit for i n f o r ~ ~ ~ a t i o i ~ .  

[Duly vetted b! Audit.] 



on the basis of the views expressed h~ the High Courts and the Supme 
.Court does not place them in a ~ p o i i t l  category. 



as he docs in the caw of anreridments, orders and instrurtions relating 
to Financial Rules and Regulations. Now, it is for the C;overnment W. 
iirrcpt or not to arccpt [tic suggestion made hy the ID.A.C. iind make 
their stand dear and un;~mt)iguous irk their reply. 

The mat trr was furt hrt prcswcl with the 1kpi11 trncnt of Revenue 
and Irrarranw ancl they have stated in a note dated IN-8-67 as folloys: - 

"?'tic Dept-t~ncnt has carefully recon4derrxl the matter. It i s  felt 
th;ir, whew i ~ ~ s t r ~ ~ c [ i o n s  in regard to the intcrpret;~tion of the Act 
and Rrrles arc. cor~terrrcd. tlrc Ministr! of 1.aw ~lroultl continue to be 
co~~su l~c t l  t d o r c  thc said it~rtroctions are issued. Even in such 
c.;~ses. if i t  is felt that it would l x  useful to show the instructions in 
q i w ~ i o ~ ~  LO ~hc. Kcvcr~irc .~\ir<li: Ixfow thcir iwrr, this is Ixing done. 
\.\%crc\.c~ the imtruc tiotra have the rfiec,t of relaxirtio~ of the law 
or r111c.s. the K r v c ~ ~ l ~ e  :\t~dit is ir~vari;tt~l! mn~~r i t c t i  beforehand." 

[ C . O .  So. tK?7)(iti 'TPI. dated 18-8-67.1 



APPENDIX III 

MIS IS'T'RI' O F  FINANCE 

[I. Ncn. :12 10 $5. ptms. 3.37, 5.311 k 3.40. Appcrtdix XXI. 
94th Rcpur. LEWiS-Gli.] 



Tk obilervations/suggestion~ made by the Committee have be;n 
noted. 

".........after discussion with the Ministry of Law, i t  is propod to 
take enabling powers for the Central Government to give revospectivc 
effect to excise duty exemptions under Central Excise Law. The wording 
of such a provision has in fact been finaliscd and incorporated in the 
draft Cc~~t ra l  Excise Bill which seeks to consolidate and amend the exist- 
ing Cclltral Excises i~nd Salt Act. 1944. This draft Bill at present is 
k ing  rescrutinized in consultation with the Ministry of Law. Finaliza- 
tion of the draft Rill for introduction in the Parl ihent  will however. 
take home time." 

[D.O. So. i : 16 1ti6-C:o-ord., dated 26th August, 1967.1 

The  Conrrrirllee u-oulti rlcsrre that the que~tion 01 separating the 
rsrcutiw and judicral /trtrcttotis of the Collcclors should be seriously 
ruamit;rd. w that lhr @rtics do not haw to go r n  appcnl to the very 
wnrc persons who harrc alrcadv passed execuriz~e orders in  the saw case. 
Thr  Comrrrrttef u*ould l i b  lo obsenw here thot both in the Income-Tex 
and Customs Dtpart tnmt,  Appellotc .4 ~cthoriri~i  hove been wparatd from 
the cwec~rtirv. 7'hry ulodd, therefore, suggest thot Cmrnmmt should 
consider thr qtrrstron n/  rstrndrng thr mmc principle la the EXCI~JC 
Ilrparf mrnt also. 

[S. So. 37. p;trn 3.50 of Appendix S X I  to 44th Report 1963-66.1 

Similar suggestions have k e n  considered by Government e d i e r  
but have not been found feasible. Attention in this co~~ncctinn is invited 
to the rcpl! (copy annexed) made in Lak Sabha to unstarrcd q& 
No. 808 dam4 24th February, 1966. 'The matter muld he tonridcml 
afresh when the new Central Excise Bill, (to rcplm the existing M- 
menu) i+ taken up for cansidcriitioa h! Parliament. 

F. No. s 6 j  lO/Gr-SWCl*) 
U- -1 LS/PAC'67 



At the outset it may be stated chat even 'under the cxistihg pursctice, 
appeals do not have to go to the very same persons who passed the 
cwqutive orders in the same case. Attention in this cannection is invited 
to tht pmvisioris in rule 21.3 of the Central Excise Rules. 1944 (copy 
annexed). 

2. T h e  question of setting up an appellate tribunal as in Income-tax 
waq considered more than once in the past. It was felt that a purely 
judicial authority like the Inmme-tax tribunal might place undue en~phasis 
on tec)lnical requirements which might be difmcult of accomplishment. 
It would lead to delays in the setdement of disputes, encourage litigation 
in regard to dassification of g d s  for dutv purposes and ultimately 
hamper clearance of goods. The existing system was cheap and fairly 
quick and the volume of work was not likely to tx sufficient to justify 
setting up  of whole-time appellate tribunals. The  analogy of income-tax 
is not applicable t6 customs or C ~ n t r a l  Excise appeals; income-tax is 
assessed with reference to the 'previous vear' while customs or cxcise 
duties are assessed before the goods are ahow 11) pass into consumption. 

3. In this connection, the proposal for constituting Appellate Chllec. 
tors as in Customs was also considcrcd. In Custarns, such Appellate 
Collectors started functioning only in April 1963. 'Thev hear appeals 
against decisions of ail officers othcr than those of the Collector of 
Customs. The  appeal against the decisions of the Collector of Customs 
still lie to the Roard. No rhange was made in the procedure for dealing 
with revision applications. However, the experiment with Appcllatc 
6antCtan was new and its working was to t~ watched for m c t i m c  
b c f k  any firm conclusion could b drawn. In view of this, the draft 
Ccntral Excises Bill contains provisions only to continue the existing 
procedure under the Central Excise9 and 'ialt Act. 1944 and the ruler 
made thertu nder . 

4. Recently, the Customs Study Tram has cxamitlcd the working of 
thc Appellate Collmors and have remmmended as follows: -.- 

"92. Appcllatc machinerv somewhat on the lines of income-tux 
apptllrte tribunals should hc wt up. They may deal with revision 
applications against the orders of thc appcliate Cnllcctars as alsa 
against thc ordm of the Ckllcctorr. (7.14). 

93. In CPK of delay in d ~ t t n g  up of srrch machinery, at least the 
appellrtt a d  revisionary functions should be separated from the 
exrcutlve and adminirtrativt! functions by suiinblc' amn(~nn&ta at 
the Board's and Government's level. (3.15)". 

Thc above recommcndationr are riill under consideration and it wil l  taka 
tardtilr tiare bsfarc Ck,vctnmcnt'~ decision ~her?tcon i s  available. It i g  alro 



understood that the Administrative Reforms Commission are looking 
this very question. The Board has, therefore, kept the question 
for the rime being. 

5. Tire draft Central Excises Bill is still under scrutiny in a d -  
taton with the Ministry of Law, in the light of the comrnmts and 
ouggcstions received from the Collectan of Central Excise. Director of 
ln~pection. Customs and Central Excir  and the concerned ~ i n i s t & s .  

(7011y 01 R t ~ l e  213 a/ Central Excise Rrrles, 1944. 

213. APPEALS. An appeal against an  order or decision of an afficcr 
shall lie- 

(i) if the appeal is against an order or decision of a Superintendent- 
(a) Where there are Deputy Collectors, to the Deputy Collect~f 

to whom such Superintendent is subordinate; and 
(b) Whcre there arc no Deputy Collectors, m the Collector or 

Deputy Collector in-charge of a Collectorate; 

(ii)  if the appeal is against the order or decision of an .Assistant 
Collector- 
(a) 10 the Collector to whom such .histant Collector is sub- . 

ordinate; and 
(hj \Yhrre there i s  no I :o l Ie~t~r .  to the Deputy Cullectar-in- 

Charge of the Collectorate; 

(iii) if the appcd i\ against thc order or a decision of a Deputy 
Callcctor- 
(it) to thc C;ollector to whom such Deputy Collector is sub- 

ordinate; and 

(h) whew there ir no Collector. to the Centnl Hoard of Revenue; 

(iv) if the appa l  is against a11 original order or decision d 
Callec~or or Ikputv Cotlwtor inChargr of ;I Collectonte. to 
the Cenual b a r d  d Revenue: 

Provided thai if. beiwcen the dale of the order d decision opptald 
against and the date of the. h c m q  of the appeal, the ollehcct rb 
pavd the order or. drciion is  appointed or Deputy C;ullcctuf or Pcp&r 
Collector-irr.Chwrlp cd r Cbllcctorate or <hikctor. to whom tkc a p p d  
lies under d\c foregoing pmiaiona thc appd shall be head- # 



A The Committee are not convinced o\ the logic of the Board's chri- 
fication of September, 1964 laying dourn that aluminium p ip s  and tubes 
having uniform wall thickness are assessable as such at the higher- rate of 
duty (i.c., 10 per cent ad valorem) uihatcuer be the shafle of the cross 
sections, whereas in case of extrusiom only the tubuler pieces having a 
circular cross-section are made asses~nble as such at the higher rate. They 
are of the view that the it1strlrction.t of September, 1964 issued by the 
Board in fact m t c  an exrr~r/tion in favour of cxtrttded hollow sections, 
which could be given only by a ttotificatiotr tsstred under Rule 8 of the 
Cmtral Excise Rules. The Committee have already in another case, dis- 
approved the practicr of  mnkiirg exemptions through executive orders. 
T h e  Committee, howam- trtrdcrslnnd that utith effect from 1-9-1965, the 
tariff item '27-alumrtrrtrm' 1103 beor anicndcd so as to provide /or 1cc1y 
of duty at the higher rule (i,,.. 10 per rent ad valorem) /or all extruded 
shapes and sections including cxlrtrdrd pipes and tubes. The  Conmillee 
hope that iri futurc surh nrtifronf drstrnrtintrs will not br itr~rodrlccd in 
delcrminittg the classrficafrnrr o( n /~orltrcl for In,? o/ d111?. 

As regard5 the applicabilit.~ oj thew rlarificatory irtstrt~ctiotis to car- 
licr clcnrarrrrs, the Clrairtnotr ol thr Ccrrtml Bmrd of fixci~e and Customs 
agrecd dtrring n~irlrnc-c thnr the rrrlittg cottld no! Or said to be relnrant 
to the rarlirr nssrssmcnts partirrilnrl~ lho.w rrraile before thc tarifj u~as 
amplified i t ,  1!%4. Logirall~ n dislit~rlion could be drauw hctweoi the 
position heforr nnd nflcr the inrlrrsion of rxlrtlsioni of the class u*ithirr 
the tariff schedrtle. Thr  Conimittcr lropc that rrercssa? steps will now 
be rakc~r to rrcmwr drrry short Inrird in rhr rlrararrccs made prior to 1'364. 

[S. No. 51. I'arw 3.191 and 3.1!12 of Appendix SXI to 44th 
Report, 19ti:itX.] 

3.191. A s  dread) expl~incd More the I'uldic Accounts Cmimittct 
rw, artificial distinction had tmtt introduced in determining the dassi- 
m i o n  a& hollow ex t~s ions  under Item 27(c). Since the t d c  practice 
and aptcifiatiotu in the tcchnicai treatise on the subject, via., the Indian 
Sta&arb, the British Standards and the Anscricr~i Society far T d n u  
Materiah Spccifioltions, wcugniscd the dirrtinction txtwcen itcnrr of P l w -  
miniurn, produced by the pracm of cxtrusiot~fi and othcnriw for the 
p u r p a ~ ~  of their clauification an ' P i p  and Tuber' this disrinctian was 
ococptad and adopted for Ccntral Excicir Tariff dm. 'I'k !kpcpu?mber. 
1M instructions mercly c l a i l i d  a9 to what the term *Pipes and 'I'ubcrr' 



denotes and any extruded piece, which could accordingly be classified tb 
be a 'pipe' or a 'tube' was liable to pay duty at the higher rate. There 

, instructions, therefore, by themselves did not create any exemption. 

3.192. The  clarificatiott was to the effect  hat only those extruded 
tubular pieces which have circular cross section and uniform wall chick- 
neaa should be classified to attract duty under Item 27(c) and that a11 
nt her holloul cxt rusions u d l  at tracr duty q s  "cxlrudt.rl shapes a d  sections 
itr any form or size" urtdcr Item 27(b). 

The  clarification being in the nature of interpretation of the term 
'Pipes and Tubes' is to apply right from the introduction of Item 27(c) 
in the Central Excise Tariff, i.c., 1-3-1961 as the ruling did not alter tbe 
law but merely stated what, in the Board's view. the jaw was already. 
The  latter p a n  of the clarification (as underlined above) indicated the 
sub-itcm under which those hollow extrusions, which according to the 
instructions, could not k deemed to he 'Pipes and Tubcs', wcre to be 
charpxl to duty. 

'I'trc refercrice in the evidence tendered b\ the Chairrna~~, CenimI 
1k)arc.I of Excise aud Custoa~s. M o r e  the Pubiic Accc~unts Comnrittec . 
about tllc applicability or nthetsvise of the t larificatory instructions to 
earlier clear-anccs (during the period prior to 1-3-64) apparentl!. was to 
this latter p m i o n  d the ruling. Since during t!ic period prior to 1-3-64 
cxtrustiot~s as such were not covered under thc then Item 2ijb), e x m -  
sions other than pipes a11d tulxs wcre ntrt liable to pay an! duty, though 
the appropriate dut! or1 i ~ l l r ~ ~ ~ i t ~ i ~ t ~ i  in an! a u d e  fort11 u t i l i d  ia tbe 
alatwfacturc of srtch extrusiw~s was recoverable which had all along been 
r e a l i d .  'I'here has. therefore. beell nn short-levy and the question of 
cficctirrg an) recovery would not, in these circumstances, arise. 

hfurcovcr. acceptai~w of the rcc.ommeadittions of the Public :\ccouats 
Ckmu~lit ice w i l l  anloutti to disrt~ardi~ty;  the advir of the technical experts 
and the Minisr.ry of I r w .  I t  will also mean disregarding the wade and 
coru~aercial usage of the tcrrus rripp,rted I\ I.S.S. aud B.SS. Standards. 
*She alleged short-rccuvcr! during the p r i o d  prior tu 1-5-64, eve11 if 
ilcccptd. stands no chance of realicatio~t since recover? thercaf is barred 
I)! the statuton limit under rule I 0  ot ~ h c  Cxarral Exclv Rulm, 1944. 

Thr hlil~irier (Kcvaruc and F~pcnditurc) has appmvctd of the stmd 
taken by the Miclistr! in their inabilit\ to accept thc obrcrvations of the 
I'ullic ..\c~couats Committee. 



1 MINISTRY 08, FINANCE. 
. .  . I  . ] 

The Coramitlee pel that lhis uus a deliberately dc*rrd ' and 'planned 
scheme to n ~ a d e  tax aud defraud the Government. They also feel that 
hpeciaY care is nccessaq) i w  assessitig the companies of lhis group and 
there slroulrl. be proprr ro-ornlitrntior~ bcluwetr the Income-lax OBicers 
dealing with them. 

The Comrrdterr regret to rrotc that in this rase there was failure on 
the #hart of the Income-tas Oficer who assesses the company declaring the 
dividend to r~crifs that tlrr rompurry had filed a statutory return lo this 
etfcct as required lttrder r k  latv. The oficer also failed to inform the , 
Income-tax Officer assessitrg thr olher cornpatries to urhowr shares were 
transferred about thr clcclaratiotr (I\ dividcrcd. The result was that the 
Income-tax Oficer ~ S S C S S I ) ~ ~  C ~ I I I # H I I I S  S o .  3 itr rr~hosr name the dividerrds 
stood credited at1 the otrrtnl d n t ~  arld tr~lrow honks werr with the Special 
Police Il:slablishtne~r~, rtlas trot nr~wre of llru tlcclaraliorr of the dividord 
while trraking the asmsment on the basis o f  the previous year's income. 
It is also regrettable that the Im-amp-fax Officer asses~hg the third com- 
p n y  trrade unneces.snr?* I t t r r r ~  in rotttplrtitrg the assesmen1 without looking 
into the books of thr cornpatry u~hirlr uter-r with the S.P.I.:. It i s  srrr- 
prising that the S.P.E. kept thr hook.$ lor scrw~t peur~ from Stpteirtbcr, 
9 .  to S e e  1 .  It i~ also surprising lhat the Income-tax Oficer 
ma& no eflorts rithcr lo oblait~ ropirs o f  rclnunf entries or ins/xct the 
b o o b  u*hile t h q  nre it1 /he .S.P.E's ctrslody. 

The  Cammi/lee also ~tiggcrt that c a m  prtainittg to Ihe other com- 
panies o/ this group rcferrm to in this rmr should be mn'eumi. 

[S. No. IS, Paras 1.170, 1.171, 1.172 and 1.179 of Appendix XIY  
LO *th Report of the Public Awourtta Cummitree, i96!!.66,] 



The  obrrvations of the Committee in para 1.170 to 1.173 have 6 
noted by the Government, and have been brought to the notia d t& 
dficers concerned. 

2. For proper. co-ordination in dealing with the cases of this group, 
they haw been centraliscd with one Inwrnc-tax Officct each in.thr# 
Central Commissioners' charger at Bombay, Calcutta and Delhi. The 
Director of Inspection (Investigation) has been asked to supervise inverti- 
gations in this g o u p  of cases and report the progress. It may, bowever, 
be observed that the circumstances in which the assessment was made do 
not indicate any deliberate hurr? in completing the assessment. 

3. Enquiries are in progress to find out the real bcneficiarie and 
the final outcome will be intimated to the Committee. The  possibility 
of collusion hetween the assessee group of companies and the Revenue 
Officers was examined and the Directorate of Inspection (Investigation) 
have stated that there is no such indication. 

4. The cases of  other companies o f  this group are being reviewed. 

.5. 111 order to prevent recurrence of such cases. the question of 
tightening up the provisions relating to filing nl returns of dividends 
declared and action against failure to file the same is being examined and 
necessary instructions are being issued. 

[Vetted h\ audit t~rdc Comptroller k Auditor General's D.O. 
No. 35 1 -Rev-.a 12004%. 11 dated 2-2-1967.] 

[F. No. 6-1 : 163/66-IT(Inv.)] 

"It is proposed to asscls the dividends in the hands of - 
as well as in the hands of six nmninces as a protective measure. 

Invcsrigations regarding real ownership we nor yet complete. Instnmiom 
have been iwrcd to complete thc invr*tilil;ations earlv. 

Them will. however, be &la\ it1 completing the asrcasmcnts as ac- 
counts b k s  of - were rcitcti in a scad1 by tht 
Campany Law D e p a ~ e n t  in Juh 1964 and am at ptcscnt in thc 
custody of Calcutta High Court. We are moving the Hi@ Gotot 
to dhm \IS to i r ~ l r p c t  the books far ptrrpmes af ;fPTtOment. 



section 19A of Income-tax Act, l9!?!#?/286 of. Income-tax Act, 1961 as well 
as records of the companies to check that items of largc amounts of divi- 
dends declared have been accounted for by the shareholders in their 
respective amcssments. Instructions have been issued to expedite .be 
review. 

(3) The circular letters No. 64 / 163 /66I'T(Inv.) dated 49-5-1 967 con- 
taining instructions were issued on the subject in this respect. A copy of 
each of them is enclosed". 

[Vetted by audit vide Comptroller L Auditor General's D.0, 
No. 3384-Rev /2OO-66/III, dated 6-9-1967.] 

IF. No. 61/ 165/66-IT(Inv.)J 

F. So. 64 163 I66-IT(lnv.) 

CENTRAL BOARD OF DIRECT TAXES 

Shri C .  R. Hegrit. 
Secretan. Central Board of Direct Taxes. 

,411 <:onnnissi~ners of Income-t ax. 

Sl ' IS~~m- . -~~~a$tut t  of itrtomc-lax by "blank Iran~fet" oj shares by corn- 
fmnirr 01  thr saint group-Centralisution of ra.rcs-lnstruc- 
tions r q .  

A case has come to the ~~ot icc  of the Board where income from 
dividend declared hy a company on a hlwk d shares escaped alKiament 
to tax. 

2. Thnc d q c r  were regi~lcrni in Lhc b k n  of tbc company in the 
name of three individual&, who transferred thew sharer under "blank 
trander" to thrcc different companicr '8' 'C' and 'D' d the mm poup in 
quick wccrrion. '1%e harts wcrc Iatcr on rold by company 'D' to 
mother company '8'. who ultimrtcly assigned tlwm to various iqdividuals 
lvlonging to that group. O r r  t1w date when the dividend war declared, 
rkc sham in question wcrc held beneficially by Company 'D' although 
the tcgiuckd shanholckn continued ta be the thm individual8 rc kfm. 
The vatinwe individi~ala and caarpanlm involved in the ahme ehain af 



f transactions hclonp to n wcll known group of r w s w r .  and at the material 
timc. were asscssed cliffrt.cnt Income-tax Officers at different places 
and wcre olwrving d i f ferc~~t  accounting periods for their nwesedrments.. 
Although the various I~lcotnc-r;ix Officers examincci the question of a-- 
t~ility of thc. tlividcnd i ~ ~ r o n ~ c  in the hands of thc rcrpectivc persons. 
;uscased b! t h n ,  a cor~tertrd effort could not be made to  find out  the 
real person Jpcrsotls in \rl~ov: Ilar~ds the dividend should tw aswscd. due  
lo lack of co..ordini~tior~ anlong the different officers. The  caves d this 
group at~rl ottlcr co~~tlcrtcrt cascs have now k x n  rcntraliwd witR one 
Incon~c-tax Oficcr ei~ch i t 1  three (:cntral Corninissioncrs' charges at Bom- 
t ) i ~ \ .  Ca lc~~t t ; i  i d  Dclhi fur proper co-ordination of invrstigations. . 

3.  'l'he I5oarcl desire that thr. Incrmc-tax Officers should he on their 
g11mc1 ;rgair~st ;~ t tcn~ptcd  tax cvariorl of thc ; t t~)ve nature. erpccially by 
higgcr g ~ o ~ ~ p s  of iuscssccs. whose c;tsc\ ;we watteied at various places under 
tliffercr~t Jriromc-tax Olficcrs. T h e  Co~mnissioncr!, should, in particular 
cxan~inc. the cases o f  tompi~r~ics cor~trollecl b \  the same group and centra- 
liw the111 with cmc 01 IIIOI.C 111conle-tax Oficers so that thrrc ir proprr 
( o - ( ~ t l i ~ ~ ; r t i o n  ~111or1g the I~lconle-ti~x Officers dealing with them. 

Yours faithfullv. 

{Sd.) G .  R. HEGDE. 



2. In a case, which came to the notice of the Audit, it was found 
that due to the non-cnforccment of thew provisions, huge lono to revenue 
had resulted. I urn, therefore, des i rd  by the Board to request you to 
instruct all the Income-tax O&ers in !our charge dealing with the caws 
of companies to verif! whetl~er rclurns arc rcccived fmm con~panies under 
sectioli 286 of the Income-tax Act. I!Wl hy the due date and if such returns 
are not received, LO proceed under section 27ti(b) of the Inmne-tax Act. 
maintained in the office of each Income-titx Officer dealin8 with company 
1961. 

3. To watch tlw proper filing of thew returns, a register should be 
cases, showing the nitmc and address of the cornpan\. the date on which 
the returv under section 2Sti was lilcd, ;lmi action -taken for default. 8\ 
31rt August, the Il~rort~r-tax Officer shottld rcport to the (:o~nrnissioner of 
Income-tax a11 rases of def;tltlt with prctpoual for a c t i o ~ ~  under section 
?ili/259. 7'hc <;rra~r~liasioncr o f  Incon~c-tax sl~or~ld apply his mimi to each 
caw and give sanction under wctiol~ 279. wl~ercver called for. Prusecutia~~ 
imder section 256 should then hc s;~nctio~lctl. Cotnr~tissictt~ct.~ of Incomc- 
tax should ensure that complial~cc with rhr provisions of w t i u n  ?H(i ir 
enforced. 

4. Undcl- the crxistiq instructions wllerr the rctttrnr ;ire rtrceivcd, 
the receiving 111con1c-tax 0 thw1 has lo scrltl the 1.eturns to the office oi 
the Comtnissioncr of I ncomr-tax who. i l l  t ~ t rn .  iswe int irn;tt icw slips to 
the Commisioners of IIICOIIIC-titx ~ O I I C L ' I . I I C ~ .  HO\VPVCI.. i l l  order t o  erlsllrc 
that bigger itrrur of diviclrt~ds i~rc  tot lort sight of. i l l  ;tdclitiott lo rcptrting 
through C o n ~ t ~ ~ i s ~ i o r ~ e ~ ' s  o f  Ir~c.ot~~cr~t;tx Offite as at prewltt, the. clividcr~d* 
paid in excess of Ks. 2.-v.(YKI t o  (me share-holder should 1w con~a~unicatcd I)\ 
the Income-tax Officer auwsittg the company directly to the Income-tax 
Officer assessing the share-holders and ii note to thin effect should be made 
in tht ofdtr-sheet by the lnco~ire-tax Officer aswssing the company. 'l'he 
Income-tax Ofhcer assessing the share-trolder, slroitld acknuwlcdge the inti- 
matiot~ I))- ronrmtrl~ic;~~it~g ~ h r  (i.1.R. So. c)f I I W  sharc-holdcr. 



APPENDIX 1V 

Recommer~dnlion.s/Obb~e~ations l o  which C;overtrrnent have Furnished 
In ter im Heplics. 

MINISTRY OF FINANCE 

Recommendation 

T h c  Cornmiltee regret to find thal i t1 llrc case of thc five sugar 
far1orIc.c referred to  IN /he .4urlif para, tire Excise 0ficcr.s ddisrcprdcd 
the Board's ordrrs ~c,/rich p r t ~ l r i b i l d  llre irrrlrts~otr 01 nol-ltrlly manufac- 
tured Jrrgnr i n  /hc produr.lion /or l h r  Vmr. The  Comnrillec h i r e  that 
//re grtrsriotr oi rnkitrg artimn agaittst thr: oifrrcrs rotrrcnrcd should be 
rxarttitrerl. 'I'lrcy n lm dr.\ire thnr i t  shortld he asrcrlaincd /rorrt a l l  the 
f.'ollrctoralcs, u*lrr/lrer correct prorerluw was being fo l louwi  irr other sugar 
~artorte.~. 'I'lrr Corttntiltrr i1,ottld also l ike lo  hr irr formed of the re.rult 
o/ 111r a/j j)ral filed by the dr /u i~ / t t t r t r t  111 t l i r  High Cmirt. 

[ S .  So.  !!H. para 3.16 o f  Appendis SSI to 4- l t t l  Report 1%;-66.1 

T l r r  Cottrrrrrltrr l rel  corrcrrr~rcl o i * ~ t  at r~tutr> a3 4 1  c a m  01 om'utorr 
to  falloir* t l t r  Htmrtt irrslrtrctiun\ 111 thr  vrrnc Co l ie r to ra t~  rtsulliag C 
a l n r p  nmorort ol  c x c ~ s . ~  rrlrrrrcf. T l r r  Con~nottcc uwcrld like to know 
tkr ot~f.cntrrr n) t k r  tnwstcgatiurr t~cttl rkr matter bu the I),rertorcltc 0% 

[ f i r f i t  /ton crtrd thr  rr ttort tn krtr c rg t~ t r~ t  the oflrllccr\ r c m  cmecl. 

[b. So. 47. paw 3.147 of .-\pyrudis SSI tct  84th Report I9tXriiti.J 



T h e  matter is under cxarni~~atiun and furttrcr calumunication will 
follow. 

[F. NO. 1/9/64-CX.11.1 

Recommends t ion 

Thc result of the rrvicw will bc it~tinratcd t o  the <:ommittee ;IS 
early an p s i b l c .  



Rccommen&tion 
t 

T h e  Committee ulould like t o  know the outcome of uv i f  petition 
filed by assessre irr the High Court challenging the jurisdiction of the 
Inconae-tax Oficer to reopen the assessments for 1955-56 lo  195tb.59 invofv- 
ing tax @ect of Rs. 9.96.928. 

[S. No. 32, para 1.123 of Appendix XIV to the 4(itli Rcport, 1'965-66.) 

'l'he writ petition hled b\ the a w s c e  in the High <:ourt ic still 
prndina. It has not romc op  for hcaring so far. 

[I)ul\ vetted b \  Audit rddr D.0.  So. 326GRev. !NO-li(i. daterl 
21st September. IWi.1 

Recommundat ion 

T I I P  Conrmittrt  rcw~rlrl l i k ~  to krrnu~ thr outcr,mr 01  the apprai filed 
I)\. thr C o r r ~ r n i ~ t i o ~ r r  of i ~ r r o r r ~ c - / a ~  Iw~orr  thu 'l'ribu~tal. 

'l'he l'ribunal has not so far disposcd of the appeals iu tx~th tile 
i;lrclr. .l'ltc ciecisioi~s i l l  ttic appeals will tw intimated as w t ) 1 1  ;I, the 
.~ppr;~l* ;II t- disposccl 1): the Tribunal. 

[F So. 36 28 64-IT{AI)II.  dated 26-10-66.) 



APPENDIX V 

%a1 Para No. MinisnyjDcptt. Conclusions/Rccommen&tio~ 
No. concerned 

1 1.5 Finance 

2 1.7 Do. 

Do. 

The Committee daire that Government's replies should be explicit d self 
contained. In particular, where remedial measures arc called fat the detPib 
of action taken or intended to he taken should be specifically spelt out. 

The Committee are glad to note that Government have now extended the statu- 
tory mdit to the &state Duty. Wealth Tax and Gift Tax recupta and duncb, 
and that the scope of audit in respect of t h e  taxes will be the same as in the 
rase of lrlcorne Tax receipts and refunds. 

The Cammittee w e t  to note that the Ministry of Finance have taken i caPrsidb 
rably long time in scrutinizing the provisions of the Bill. They hope that tht 
Bill in question will now be drafted in consultation with the MMirtry of Law 
without any further delay and brought before Parliament as d y  as pasible. 

The Committee would like to reiterate the observations contained in paria 3.70 
of their 44th Report. They desire that the question of setting up rcpriiue 
authorities for the exercise ofjudicial and cxecutioc functions in tftc Depnmnent 
of Central Excise should be examined seriously in all its aspeca and an d y  
detision taken. 

While the Committee do not desire to pursue the matter at this state, thay fd 
that in determining the rate of excise duty, Govcnrment should hrrM tairen into 
account the market value of the end product, apart From technicaltics invohrcd 
In the present case a5 t h a e  was a rise in tho value of extruded tubalrt pi- 



- 
G 

the Committee feel that to charge the lowcst rate of duty and trcat them as 
crude aluminium was no less inaccurate than to treat them as pipes and t u b .  

The Committee note that the p i t i o n  has bcen rationalised from 28th February, 
1965, by bringing all extruded sections including extruded pipes and tubes 
under a tingle item of tariff attracting the higher rate of duty i.c. 10 per a n t  
ad vclwm. 

The Committee note that Government propose to assess the dividends in the 
hands ol' the Company as well as in the hands of six nomincss as a protective 
meature and that instructions have bcen issued to comlete early investigations 
regarding the real ownership of the shares on which dividends have been 
distribu tcd. 

The Committee need hardly stress that Ckwernmcnt should complete their inves- 
tigations early and taken every care to ensure that the taxes due on the dividend . 
received by beneficiariu are collectuf . - 
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The Chmmittee would alw like to stress that the review of other companies in 
the Croup should he completed early so as t o  ensure that large amounts of divi- 
dends declared have txcn accounted for by the share-holders in their income-tax 
returru and tat taxes due on them have not k e n  evaded. 

The Committee would like Governmcnt to ensure that the instructions issued 
under the Central Board of Direct Taxes letters No. 64/163/66-IT (Inv) dated 
dated the 29th May, 1967, on the subjects of the failure to furnish returns 
under section 286 of Income Tax Act, 1961 and evasion of Income-Tax by 
blank transfer of shares by companies of the sa megroup are strictly given &kt 
to by the Income-Tax OfEcets, so that cases of such a nature do not recur. 
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1 19. Finna K.L. Mukhopadhyay, 
j 6/1& Banchharam Akrur 

Lane, Calcutta- 12. 

DELHI 

20. Jain Book Agency. Con- 
naught Place, New DellJ. 

21. Sat Narain & Sons, 3141, 
hlchd. Ali Bazar, hlori 
Gate, Delhi. 

22. Atma Ram Or Sons, Kash- 
mere Gate, Dclhi-6. 

23. J. hl. Jsina & Bmthm, 
Mori Gate, Delhi. 

25. The EngliJh b k  Stow, 
7-L, C:ormaughr Circus, 
Sms Dcihi. 

26. 1,skthnti Book Stow, 42, 
AIunicrpnl ,\.f~rLet, Japath, 
Scw l ) eU~ i .  

27. Hilhm Brohm, 188. Laj- 
patru hl~rkct, Lkihi-G. 

82 29. Oxford Book & S t a t i m  68 
Company, Scindia Hotue, 
Connaught Place, New 
Dclhi-1. 

30. People's Publishing House. 76 
Rani Jhnrui Road, Ncw 

1 Uellli. 

31. The United Book Agency, 88 
3 48, Amrit Iiaur Slarket, 

Yahsr Ganj, New UelLi. 

32. Hind Book HOW, 82, 95 
9 Janpath, Xcr-v L)elli. 

33. Boohtcll, 4 San! Saran- 96 
1 1  kari Colony, Kiugway 

Csmp, Dch-9. 

20 31. Shri N. Chaob Singh. 77 
Agcnt, Ksmlal Paul 

High Schwl Annac, 
I mphal. 

27 
35. The Secretary, Esthl' ih- 

Kent Ikpar~mect. I be 
66 High Cnc~n;iminron of 11ldi3. 

1:dia HOW. .4ld~ydr,  
LOSWX,  M'.C.--2. 






