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INTRODUCTION 

I, the Chairperson of the Standing Committee on Finance (1995-96), 
having been authorised by the Committee to submit the Report on their 
behalf, present this Twenty Third Report on action taken by Government 
on the recommendation. contained in the Thirteenth Report of the 
Committee (Tenth Lok Sabha) on Demands for Grants of the Ministry of 
Finance for the year 1995-96. 

2. The Thirteenth Report was presented to Lok Sabhallaid in Rajya 
Sabha on 3 May, 1995. The Government furnished the replies indicating 
action taken on all the recommendations by 13 December, 1995. The Draft 
Report was considered and adopted by the Committee at their sitting held 
on 8 March, 1996. 

3. An analysis of action taken by Government on recommendations 
contained in the Thirteenth Report of the Standing Committee on Finance 
(Tenth Lok Sabha) is given in Appendix. 

4. For reference facility and convenience, the obscrvationslrecommenda-
tions of the Committee have been printed in thick type in the body of the 
Report. 

NEwDEun; 
11 March 1996 

21 Pha/gUM. 1917 (Saka) 

MAR~GA THAM CHANDRASEKHAR. 
Chairperson. 

Standing Committee on Finance. 

(v) 



CHAPTER I 
REPORT 

Tbls Report of the Standing Committee on Finance deals with action 
taken by Government on the recommendations contained in their 
Thirteenth Report (Tenth Lot Sabha) on Demanda for Grants (1995-96) of 
tbe Ministry of Finance which was presented to Lok Sabha on 3 May, 
1995. 

2. Action Taken Notcs have been received from the Government in 
respect of all the 15 recommendations contained in the Report. Tbese have 
been categorised as foUowa:-

(i) Recommendations/Observations which have been accepted by the 
Government: 
SI. Nos. 6, 8, 9, 13. 14 & 15 

(Chapter II-Total 6) 

(ii) Recommendations/Observations which the Committee do not 
desire to pursue in view of Government's replies: 
SI. Nos. I, 2, 3. 4. & 11 

(Chapter III-Total 5) 
(iii) Recommendations/Observations in respect of which replies of 

Government have not been accepted by the Committee: 
SI. Nos. S, 1, 10 and 12 

(Chapter IV-Total 4) 

(iv) Recommendation/Observation in respect of which final reply of 
Government is still awaited: 
Nil 

(Chapter V-Nil) 
3. The Committee will now dcal with the Action Taken by tbe 

Government on some of their recommendations. 
A. Central Stamp Store 

Recommendation (SI. No.5) 
4. The Committee had noted with surprise that the workers of the 

Central Stamp Store, Nasik WClC put on extended overtimc houts just to 
despatch the finished products of the India Security Press, thereby 
incurring huge expenditure on account of overtime allowance year after 
yclI1'. The Committee had failed to understand why the work of despatclJes 
could not be disposed off during the normal workin, hoUR. lbe 
Committee had not regarded the existing arrangement as satisfactory and 
could not but hold the DepartmentlManagement fully responsible fOr not 
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effectively monitol'ing and curbing the tendency of late dispoafJ of work 
and that too when it was happening year after year. The Committee, 
therefore, had recommended for a thorouah reorientation and streamlining 
of the administrative machinery alongwith a comprehensive review of the 
work prescntly undertaken by the Central Stamps Store with a view to 
improving the administrative efficiency and to minimise such expenditure, 
including, if necessary running of three shifts, each of. eight houn and 
providing additional employment in the process, rather than the prcacnt 
heavy dependence on OTA. 

5. The Ministry of Finance have stated in their reply as foUows: 

"T~e Central Stamp Depot (CSD) is not only working as a 
Despatch Section for all products printed at India Security Preu 
(ISP) but also receives all the indents, that too mostly quarterly 
and six monthly indents from over thousand identol'l. 

They Itave to collate this huge information from so many sources 
and consolidate them into item-wise print orders before (SP can 
plan production and produce these items. Moreover, they have to 
prepare the despatch documents and bills also whieh runa in 
thousands. CSD has to prepare such bills, forward these to the 
Indcntors. and keep track of the bills etc. and expedite/organise 
rcceipt of payments. 

Despatching of about 90,000 boxes and 45,000 parcels on an 
average per year by different modes of despatch such as wagon 
loads. !:malls by railways through post parcels, and personal 
delivery of priority items arc itself a huge task. In appreciation of 
this ·workload. even the same hours of overtime have been 
'TInintaincd for thc past so many years between the ISP and CSD 
(actually CSD is a Department of ISD like other Departments). 
CSD also is rcquired to maintain stoeks of finished security items 
beforc dcspatch (sometimes they have to hold it for a long period) 
and also they have to take up regular periodical stock verification 
work twice a year ~or such huge number of items moving 
constantly. 

As a poi icy • ISP administration tries to restrict overtime 
allowance to barest possible minimum but as will be observed that 
thc quantum of despatch (and co.nsequently speed of despatch 
because tho.., same increased quantum has to be accommodated 
within lhe same period) which is reflected in the increased value of 
productior, froOl 41.62 crores in 1987-88 to 82.56 crores in 1991-92 
and mon.: than lOS erores in 1994-95 as corresponding increase in 
the desoatch load and other associated load of biOin., indenting. 
ctc. wit .... the lame sanctioned strength has made woriti". of 
overtime in CSD in proportion with ISP working unavoidable. 



3 

Further, in many cases the indentors want immediate despatch 
of bulk items to cater for certain emergent requirement at their 
end. For example some of the documents which are supposed to 
be supplied throughout the financial year have been required to be 
supplied in bulk at a stretch in view of the urgent requirement by 
some indentors. This sort of things create lot of strain on the 
normal despatch. Moreover on many occasions items like MICR 
Cheques, etc. had to be supplied overnight by speed post/couriers 
to meet the indentors urgent and unforeseen requirement. 

ISP have to meet this increased demand of despatch with actual 
strength which is currently below the sanctioned strength. 

Despite all efforts, due to above reasons, it sometimes becomes 
unavoidable to work casual overtime in CSD as required at 
particular points of time." 

6. The Committee Dote that the Ministry of Flnaoc:e hal merely tried to 
justify the Increase In payment of overtime allowance with Increued 
workload. The Ministry's reply is however, silent on their recommeDdatioD 
which II regretahle. It W81 In view or the Increased workload over the span 
of yean that- the Committee had recommended the runnilll or three shifts 
each of 8 houn and providing additional employment In the proceu rather 
than heavy dependence on OT A, ror Improvlnl functional eftk:leac:y or the 
Central Stamps Store. The Committee would Uke the Ministry to speD out 
their speclftc proposals or Implementation or this recommendation of the 
Committee. 
B. Modernisation of india Government Mints 

Recommendation (SI. No.7) 

7. Expressing their distress over non-completion of the project within 
the target date, the Committee in their earlier report observed as follows: 

"The Committee is distressed to note that the modernisation of 
the project of the three Government of India Mints at Bombay, 
Calcutta and Hyderabad which was approved by the Government 
in February, 1989 at a cost of Rs. 118.29 crore could not be 
completed within the target date of March. 1992. The Committee 
is surprised that the Government has not given any reasons for 
non-completion of the project within the original schedule fixed 
earlier as a result of which there was a cost escalation and the 
project cost now is Rs. 348.80 crore. What causes deep concern to 
the Committee is the fact that though the project was originally 
approved under the plan scheme yet the Government took almost 
two more years to give its approval to the revised cost estimates of 
the project brought via plan route despite the fact that the Mints 
were incurring heavy expenditure on import of coins blank from 
abroad to meet the domestic demand. 
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The Committee considers this situation IS most unfonuaatc and 
can not but deplore the casual manner in which the Government 
had h~dled the matter. The Commtitee cannot, however, reIt 
content witll a mere expression of concern and disappointment. 
The Committee considers it its duty to point out that if every 
Ministry or Department is made to feel that the resourcea of 
Government are not inexhaustible and the country can in afford to 
wlSte public funds on such time and cost overrun projects which 
could have been avoided, there will perhaps be lesser number of 
such delayed projects and .reater savin. of expenditure. The 
Committee, therefore, recommend that,some sort of accountability 
at the level of formulation and also at the level of the 
tmplementation of various projects should be introduced 
immediately. The Committee would abo like the Government to 
monitor the implementation of the modernisation project of the 
three mints closely so as to avoid further cost and time ovem1ns". 

8. The Ministry of Finance, in their action taken reply have stated as 
follows: 

"This Ministry shares as well as appreciates. the Hon'ble 
Committee's concern for the cost and time overrun that has 
occurred in implementation of the 'Government Mints 
Modernisation Project and assures the Hon'ble Committee that it 
is taking all steps to ensure that such overrun does not recur in 
future. In this connection. the Ministry is closely monitoring the 
implementation of the modernisation project of the three Mints. A 
Special Committee of Senior Officers of this Ministry headed by 
joint Secretary is constantly reviewing progress for implementation 
of each aspect of the modernisation project. A monthly progress 
report in respect of all the three Mints is being submitted by the 
concerned General Managers indicating details on each item &, 
follow up action is taken. Progress review meetings are held with 
the General Managers of the Mints and executing agencies to 
ensure that there Ilre no bottlenecks and the progress both in 
respect of civil works as well as procurement of equipment is 
smooth. The Ministry is confident that the project will be 
completed as per schedule and there will be no overruns in terms 
of cost or time. This Ministry assures the Hon'ble Committee that 
no laxity will be allowed in implementing the project. This 
assurance to the Hon'ble Committee and itl recommendations are 
being impressed upon all authorities/agencies concerned with tbe 
request that they must not in all earnest so that the project is 
completed as per schedule. 

As regards the recommendation of the Hon'ble Committee for 
introduction of a system of accountability at the level of 
formulation and also at the level of implementation of various 
projects this Ministry submits that the Government has already got 



5 

a regular system of review of the progress' in formulation and 
implementation of all projects at every stage and for this purpose a 
aeparate Ministry, viz., Ministry of Programme ImplementatiOD 
exists, to whom extract of above recommendations has been 
forwarded for folJow-up action." 

9. Tbe Committee feel sceptkal or tbe .. urance liven by MInIItrJ of 
F1aaDCe reaardlac completloD of the moderaJutioa or GoverJlllleDt ofladla 
Mia .. before NOYember, 1996 Ia the .IPt of the oblervaUoa made by the 
monltorln& aulborlty 01 tbe projects - Mlnlstry of .... anl... and 
Prop-amme ImplemeDtatloD Ia their ADDUI Report 1994-'5 tbat 4 'tbe 
prelleDt rate of P ......... Is Dot commeDlurate for completllll the project by 
November, 1996 and project activities al Bom"y and Calcutta are far 
behiDd schedule at compared to Hydenbad Mlal. At Hyderabad MIDi, the 
completiOD of dvll works Is beld up because of the dvll coatndon, 
MIs. Hindustan Contraction Corpontioa, tbe N.tlo.... Bldldlnp 
COD.tructloD Company aad Cenlral PubUc Work •. Tbe Civil WorD Ia 
Bombay and Calcutta Mints are very mucb beblad the schedule". 

Tbe Committee, bowever, detlre that In order to ensure completion of the 
modernisation projects within Ibe stipulated time frame, In vlew of the 
submissioDl made by the Mlniltry of FlnaDce in their actioa taken reply, 
GovernmeDt should closely monltnr tbe execution wltb the IJeaq 
implementina tbe projects. 

Interest Payment on External Debt 

Recommendat1on (Sa. No. 10) 

10. In order to improve the utilisation of external aid, the Committee in 
their earlier Report recommended as follows: 

"The Committee note with concern the rising interest payment 
obligation on external debt which has gone up from Rs. 3,723 
crore in 1993·94 to Rs. 4,309 crore in 1995·96. What causes further 
concern to tbe Committee is the fact that a significant portion of 
the country's external debt stocks is lying unutilised and the 
country has to pay a commitment charge on these amounts without 
actually utilising them. The Committee, therefore, feel, that there 
is an urgent need to review these foreign aided projects so as to 
identify the reasons fot delay in their implementation and taking 
suitable steps to improvc the utilisation of loans". 

11. The Ministry of Finance in their action taken reply have stated as 
follows: 

"(1) Most of the aid is project tied. The reasons for un utilised aid 
can be traced to time profile of projects which is usually 5 to 7 yean, 
exchange rate fluctuations, inadequate provision of counterpart funds, 
delays in laM acquisition and othcr project specific issues. 
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(2) The total figure of undrawn balance does not represent the 
backlog. It only indicates the total that can be drawn over a period of 
time. Some of the main reasons for slower than expected utiUaation 
of external aid ue inadequate provisioning and counterpart funding. 
procurement and contracting delays, stan-up and other procedural 
delays. 

(3) Ensuring adequate provisioning fOr externally aided projects. 
release of ACA as 100% additionality advance release of ACA to the 
States, standardisation of bidding documents and strcamilinilll of 
procurement procedures, disintermediating on Oow of external aid to 
Central PSU's Ponfolio Rationalisation and setting up of Project 
Management Unit in Department of Economic Affairs ue some of 
the steps taken by Government to improve aid utilisation." 

ll. The Committee are not convinced wltb the explanatlaa ...... by 
GoYeI'DlDent defendtDl their faUnre to daeck the ........ iDterelt paymeaa 
oblllation on extern.1 debt and the aros, under-utilisation of the u:tenIaI 
aid. The Government's reply Is v.lUe and does not indicate u to whether It 
would carry out a rem'" of forelln aided projects a. desired by the 
Committee or as to wbat concrete steps are belnl/proposed to be taken to 
improve the aid utilisation. Merely creatilll a Project M ..... ement Unit 
wbicb may act .. another appendage of inaction, would not .uftlee. Tbe 
need of the bour 15 a more realistic and prapnatk .pproach to easure 
expeditious completion of all externally aided projects. The Committee, 
therefore, reiterate their recommendation reprdlDJ review of all u:temally 
aided projects within a time bound Pl'Olramme so that the Government DOt 
only knows as to wh.t hindrances/problems are be settina eacb 01 the 
projects but also takes Immediate project speclftc remedial actioa to eDl1ll"e 
that tbe monies meant for these projects do not remain unutDIaed aay 
further. 

While approvinl the projects to be implemented with extemal aid, the 
Committee also desire that adequate budlelary provision for counterpart 
funds and advance planning In close coordination with State Govemmeats 
may be made for timely Implementation or such externaUy aided projects. 

Containm~nt of litigation 

Recommendation (51. No. ll) 
13. In regard to containment of litigation and early disposal of cases in 

the High CourtslSupreme Court, the Committee recommended 81 
follows:-

"This Committee is concerned at the luge paymcnts towuds 
professional services (B.E. 95-% Rs. 1.85 crore) out of which legal 
charges represent a substantial portion. -While the Committee 
appreciates the steps taken by the Deptt. to contain litiption and 
obtain carly disposal of cases' in High CourtalSupreme Court, it 
wishes to draw the attention of the Deptt. to its Tenth Rcpon 
wherein it was suggested that simplification of law must be carried 
out for which the formation of a Commission was also sugcstcd. 
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The Committee views with great concern the growing number of 
eases/writs/references in the various courts of the country and 
reiterates its earlier recommendations for the containment of 
litigation since this not only represents experu!iture of money but 
also an avoidable diversion of departmental energies which could 
be better utilised for revenue collection". 

14. In their action taken reply, the Ministry of Finance have stated as 
follows: 

"The Central Board of Direct Taxes is aware of the need for 
adopting a selective approach in filing appeal. and allO for 
ensuring that appeals, referencc!l or Special Leave Petitions are not 
filed in respect of issues already settled/concluded by earlier 
decision of the Court. The Board has issued Instruction No. 1493 
dated 18.11.82 (F.No. 279/189182-ITJ) that the orders of the 
Commissioners of Income Tax (Appeals) on questions of fact 
should be accepted by the Commissioners unless the findinp are 
perverse. While emphasising a selective approach in filing appeals 
before the Income Tax Appellate Tribunal, the Board issued 
Instruction No. 1884 dated 16.6.1992 (F. No. 2791212191-ITJ) (Pt.) 
prescribing monthly review by the Chief Commissioners of Income 
TaxlDirector Generals of Income Tax of all appeals before the 
Income Tax Appellate Tribunals filed on questions of fact as well 
as at least 10% of the rem.aining appeals. Further, if any appeals 
were found to be not justified. they were required to be 
withdrawn. 

Recently on 23.1.95, the Board has issued Instruction No. 1921 
(F. No. 279/156194-ITJ dt. 23.1.95) reiterating the need to ensure 
that departmental appeals before the Income Tax Appellate 
Tribunal are filed only after duc care and scrutiny and emphasizing 
the importance of the monthly review of appeals prescribed by 
Board's Instruction No. 1894 dated 16.6.1992 (supra) 

The reports received from the Chief Commissioners of Income 
TaxlDirector Generals of Income Tax reveal that steps are being 
taken to adopt a very selective approach in filing appeals and 
references so as to reduce unnecessary litigation and filing of 
frivolous appeals. It has also been reported that pursuant to review 
conducted according to Board's Instruction No. 1894 dated 
16.6.1992 (supra), the Chief Commissioners of Income Tax are 
directing withdrawal of appcals filed before the Income Tax 
Appellate Tribunal. For cxamplc, the Chief Commissioner of 
Income Tax, Pune and Hyderabad have reported that forty appeals 
and twent¥ two appeals respectively have been directed to be 
withdrawn from the Tribunal during the financial year 1994-95. 
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The recent steps taken by the Department have reaulted in • 
reduction cf the number of appeals filed by the Departmcat • 
wtll u the DSSCSSCCS before the Income Tax AppeUatc Tribunal. 
The relevant details are u below:-

No. of cases instituted by the 
Department 
No. of cases instituted by the 
usessces 

1992-93 1993-94 

44008 

35121 

3960S 

30729 

The number of Special Leave PetitioDi filed before the Supreme 
Court in direct taxes matten also dccrcucd lubstantiaUy from 753 
appeals in ~992-93 to 388 appeals in 1993-94 (these fiJUrca are 
provisional) . 

With a view to simplify law, a number of amendments have been 
made to the Income Tax Act on the basis of the recommendatioDi of 
the Tax Reforms Committee headed by Dr. Raja J. Challaiah. 

Recently. the C~ntral Board of Direct Taxcs bave constituted 4 
Study Groups of the officers of the Income Tax Department to look 
into certain complicated provisions of the Income Tax Act. Nec:euary 
action shan be taken after processina the recommendations of these 
groups." 

IS. 10 contlln Ul1&atlon and obtain early dlIpouI of CUll Ia the HIP 
CourtslSupreme Court, the Committee Ia their Tbirteentb Report 
reiterated their recommendation made'ln their Tenth Report for formatloa 
of a Commission for slmpUftcatlon of Income To Laws. 1be M1n1Itry 
Instead bave constituted four Sludy Croups of the OftIcen of the IDeoaIe 
To Department to lovk Into certain compUca .... provlslODl of the IDeume 
Tax Act" The CODunUtee feel boweYer, tbat the MlDJatry Ibould DOl IOIeIJ 
fall back on dep~rt&Dental resources to take eare of tIJ.la ....., ... problem bat 
mould abide by the recommendation made by tblI Committee about 
~format!QR of a Commission coaslilin •. of experts froID ftI'lou IIeIdi to 
Iqlesl remedial measures. The Committee expect that such • COmm ........ 
WOuld come into existence without further delay and with • apedfIe maadate 
an:! time schedule. If need be the Study Groups formed by the CBDT may 
M co-opted suitably lr.to this CommJulon. 



CIIAPTEIl U 

RECOMMENDATIONSIOBSERVAnONS WHICH HAVE BEEN 
ACCEPTED BY TIlE GOVERNMENT 

Recommendation (51. No~ 'l 
The Committee note the regret tbat tbe pedormanc:c of the Government 

in implemcntation of the proposal for modernisation of CNP, Nuhik 
which was mootcd in 1989-90 has been mOlt diaappointinJ. The Committee 
is ~istr~sse<l to note that it took mo~e Ulan S yean to pen~a~ t~e RBI to 
procure the required machines and lease them to CNP. The Committee 
also noted with surprise· that even the RBI failed to viaualiJe the urseDCY 
and need of procuring sucb machines and took a long time to entering into 
a contract for the delivery of such machines when it was within its 
knowled,c that the productioD capacity of the two note printing PJCUCI 
together could not meet its demand for fresh notes and it had been 
pumping into circulation reissuable soiled/tom notes. 

The Committee further regrets to note that there was an understandinl 
with RBI that thc\ expenditure on account of civil construction and 
procurement of auxiliary machines indi,enously should have to be met by 
CNP and it was with a view to meetinJ that requirement, the Press had 
been making Budget provisions but because of inordinate delay· in 
finalising the contract for delivery of machines the projected provisioDl 
remained underutil:sed for the last five years. Takine all these factors into 
consideration, the Committee cannot but hold the GovemmontIRBl 
responsible for_this unfortunate state of affairs and disapproves of the 
delay in awarding th~ contract, which has resulted in cost escalation and 
fall in P!Od~ction of the Prcss t The Committee would like to .emphuise 
that it is. not only the formulation of the proposals or schemes ~ut alSo 
their actual and timely implementation which really matters in the fin~ 
analysis. 

Tile Committee, therefore, recommend that a time bound programme 
for. implementing the remaining phases of the integrated project proposal 
of the modernisation programme of the Currency Note Press, Nashik 
shouJd be drawn up and the same should be ctolCly monitored to avoid 
ful1her cost and time overrun. 

Reply of tbe Gove ........ , 
AU the machines meant· for modernisation of Currency Note Prea, 

Nashik, for whi-;h orders have becn placed by Reserve Bank of India, on 
MIs Dc La Rue Giori, will bc receiv'cd by the Press by end of March, 
·1977. The Ministry of Finance has prepared en Action Plan for monitorin, 

9 
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the modernisation programme of CNP, Nashik, including the aspect of civil 
const:uction. As per this Action Plan, the entire work of modernisation 
programme of CNP will be completed by the end of 1998. 

{Ministry of FiJIMce, Department of Expenditure, O.M. No. 1101315195-
Pari, dated 1 November, 1995] 

Recommendation (SI. No.8) 

The Committee notes with concern that the financial position of RRBs is 
deteriorating and the losses incurred by these banks have been increasing 
year after year. Out of 196 RRBs, 172 RBs had incurred losses during the 
year eAding March 1993 and 171 banks had incurred losses during 1993-94. 
The aggregate accumulated losses of all RRBs as on 31.3.1994 are 
Ri. 1302.53 crores. 

What causes even a greater concern to the Committee. in regard to the 
experiments OIl RREs. Is the fact that without even waiting for getting the 
results or the experiments on the performance of the 49 RRBs selected for 
the purpose during 1994-95 (though none from Tripura). The Government 
have taken a ha!.ty decision and provided Rs. 300 crore for cleansing the 
balance sheets of an additional set of approximatcly 50 RRBs during 
1995-96. The Committee is of the view that cleansing of balance sheets and 
infusion of fresh capital alone will not solve the problems of RRBs which 
arise because of inefficient and poor working. narrow margin on advances 
owing to the pattern prescribed high establishment expenses. mounting 
overdue. poor recovery performance and above all. lack of accountability 
of these concerned. The Committee, therefore, recommend that the Govt. 
should make every effort to bring in improvements not only in the overall 
efficic'lcy in their functioning but also in their profitability through 
effect:'/e delivery including utilisation and recovery, strict enforcement of 
accountability at the senior level and strict monitoring. The Committee is 
conccrncd to note that the major weakness afflicting the RRBs has been 
the eontinlled poor recovery percormance of most of the banks in the 
process turni .. g a large number of their loan accounts into non-performing. 
The Commitiee. therefor. would strongly recommend that every possible 
efforts slwuld be made' to recover the loans from the defaulters, for which 
the support of village panchayats may also be elicited. 

Reply of the Government 

Th,: problems faced by RRBs have been receiving the c()ntinuing 
attention of the Governm~nt. The concerns expressed by the Committee 
and the \\'('aknesses identified by the Committee have been suitably 
communicated to the R.D.I. and NABARD in order to ensure that they 
reeeh every c:udul consideration by these two organisations as well as by 
the Expert Grour set up by the RBI to go into the problems of RRBs. 
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2. In this connection it may be stated that the RBI has constituted an 
Expert Group with the Chairman and Managing Director of Syndicate 
Bank as its Chairman, an Officer each of Government of India, RBI 
NABARD, Bank of Baroda, Oriental Bank of Commerce, Syndicate Bank 
and Canara Bank as well as the Chairman, Gorakhpur Gramin Bank as 
members of the Group. The Group has been set up to report progress in 
the exercise of re-structuring of RRBs at quarterly intervals and to make 
recommendations on policy issues on an ongoing basis. At a meeting of the 
Expert Group, the performance of 49 RRBs was reyiewed and on the basis 
of provisional data available for 1994-95 in respect of these 49 banks, it 
was noted that 26 RRBs. have improved their performance. Of these 12 
have increased their profits, 41 have decreased their losses and 3 earlier 
loss making banks have earned profits during the year. 

3. RBI has taken several steps to enhance the viability of RRBs. RRBs 
have been allowed to lend to non-target group to the extent of 60% of 
their fresh loans. They have been allowed to take up non-fund business 
like issuance of guarantees and opening of lockers. They have also been 
allowed to relocate loss-making branches. Select RRBs have been freed of 
their obligations under service Area Approach, it is also expected that the 
additional equity made available to select RRBs would enable them to 
increase their working funds and to improve performance expeditiously. 

4. As identified by the Standing Committee, the RRB's' have basic 
problems which c~n not be solved by mere cleansing of balance sheets and 
infusion of fresh capital. Problems such as the inefficient and poor working 
of some of the RRBs are being gone into. Each RRBs is required to 
prepare a development action plan to ensure gradual improvement in its 
financial position. In addition, Memoranda of Understanding have been 
signed between the selected RRBs and the respective sponsor banles 
indicating well defined targets relating to various financial parameters. 

5. As rightly noted by the Standing Committee, the high establishment 
expenses constitute one of the major prohlems of the RRBs. Following the 
award of the NIT which provided for equating the pay scales in RRBs with 
the pay scales in sponsor banks, as against the statutory provision which 
provided determination of pay scales with due regard to the pay scales 
relating to the posts in the State Government, the establishment expenses 
of RRBs have increased considerably. This can be offset only by improved 
working results and this area is being attended to on a continuing basis. 

As far as the problem of mounting overdues and poor recovery is 
concerned, banks are being advised to examine, with reference to the 
recommendations of the Standing Committee, the manner in whieh the 
support of village panchayats can be utilised in each State. It is expected 
that if village panchayats, with their representative character, are actively 
associated both at the time of lending as well as at the time of repayment, 
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the problem of overdues could be considerably reduced and recovery 
would be rendered easier. 

[Ministry of Finance, Department of Expenditure, O.M.No. H-11013/5I 
9S-Parl, dated 1 November, 1995] 

Recomme ..... tIon (SI. No.9) 
The Committee is distressed to learn that the level of non-performing 

assets of the 19 Nationalised banks in absolute terms as on March, 1994 
stood at RI. 19676.04 crores in their domestic operations and Rs. 4065.11 
crores in respect of their overseas operations. Out of Rs. 19676.04 crores, 
RI. 1~.49 crores belongs to priority sector and RI. 9311.55 crores 
belongs to non-priority sector with reference to their domestic operations. 
While the Committee is saddend over the colossal loss of public money on 
the one hand and no distinct improvement in the financial results of ·the 
nationalised banks on the other, it feels that the task of writing off loans 
and entering into compromises will need to be done with a lot of care and 
circumspection for which the Government will have to be fully 
accountable. In this connection this Committee would like to be apprised 
at regular intervals of the data relating to such write offs etc. so as to form 
an opinion as to where the default lies. 

Reply or the Government 

The details of bad debts written off by the nationalised banks during 
1991-94 is indicated at Annexure (I) 

2. The data is updated annually. 

[Ministry.of Finance, Department of Expenditure. O.M. No. H-l1013/51 
95-Parl. dated 1 November. 1995] 

Recommendation (SI. No. 13) 

While the expenditure on tJte maintenance of the Commission has been 
rising steadily from an actual of Rs. 1.55 crore for 1993-94 to Rs. 1.75 
crore proposed for B.E. 1995-96, so have been the number of pending 
cases which have been admitted. While the Committee appreciates that the 
Commission has to satisfy many judicial requirements before dcciding case 
which generally involves complex investigations relating to several 
assessment years, if feels that enough is n~t being done to spLcd up the 
coUection of Revenue. As a matter of fact the Settlement Commission has 
turned out to be a tax haven for assessees since the disputed amount.of tax 
does not have to be deposited. The Committee wishes that the Govt. 
devotes serious thought to this issue to streamline the functioning of the 
Commission to optimise revenue collections. The Committee would also 
like the Government to assess as to how much revenue is locked up in case 
that ue pending for admission as well as those which have been admitted 
and JOin, on for yean so as to rationalise the working of this body. 
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Reply 01 the GOYenlllH!llt 

At tbe end of the year 1994-95, a total of 71S cases were pending for 
admission and 1715 admitted applications were pendin, for final 
disposal. At againat theae 82S cues were pending. for adm_ion ad 
15404 admitted cases were pending for disposal at' tbe end of tbe year 
1993-94. Against a total disposal of 455 cues durin, tbe year 1993-94, 
the disposal of cues during tbe y.ar 1994-95 wu S09. Wbile eDIUring 
compliance witb the procedure of law. the Commission hu to UDdertake 
complex investi,ations relatin, to several useSlment yem in decidin, a 
case. During the lut 2 yean, the Commission bu laid peater empbuis 
on admission of a case since on admission the applicant become. liable 
to pay the additional amoUDt of income-tax payable on the income 
disclosed in tbe application before the Commillion in acxordance with 
the time-limit prescribed under section 245B of tbe Income-tal Act, 
1961. At. against an assessment of income-tax liability to the tUDe of 
Rs. 1915.67 lakbs in respect of applications disposed during 1992-93, the 
income-tax liability in respect of cases disposed ~urin, 199J.94 was 
Rs. 6687.87 lakhs. Similarly, as against additionaf liability in respect of 
wealth-tax to the tune of RI. 781.68 lakhs during 1992~93, the liability 
adjudicated during 1993-94 was Rs. 3262J83 lalebs. These fiaures sbow 
that the Commission is playing an important role in realisation of 
revenue. However, the Government is taking all possible steps includinS 
timely filling up of vacancies, monitoring of pendencies and provision of 
infrastructure support for augmenting disposal by the Commission. Till 
such time as an admitted appDcltion is not finally disposed of, tbe 
revenue implications cannot be worked out. However, tbe Government 
has laid emphasis on the disposal of older cases on priority bois in 
order to reduce the time gap between admission and final disposal of 
cases by the Commission. 
[Ministry of Finance, Department of Expenditure, O.M. No. H-llOIJ1S1 

95-Parl, dated 1 November, 1995] 
Recommendation (SI. No.1.) 

The Committee is not at all happy with arluments and analysis 
offered by the Deptt. of Revenue. attributing 10 much SUcx:ell to tbil 
Scheme. Successive Reports of this Committee, the PAC and the 
CclAG of India have pointed out so many deficiencies in the workin, 
of this scheme about which no taction has been taken by the 
Government so far. The Department claims to have generated a surplus 
of Rs. 7.03 crore for the Government over the period from 
1.10.86-31.12.94 by making a simplistic: calculation in arlthmatic, 
ignoring completely the time value of money and the cost of capitil 
employed. Repeated recommendations of various Committees to 
introduce an element of objectivity and transparency in the valuation of 
properties and a150 to raise the limits of Section 269UC of tbe 
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Income-tax Act, 1961 to more realistic levels, at least in the metropolitan 
cities, have ~ far not been attended to by the Deptt. of Revenue. 

The claim of the Deptt. that the working of this Scheme has led to a rise 
in the prices of real estate is really astoundiDi. As a matter of fact the 
limits prescribed are so low that the sellers and buyers of properties are 
lorced to supress the declared consideration to rediculous levels, so as to 
avoid clearances required under the law, leading to heavy loss of stamp 
duty for the Government. The Committee feels that higher stamp duty 
collection, if any, is due to the market forces and other factors etc. and not 
due to the operation of this scheme. 

This Committee feels that it is high time that this Scheme was given a 
thorouah examination in the lilht of recommendations given in its Tenth 
Report. 

Reply of the Government 
In the period from 1.10.1996 to 31.12.1994. total expenditure on 

purchases of 971 properties has been at Rs. 451.45 crores. Out of these. 
611 properties were sold and realisations from such sales have been at 
Rs. 458.48 erores. The surplus of Rs. 7.03 crores represents the excess of 
incoming over out-going in the Government account. This surplus would 
further go up with the sale of remaining properties which were available 
with the Government as on 31.12.1994. 

2. An exercise has also been made to ascertain surplus to the 
Government if interest at 13.53 p.a. for the period for which the properties 
were in possession of the Government is also taken into account. The 
result of this exercise indicate that only in 36 cases of properties. the sale 
price has been less than the cost price and interest. 

3. The recommendation of the Standing Committee for raising of the 
limits for the applicability of the scheme of pre-emptive purchase of 
immovable properties has .already peen accepted by the Government and a 
notification S.O. 636(E)-dated 12.VJ5 (copy enclosed-Annexure II) has 
already ~en issued on this point. The other recommendations given in the 
10th repor.t of the Committee arc also receiving attention of the 
Government. 
[Ministry of Finance. Department of Expenditure, O.M. No. H-llOl3/5/ 

95-Parl, dated 1 November, 1995] 
Recommendation (SI. No. IS) 

The Committee would like to see that the Rewards are authorised in 8 

rational and transparent manner after due deliberation at a sufficiently 
high level, eliminating the possibility of .fraud or misappropriation as has 
been reported recently in some cascs. 

Reply of the Government 
In the. Directorate of Revenue Intelligence rewards are sanctioned by the 

competent authority as per the powers delegated by the Government of 
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India from time to time in the Reward Rules. The monetory limits for 
sanction of reward to informers and Govt. 'servants are as under:-

1. 

2. 

3. 

4. 

5. 

6. 

SanctiOD of 
Delignation of officers! Monetary limit of Iodividual Oovt. 
Constitution of Committee reward to aervant. 

Director General 
Revenue Intelligence 

Add!. Director General. DRI 

Deputy Director. DRI 

Committee comprising DGRI. 
DPO and ADG. DRI 

Committee compriling DGRI. 
ADG. DO. DRI 

By the Board (CBEC) in case of 
exceptional nature on DGRl's 
recommendations. 

Informer 

R,5. 20 lakhs 

Rs. 10.0001-

Rs. 50001-

In excess of 
lakhs 

Rs. 10.0001-

RI. 5.0001-

RI. 2S()OI-

Rs. 20 

In excea of 
Rs. 10.0001- upto RI. 1 
lakh 

In excelS of RI. 1 lakh 

(1) Each' and every case of reward is carefully examined by the 
competent sanctioning authority who 'strictly adhere to the guidelines while 
sanctioning rewards. . 

(2) Appropriate precautions arc taken to ensure rewards are sanctioned 
after due the deliberation regarding rolc played by proposed receipient of 
reward. These delcbcrations arc at various levels and are scrutinized at the 
appropriate level in the Directorate of Revenue Intelligence. A Committee 
of very senior officers scrutinizes the role played for sanction of reward 
beyond certain monetary limits as stated in para (2). Nature of the 
information if any. role played by the informer and the officers are duly 
appreciated and the reward sanctioned and disbursed are duly recorded. 
Representation. if any, arc promptly attended to and are examined in the 
light of case records and records of rewards sanctioned/disbursed. Thus 
rewards are authorised in a rational and transparent manner. A proper 
record management system and delegation of power for authorising 
rewards at very high levels a!: well as strict administrative accountability 
preclude possibility of fraud or misappropriate in granting rewards. No one 
has so far pointed out misappropriation of the reward in the Directorate of 
Revenue Intelligence. 

[Ministry of Finance. Department of Expenditure. O.M. No. H-U-1315/ 
95-Parl. Dated 1 November. 1995] 



CHAPTER m 
RECOMMENDAnONM>BSERVAnONS WHICH THE COMMllTEE 
DO NOT DESIRE TO PURSUE IN VIEW OF THE GOVERNMENT'S 

REPLIES 

............ t ..... CSL No. 1) 

While tbe Committee is aware of tbe new Group Life Insurance Scbeme 
of LIe announced in the bOO,et and quite appreciate tbe concern shown 
towards the rural poor. the Committee. however. fear that the DCW 
Scheme may not be able to answer the purpose. bowever. modest the 
premium may be. because of the existence of two DOlt limilu,aucb relief 
oriented Social Welfare Schemes where no premium is payable by the 
iDaured. Since all these Scbemes aim at assisting the poor rural households, 
the Committee. is of tbe view tbat both tbe existinl PASS and LALGI 
Schemes be clubbed to the proposed new Rural Population Group 
Insurance Scbeme (RPOIS) by introducing an element of ICddent 
insurance cover. in it. 

The Committee allo do not find adequate reasons for not augmentinl 
the limit of compensation available under the Hut Scbeme. The 
Committee.. therefore, desire that the amount payable under the Hut 
Scheme should be suitably revised keeping in view the general inflation 
and the income eliaibility limit under the Scheme should also be raised to 
the present poverty line limit. 

Reply ~ 1M GOYerDlllellt 

The foUGWin, poin .. have been made in the above recommendation:-

(i) . The~ is delay on the part of the Government in taking a final 
~w on the future of PASS and Hut Insurance Schemes and the 
acbcmes ue continuins with an element of ad·laociJm. 

(ii) The compensation payable under the Hut Insurance Scheme 
lhould be increued from the present level keeping in view the 
rate of inflation and the income eligibility limit should also be 
raised to tbe present poverty line limit~ and 

(iit) The PASS. LALGI and Rural Group Life InlUrance Sehemes 
(ROLlS) could ~ clubbed together. so that in the ROllS an 
element of accident insurance covera.e could be introduced. 

16 
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2. The Malhotra Committee only recommended that 
"Welfare oriented Schemes of general insur.nce such as 
PASS and Hut Insurance do not involve any clement of 
insurance .......... these Schemes should be traAsferred to 
the Government Authorities concerned." While no final 
view in the matter has emerged as yet, there is no 
adhocism either, in the continuance of these Schemes. 

This has been carefully considered and the Govenment 
has decided not to increase the income eligibility limit or 
compensaiton payable under the Hut Insurance Scheme in 
view of the announcement made by the Finance Minister 
in his Budget Speech regarding introduction of National 
Social Assistance Scheme which provides for an old age 
pension of Rs. 75/- per month to people above 65 years of 
age who are below the poverty line; a survivor benefit 
Scheme to the poor householdo; on the death of the 
primary bread carner, of Rs. 5'<)001-. /I ncw Rural Group 
Life Insurance Scheme (RGLlS) to be implementcd by the 
Life Insurance Corporation of India (LlC) under which life 
cover of Rs. 5,000/- will be provided on payment of a 
modest annual premium of Rs. 60/- to Rs. 70/- depending 
upon the age of entry of the beneficial')' and 50% of this 
premium for one member in every household below 
poverty line will be subsidised by the Central and State 
Governments equally, so that the beneficiary will have to 
pay only the balance 50% of the premium and doubling 
the housing target under Indira Awas yojana enabling 
building 50 lakh rural dwelling units in the next five years. 

Adhocism ill 
rontlnui,., PASS 
and Hut 
IMUraN:~ 
SclwfM8D1f 
tICCO&IlII 0/ 

Malhotra 
Commlttrt 
rtCOtfIIMftdIJ· 
aOM. 

Incmuiltr 
compnullldon 
payabk .. d lite 
incomt' eUBibUity 
limit under Hut 
lruurance 
ScMfM. 

P ASS Scheme provides an insurance cover, against Clubbing 0/ 
aecidential deaths. of Rs. 3,0001- to the poorest of the PASS. LALGI 
poor. both in rural and urban area.~. whose family income a1/d Rurtli 

Group L;/~ from all sources docs not exceed Rs. 7.200/- per annum. Iruura1/ct' 

The entire premium under the S('III'I1H' is borne by the Sch~",e 
Central Government. (RGLIS}. 

Two other Schemes viz. Group Insurance Scheme for Landless Agricul· 
tural labourers (LALGI) and Rural Group Life Insurance Scheme 
(RGLIS) operated by the LIC. ~1Jpplement the aforesaid PASS Scheme. 
LALGI provides insurance cover of Rs. 2,000/- in the event of death of a 
landless agricultural labourer who is normally the head of such a family. 
The insurance cover is both for accidental as well as natural deaths and the 
entire premium is met by the LIC from its Social Security Fund. In the 
case of RGLlS, life cover of Rs. 5.000/· is provided for a moderate 
premium of Rs. 60 /- to Rs. 70/· per annum depending upon the age of 
entry of the beneficiary. A premium subsidy of 50% is' provided by the 
Central and State Governments (to he shared equally) in case of one 
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member of a rural family which is below poverty line. The other 50"10 of 
the premium will have to be paid by the beneficiary. Thus, a beneficiary 
under LALGI can be a beneficiary under PASS Scheme also provided he 
satisfies the requisite conditions. Similarly, there is no bar for a member of 
the RGLIS Scheme to get accidental death cover under the PASS Scheme 
or death cover under the LALGI Scheme provided he satisfies the 
requisite conditions. Thus, while PASS Scheme is meant for both rural and 
urban poor, the LALGI and RGLlS are special Schemes intended only for 
rural poor and will supplement the PASS Scheme in rural areas. Since the 
target groups are different and the Schemes are dissimilar from each other, 
it will not be possible to club them ~together. 
(Ministry of Finance, Department of Expenditure. O.M. No. 11013/5/ 

9S-Parl, dated 1 November. 1995] 
Recommendation (SI. No.1) 

The Committee desires that the Government should run this Scheme on 
commercial principles which are in consonance with internationally 
accepted insurance norms and practices. It is evident from the reply of the 
Government that an amount of only Rs. 114 crores is available with them 
under the Minor Head lO>-.'General Insurance Fund' for payment under 
the five Emergency Risks Funds constituted for similar purposes. The 
Committee apprehends that this amount may be insufficient to cater to the 
claims in case they arise en masse. The Committee. therefore. suggests 
that the eficiency of these insurance Schemes may be assessed thoroughly, 
including the performance of the insurance companies in operating these 
Schemes vis~Il-Vis the administrative expenses incurred in running them. 

Reply or tbe Government 
The following points have been made in the above recommendation:-

(i) Government should run the War Risks (Marine Hulls) 
Reinsurance Scheme on commercial principles which arc in 
consonance with internationally accepted insurance norms and 
practices; and 

(ii) The efficiency of War Risks (Marine Hulls) Reinsurance Scheme 
and Emergency Risks Insurance Schemes may be assessed 
thoroughly. 

WIlT Rub War Risks (Marine Hulls) Reinsurance Scheme is already 
(lIlIrin~ Hillis) run on commercial principles. The premium rates under the 
hW",.IIu Scheme are fixed by the Government in consultation with 
Sdtmw. GIC. The GIC have their contacts the world over and they 

make the recommendations for fixation of premium rates 
under the Scheme after gathering necessary information from 
their overseas contacts. It may be mentioneQ that the normal 
premium rate charged by the Government under the Scheme 
is 0.10"10 as against the premium rate of 0.05"10 bcing chargcd 
by the London Open Market. 

The War Risks (Marine Hulls) Reinsurance Scheme was 
reviewed sometime back in consultation with Gle and it has 
-been amended comprehensively so as to bring the provisions 
of the Scheme in line with those of overseas War Oubsl'Markets. 
The amended Scheme came into force w.e.f. 1.7.1993. 
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As stated earlier in reply to the Standing Committee, 
four separate Acts were enacted with a view'to cover the 
Emergency Risks for sellers/supplicrs of goods and 
owners of factories/undertakings and four separate funds 
were created under the respective Acts with the premium 
so generated. These funds are part of the Consolidated 
Fund of India. All claims under the Emergency Risk 
Insurance Schemes are paid out of the respective Funds. 
Some cases are under investigation. Thc claims in respect 
of those cases, when decided,' will be paid out of these 
funds. The four Emergency Risk Insurance Schemes were 
in force only during the period of operation of the 
proclamation of emergency issued by the President. 
These Schemes are no longer in force now. There is, 
therefore, no need to review the Emergency Risks 
Insurance Schemes. . 
[Ministry of Finance. Department of Expenditure, O.M. 

No. H-l1013/5/95-Parl, dated 1 November. 1995] 

Recommendation (SI. No.3) 

It is distressing to note that the Government took 10 long years in 
sanction.ing the additional manpower required for the Security Paper Mill 
which was modernised in 1983. 

What is more distressing is that the further action for proper positioning 
of additional manpower sanctioned in October 1993 is still on hand. It is 
strange that the installed capacity of the Mill remained under utilised for 
the last so many years due to want of additional manpower while scarce 
foreign exchange resources were being utilised for import of currency bank 
note papers. The Committee fecIs that this is a clear case of improper 
planning, lack of foresight and inordinate delay in taking decisions. The 
Committee, therefore. is of the 'view that it is of utmost importance that 
such delays are investigated and proper responsibilities fixed. The 
Comniittee also desires that the Government should, without any further 
loss of time, take necessary action for proper positioning of additional 
manpower required for full capacity utilisation of the MiD which would 
reduce expenditure of scarce foreign resources on import of bank note 
paper. 

Reply of t~ Government 

The Security Paper Mill, Hoshangabad. which manufactures paper for 
printing currencylbank notes. was modernised in 1983, to increuc its 
installed production capacity to 6000 MTs (achievable capacity 5737 MTs 
for 349 days working in a year) After modernisation. new norms of 
production manpower requirement. incentive scheme. etc. were to be 
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introduced. For this purpose, an engineering consultancy firm, IBCON 
were appoipted~ IBCON recommendations could not be implemented 
because of its Don acceptance by the workers. Due to the intransigent 
attitude of the workers, the Mill had to be put under ESMA for about two 
years. However, in 1987, a tripartite agreement was signed and as per 
terms of the agreement, Government appointed National Productivity 
Council (NPC) to study the manpower requirement, production norms and 
incentive scheme covering all categories of employees in the modernised 
mill. 

NPC submitted its report in December 1988. Since the report had 
suggested creationlupgradation of a large number of posts, its 
recommendations were finally accepted by the Government in October 
1992. 

The delay in aa:eptance of the NPC Report was mainly due to the fact 
that the NPC Report wa5 a bulky document running into 11 Volumes, and 
examination of the same involved consultation with the recognised Union 
as well as other Departments of the Govt. 

The implementation of NPC Recommendation was to be achieved in two 
phases. The anticipated production in the first phase of implementation of 
the recommendations of NPC. was assessed as 4500 MTs and 5500 MTs in 
the second phase. On implementation of the revised norms of production 
and upgradationlrecategorisation of the workers and the officers, the 
production of finished paper in the Mill rose from 3332.32 MT in 1992-93 
to 3934.91 MT in 1993-94. 

At the time of modernisation. the product mix contained 34% non-
threaded paper (Rs. 1 and Rs. 2 denominations. and the remaining 66% 
was threaded paper (Rs. 5 denomination and above). The average machine 
deckle utilisation then worked out to 96.2% of the available capacity. 

In view of a decision taken by the Government for complete eoinasation 
of Rs. 1, Rs. 2 and Rs. 5 denominations. the product mix of the SPM was 
changed and they are now required to manufacture only threaded paper of 
Rs. 10 and above. With this change, the average machine deckle utilisation 
worked out to 94.2% of the available capacity. (Non-threaded paper gives 
higher output as compared to threaded paper). 

In the meantime. because of switching over the maximum production of 
super size sheet paper at SPM, as required by the Currency Note Printing 
Press at Nashik and Bank Note Printing Press at Dewas, the Mill had to 
manufacture only two sheets across the deckle suitable to the super size 
printing machines of BNP/CNP. Earlier. the Mill was manufacturing three 
shects across the deckle. Whereas they are now getting only 2 sheets across 
because of the changed requirement of the note-printing Presses. This 
resulted in loss of production to the extent of nearly 20%. Thus, there has 
been direct reduction in the installed capacity of the Security Paper Mill 
from 5500 MTs envisaged in NPC Report to 4400 MTs per annum. 
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Besidea, lOme of the newly created posts on the basil of NPC 
recommendation could not be fined in immediately .inee the recniitment 
rub for lOeb poitl were to be framed/notified in coDlultation with the 
Deplrtment of Penonnel, UPSC and the Ministry of Law, Hence, there 
wu leuer production than anticipated. 

The lou of production in the Security Paper Min, WH, therefore, due to 
facti explained above. There was no improper planning or lack of 
foreliaht. 

[Ministry of Finance, Department of Expenditure, O.M. No. 11013/5195 
dated 1 November, 1995] 

Recommenatlon (81. No.4) 

The Committee note with concern that in spite of increase in 
expenditure on payment of overtime allowance from RI. 908.53 lakha in 
1991-92 to as. 1335 lakhs in 1994-95. there has been no corresponding 
incre..,:. in production performance of the India Security Press Nuik. 
There has been rather, a decline in its perfonnance over these yean. 
There has been a fall in production of the Press ill 7 out of 14 items during 
1992-93, 11 items in 1993-94 and 12 items in 1994-95 (upto December, 
1994) as compared to the production of such items in 1991-92. Moreover, 
the Securing Printing Press at Hyderabad has also been supplementing the 
output of India Security Press Nasik in respect of postal stationery, inland 
letter cards and match excise bandrolls. . 

The Committee is equally concerned to note that despite higher 
provisions made in the budgets for acquisition/replacement of machinery 
and equipments, there has been a constant underutilisation of luch 
provision during the last three years thus depriving the Press from 
improving its efficiency. The above facts reveal a very unhappy state of 
affain in the Press and cast a reflection on its efficiency. 

The Committee desires that the Government Mould conduct a 
comprehensive work study for ascertaining proper manpower reqQirement 
and efficient deployment of the existing manpower With a view to achieve 
optilOai utilisation of ita capacitx and ,educing non-plan expenditure. The 
Committee would also like the Minist!}· to monitor closely to eDlore 
implementation of the acquisition/replacement. piQpOsaIs of the lQachinery 
and_equipmcnt . of the PreIs for Incre~i.. ita efficiency. and for ~hich 
budlctary provisions are made. 
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Reply of tbe Government 

Although the sanctioned strength of ISP has remained the same from 
1991-92 to 1994-95 (in fact during this period the Press has been always 
operating at a strength less than the sanctioned strength) tbe Press has not 
only been able to show a substantial increase in the annula value of sales 
between 1991-92 and 1994-95 (from Rs. 65.17 crores in 1990-91 to 107.49 
crores in 1994-95) but also improvement in value of sales have been 
maintained from year to year. 

Sanctioned Actual Strength on 
Strength 

1.4.91 1.4.92 1.4.93 1.4.94 

Officers 76 62 63 64 61 

Staff 1206 1115 1122 1109 1112 

Workmen 6650 6447 6408 6317 6178 

V ALUE OF ANNUAL SALES & PROFIT PERCENTAGE 

1987·88 88·89 89·90 90·91 91·92 92·93 93·94 94-9S 

Sale. (in crorcs) 41.62 46.34 54.44 65.17 82.56 . /105.11 104.13 107.49· 
(Provilional) 

Profit % (+) -10.59 -15.39 -1.41 -7.06 +12.89 +15.59 +9.39 
Loss (-) 

• Expenditure figure for 1994·95 is under scrutiny before finalisation for working out the 
profit%. 

It will thus be observed from above that while the Press was 
runn\ng at a Loss from 1987-88 to 1990-91, the Press with the same 
sanctioned strength and actually with reduced actual strength has been able 
to show profits during all the years from 1990-91 to 1994-95 and also has 
been able to improve upon the annual sales value of Rs. 65.17 crores 
in 1991-92 to Rs. 107.49 crores in 1994-95 maintaining the improvement 
year to year. 

As regards production figures of 14 items it is pointed out that the 
figurc& quoted arc for 1st 3 quarters only for the year 1994-95 and did not 
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contain the figure representing rated annual capacity of the Press for the 
items. Therefore for correct comparison we are reproducing below the 
chart with the above said corrections/inclusions:-

(Figures in crores) 

51. Items Annual Production figures for the year 
No. production 

capacity of 
the Press 

91·92 92-93 93-94 94-95 
(upto 

31.3.95) 

1. Post Card 55.00 66.41 65.10 65.28 85.53 

2. Ordy. Envelopes 20.00 17.33 21.06 21.36 18.80 
3. Regd. Envelopes 0.80 0.94 0.88 0.83 0.83 
4. Inland Letter 72.00 63.61 57.04 55.48 27.40 

Cards 
5. Green Envelopes 4.00 3.65 3.92 0.93 1.66 

& Forces letters 
6. Aerogrammes 3.00 3.82 4.97 2.85 3.75 
7. Non-judicial & 8.69 10.68 11.63 9.03 9.13 

Allied Forms 
8. M.I.C.R. cheques 5.86 3.32 3.45 3.24 3.43 
9. Non·MICR 2.70 1.78 2.15 1.38 1.91 

cheques 
10. Pass Identity 0.50 2.20 0.03 0.49 0.01 

Cards 
11. Misc. Security 8.79 8.48 5.83 4.10 8.07 

Form 
12. Public Service I 3.50 4.67 3.99 3.04 3.96 

Comm. Postage 
Stamps 

13. Non-Postal Adh. 2.00 1.21 1.10 1.30 1.37 
Stamps 

"14. Passport Visa 0.17 0.21 0.32 0.33 0.26 
Sheets 

2. It will be observed that out of 14 types of items listed above in respcct 
of 6 items (Sl. Nos. I, 3, 6, 7, 12 & 14) the productions have been much 
above the rated Annual capacity of the Press and in case of further 4 items 
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like SI. Nos. 2, 8, 9, 13 the production has been maintained at coDliltent 
level throughout all these yean at a level Ilightly below their full capacity 
because some pQrtion of production capacity of these itelDl hid to be 
shifted to boost the production of items at SI. 1,3,6, 7. 12 cl 14 as thcIc 
were getting high priority by Customers and thereby the preu requirocl to 
achieve production much above their corresponding installed capacities. 
This could be done only at the cost of some items. 

In case of further 2 types of items at SI. Nos. 10 and 11 it is pointed out 
that these have been graded by the Ministry as LowlNon-Security iteJDJ 
and it was considered tbat because the capacity at I.S.P. w .. under leveR 
pressure because of indents for a large variety of ICCUrity items from 
varjous Government Departments! Agencies therefore in view of the 
limited capacity and to avoid huge supply-dema~ fmbalan.CCI.in respect 'of 
hi,h security items tbese low/non-security items listed at SI. -'NOI. 10 cl 11 
were to be phased out and it was planned to stop printing of tbeIe items 
by in 1990. It will be observed from the above production Chan that 
despite this decision, the ISP had been continuina to supply these items 
because customers coqld not establish other sources while we were 
required to increase the' production of high priority items stated above and 
this has led to not meeting the full production capacity in the shortqe 
areas reflected in the chart. 

It is pointed out that the Press has a regular work load of printing and 
supplying more than 1200 items and the capacity for all these 1200 items 
are grouped under these 14 groups of items listed above. 

Even most of t .. ese 14 items listed above consist of several sub-items of 
their own e.g. (Jostcards (Single & Reply): M.I.C.R. Cheques (of 6000 
types): N.J. Stamps (14 denominations): N.S.C. (5 denominations) K.V.P. 
(Seven denominations): I.V.P. (Five denominations): Revenue Stamps of 6 
denominations and regular postage stamps of 12 different denominations. 
The allied forms grouped in the capacity of N.J. Stamps includes 10 many 
items like Hundi Stamps, Bonds, Impressed Court Fee Stamps. Copy 
Stamps, et~., the M.I.C.R. Plant, apart from printin, MICR Cheques, bu 
also to do .the encodinl of other items like Indian Postal Orders. I.T.R.O. 
forms, R.B.!. Drafts etc. 

The production pattern for each year varies according to the indents 
received from about 1,OOO.lndentors and these are mostly not uniform. 
Moreover. most of the I~dentl are not annual 'but ~ither qua~rly .or six 
monthly with substantial imbilancCs from quarter to quarter. This also 
~ to, loss of .utilisation of full production capacity. 

In order to ~l1\mQdate and supply items beyond our capacity level. 
the production of some of the items had to be ~urtailed and such facilities 
shifted to priority items for exaDlpl~--$inc.e 1991-92 the requirement of 
Ministry of External Aff-airs for Passports and other Travel Documents 
have increased lubstantially to about 30 lakhl per year as .,ainst our 
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annual rated capacity of 17 laldlS per year. Due to this production of 
lleveral items included in the 14 items Hsted aboVe, had to be'rcatricted tp 
below capacity level for tbe time being to meet the requirements of 
pauportl and travel documents for Ministry of External Affairs. tin suitable 
automated machinery for production of Puaport Booklets to tbis level 
could be installed and broupt into operation. Furt~er, tbe requirements of 
post cards and items like Non-Judicial Stamps etc. have alia lone up 
substantially and because of Public demand we are trying our belt to 
produce such items as much as we 'can beyond the rated capacity of the 
Press at the cost of lOme of the 14 items lilted. 

Further, within this total capacity created under these 14 iteml the Press 
bas accepted prestigious export orders like Postage stamps for the 
Government of Nepal, Revenue Stamps for the Government of Bhutan, 
etc. which has necessitated the Press to supply such export items at the 
cost of lOme of the 14 items mentioned above. 

Every year this Press has to accept ncw jobs to be supplied on priority. 
This not only consumes capacity and facility of these 14 items but also 
leads to loss of production of the said 14 items due to interruption in the 
production lines. 

It is pointed out that during the period in question I.S.P. had been 
entrusted with as many as 9 types of new postal stamps + 20 new items for 
non-pOstal ifems such as-K.V.P. for Rs. 50,0001- I.V.P. and K.V.P. for 
Rupees One crore. High Vaiue Non-Judicial stamps of 4 types, Jumbo 
ordinary International Passport Booklets, Jumbo diplomatic International 
Passport Travel Passes for Indo-China Border Trades, Travel Passes for 
Indo-Myanmar Border Trade, Exim Scrips, Clip Indentity Cards for 
Border States, Visa Stickers, Gold Bonds. etc. Further such items are 
mostly required to be supplied on top priority which has adverse effect on 
production programme. 

On many occasions due to delay on the part of the Indentors for placing 
the indents on time as well as placing further supplementary indents much 
later during the year (due to their non-proper and non-timely assessment 
of demands) we get indents late and also in several batches and to ensure 
supply of these items the production schedules have to be broken and 
altered which leads to loss of production. 

On many occasions ISP have also to effect supplies to different indentors 
after their serial order of supply is drawn up and the production schedule 
finalised. ISP have to alter such computerised production schedule to 
accommodate change in the prioritcs by the in den tors which is beyond our 
control and leads to loss of production. 

AS regards increase in the expenditure of payment of overtime 
allowance between 1991-92 and 1994-95 it is pointed out that from the 
above it will be appreciated that pr~uction in both quantum and as well 
as in value has substantially gone .up from 1991-92 to 1994-95. Further the 
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increase in overtime from 1991-92 and 1994-95 with yearwise increa~ vis-a­
vis the actual strength of the factory and the vacancies are given below:-

Year O.T. Allowance Actual Strength Vacancies 

1991-92 9,08,52.629/- 6447 196 
1992-93 11,44,45,694/- 6408 286 
1993-94 12,79,63,4781- 6317 532 
1994-95 13,22,66,0881- 6178 525 

From this it will be observed that the annual ratc in thc valuc of 
overtime working has been on the average betwccn 10% to 12% and it 
transpires that this increase in O.T. amount is practically due to increase in 
basic pay, DA, etc. 

It will be observed that while the value of ovcrtimc working bctwecn 
1991-92 and 1994-95 has gone up by a total of Rs. 4.1H crores the increse 
in the value of sales and the production has gone up by Rs. 24.93 crores. 

It is further pointed out that during this period. production of passport 
booklets had to be increased from 17 lakhs a year to about 30 lakhs a ycar 
i.t., from 6000 booklets per day to about 12000 booklets per day. in the 
absence of any added facilities. This had to be achieved by working extra 
hours by about 500 employees including tcchnical and control and 
supporting staff, etc. which has also contributed to this increase in the 
overtime figures. It is expected that once the new Automatic Passport 
Booklet Machine is installed in ISP and goes into production. the overtime 
reduction to that extent will be possible. 

[Ministry of Finance. Department of Expediturc. O.M. No. H-11013!5! 
95-Parl. dated 13 December. 1995] 

Recommendation (SI. No. 11) 

The Committee is of thc view that this Directorates is not recciv~ng the 
attention that it deserve in discharging thc very significant work that is 
assigned to it. Proper policy formulation cannot be carried out unless 
accurate dala leading to a good management Information System is 
available. Fine Tuning of Direct Tax Laws can be done only when thc 
effect of their functioning in the field can be quickly asccrtaincd at the 
aggregate level. It has been the experience of the Committee that accurate 
information in respect of various fiscal and revenue paramci'crs was not 
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readily available with the Department and there were wide variations in 
figures supplied including diffcrcnccs in nomenclatures adopted by 
different field formations. The Committcc appreciates the difficulties of the 
Department where the records/register/returns are largely maintained 
manually. The Committce notes that the computerisation initiated in 1984 
has not been highly successful and that the Research and Statistics Wing is 
now embarking on a comprehensive eomputcrisation programme. The 
Committee would want that this Directorate should be accorded the 
highest priority within the orgaRisation. including allocation of higher 
outlays if necessary. so that this Directorate becomes a model for 
computerised working for achieving the objective of maximisation of 
Revenue. 

Reply or the Government 

The Government has already sanctioned procurement of computer 
hardware. software and accessories at a cost of Rs. 4.77 lakhs in 
November. 1994 which was susequcntly revised to Rs. 6.79 lakhs in March. 
1995. With the installation of above computer equipment. the functioning 
of printing and publication of Directorate of Income tax (RSP&PR) will 
improve considerably. In so far a!> the Research & Statistics Wing is 
concerned. a proposal to augment the existing computer system at a cost of 
Rs. 17.00 lakhs to provide pentium hased Computer server pes and the 
latest State of Art Software. is under active consideration and is likely to 
be sanctioned shortly. With the proposed upgradation of the existing 
computer systcm in R&S Wing of the Directoratc. thc Management 
Information System will be itnproved. 

2. It is further added that the Income tax Department has embarked on 
a comprehensive eomputerisation plan in the three metropolitan city CCIT 
regions of Delhi. Bombay and Madras. This covers all tire main areas of 
work of the Department. For this purpose the application areas cover: 

(a) Assessee Information System (PAN); 
(b) Assessment Information System: 
(c) Tax Deduction Information System; 
(d) Tax Accounting System; 
(e) Individual Running Ledger Aecount System; 
(f) Enforcement Information System: 
(g) Man~cmcnt Information System: 

Thc Managemcnt Information System at (g) will bc a by-pro~uct of the 
first six applications which will help the Department in monitoring. tax 
planning & legislation and research. All statistical reports etc. presently 
bcing compiled by the Directorate of RSP&PR wiII be the reports 
generated by the system. The data generated would be accurate and 
complete in rcspect of work done 011 computcrs in the field formations. 
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3. Till the time all tbe ccntres in the country are covered by the 
comprehensiye computeriJation. the Directorate of Income-to (Research. 
Statistics, Publication and Public Relations) will have to continue the 
compilation of the statistics on the proj;osed bardware. software and 
accessories as mentioned at para 1 above. 

(Ministry of Financc. Department of Expenditure. O.M. No. H-llOl31S1 
9S-Parl., Dated 1 November, 1995) 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS IN RESPECJ' OF WHICH 
REPLIES OF THE GOVERNMENT HAYE NOT BEEN ACCEPTED 

BY THE COMMITIEE 

RecGIIIIIItDdatl (SI. No. 5) 

The Committee noted witb surprise that tbe workers of tbe Central 
Stamp Store, Nuik were put on extended overtime houri just to despatch 
the finisbed products of the india Security Press, thereby incurring buge 
expenditure on account of overtime allowance year after year. The 
Committee f8i1a to understand why tbe work of despatches could not be 
disposed off during the normal working hOUri. The Committee does not 
regard the existing arrangement as satisfactory and cannot but bold the 
DepartmentlManagcment fuUy responsible, for not effectively monitoring 
and curbing the tendency of late disposal of work and that too whctn is 
happening year after year. The Committee, therefore, recommend a 
tborough reorientation and streamlining of the administrative machinery 
a10ngwitha comprehensive review of the work presently undertaken by the 
Central Stamps Store with a view to improving the administrative 
efficiency and to minimise such expenditure, including, if necessary 
running of three shifts, each of eight hours and providing additional 
employment in the process, rather than the present heavy dependence on 
OTA. 

Reply of the Government 

The Central Stamp Depot (eSD) is not only working as a Despatch 
Section for all products printed at India Security Press (ISP) but also 
receives all the indents, that too. mostly quarterly and six monthly indents 
from over thousand indentors. They have to collate this huge information 
from so many sources and consolidate them into item-wise print orders 
before ISP can plan production and produce these items. ~or~over, they 
have to prepare the despatch documents and bills alao which runs in 
thousands. eSD has to prepare such bills, forward these to. the Indentors, 
and keep track of the bills etc. and expedite/organise receipt of payments. 

Despatching of about 90000 boxes and 45000 parcels on an average per 
year by different modes of despatch such as wa~on loads, smaUs by 
railways through post parcels, and personal delivery of priority items are 
itself a huge task. In appreciation of this workload, even the same bours of 
overtime have been maintained for the past so many years between the 
ISP and CSD (actually CSD is a department of ISP like other 
departments). CSD also is required to maintain stocks of finished security 
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item. before despatch (sometimes they have to hold it for a long period) 
and also they have to take up regular periodical stock verificatiorr work 
twice a year for such huge number of items moving constantly. 

As a policy. ISP administration tries to restrict overtime allow,nec to 
barest possible minimum but as will be observed that the quantum of 
despatch (and consequently speed of despatch becuase ~e same increued 
quantum has to be accommodated within the same period) which II 
reflected in the increased value of production from 41.62 crores in 1987-88 
to 88.S6 crares in 1991-92 and more than lOS crores in 1994-9S as 
corrcsPQnding increase in the despatch load and other associated load of 
billin •• indentin •• etc. with the same sanctioned strength haa made wolkin. 
of overtime in CSD in proportion with ISP working unavoidable. 

Further. in many c:&ICS the indentors want immediate despatch of bulk 
items to cater for certain emergent requirement at their end. For example. 
some of the documents which are supposed to be supplied throughout the 
financial year have been required to be supplied in bulk at a stretch in 
view of the urgent requirement by some identon. This.sort of things create 
lot of strain on the normal despatch. Moreover on many occasions items 
like MICR Cheques. etc. had to be supplied evernipt by lpeed post! 
couriers to meet the identon urgent and unforeseen requirement. 

ISP have to meet this increased demand of despatch with actual strength 
which is currently below the sanctioned strength. 

Despite all efforts. due to above reasons it some times becomes 
unavoidable to work casual overtime in CSD as required at particular 
points of time. 

[Ministry of Finance. Department of Expenditure, O.M. No. H-11013/51 
95-Parl.. dated 1 November, 1995] 

Comments of the Committee 

Please refer para No. 6 of Chapter I. 
Recommendation (SI. No.7) 

The Committee is distressed to notc that. the modernisation of the 
project of the three Government of India Mints at Bombay. Calcutta and 
Hyderabad whiclr was approved by the Government in Februrary. 1989 at 
a cost of RI. 118.29 crare could not be completed within the tarset date of 
March. 1992. The Committee is sbrprised that the Government has not 
siven any reasons for non-completion of the project within the original 
schedule fixed earlier as a result of which there wal a coat cscalation and 
the project cost now is Rs. 348.80 crore. What causes deep concern to the 
Committee is the fact that though the project was orisinally approved 
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under the plan scheme yet the Government took almost two more )'ears to 
pve its approval to the reviled cost estimates of the project broupt via 
plan route'despite the fact that the Mints were incurring heavy expenditure 
on import of coins blank from abroad to meet the domestic demand. 

The Committee considers this situation as ~OIt unfortunate and canaot 
but deplore the casual manner in which the Government have handlod the 
matter. The Committee cannot, howe,,", rest content with a mere 
expression of concern and disappointment. the Committee considers it ita 
duty to point out that if every Ministry or Department is made to feel that 
the resources of Government are not inexhaustible and the country can ill 
afford to waste public funds on such time and cost overrun projects which 
could have been avoided, there will perhaps be lesser number of such 
delayed projects and greater saving of expenditure. The Committee 
therefore recommend that some sort of accountability at the level of 
formulation and also at the level of implementation of various projccta 
should be introduced immediately. The Committee would also like the 
Government to monitor the implementation of the modernisation project 
of the three mints closely so as to avoid further cost and time overrun •. 

Reply of the Government 

This Ministry shares as well as appreciates the Hon'ble Committee's 
concern for the cost and time overrun that has cxcured in implementation 
of the Government Mints Modernisation project and assures the Hon'ble 
Committee that it is taking all steps to ensure that such overrun does not 
recur in future. In this connection. the Ministry is closely monitoring the 
implementation of the modernisation project of the three Mints. A Special 
Committee of Senior Officers of this Ministry beaded by Joint Secretary is 
constantly reviewing progress for implementation ~f each aspect of the 
modernisation project. A monthly progress report in respect of all the 
three mints is being submitted by the concerned General ManaccfS 
indicating details on each item & follow up action is taken. Progress review 
meetinp are held with the General Managers of the Mints and executinl 
agencies to ensure that there are no bottlenecks and the progress both in 
respect of civil works as well as procurement of equipment is smooth. The 
Ministry is confident that the project will be completed as per schedule and 
there wilD be no overruns in terms of cost or time. This Ministry assures 
the Hon 'ble Committee that no laxity will be allowed in implementing the 
project. This assurance to the "on'ble Committee and its 
recommendations are being impressed upon all authorities/agencies 
concerned with the request that they musl nm in all earnest so that the 
project is completed as per schedule. 

As resants the recommendation of the Hon'ble Committee for 
introduction of a system of accountability at the level of formulation and 
also at the level of imp~mentation of variou~ projects, this Ministry 
submits that the Governme,t has already got a replar system of review of 
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the proarcsa in formulation and implementation of all projects at every 
ltaac and for this purpose a separate Ministry, viz., Ministry of PropUame 
Implementation ·exists, to wbom extract of above recommendationa· bu 
been forwarded for follow-up action. 

(Ministry of Finance, Department of Expenditure, O.M. No. H-110131 
SI9S-Parl, dated 1 November, 1995) 

C ...... u of tile COllllDltt.ee 
Please refer para No.9 of Chapter I. 

R ........... tIon (SI. No.1') 
The Committee note witb concern the rising interest payment obligation 

on eDernal debt wbich bas ,one up from RI. 3,723 Cl'9re in 1993-94 to 
RI. 4,309 crore in 1 ~-96. What causes further concern to Uae Committcc 
it the fact tbat a sipificant portion of the country's external debt stoeb is 
lyin, unutililcd and the country has to pay a commitment chuse on theae 
amounts without actually utilising them. The Committee, therefore fccl, 
that. there is an urgent need to review these foreign aided projects so as to 
identify the reasons for: delay in their implementation and taking suitable 
steps to improve the utilisation of loans. 

Reply of the Government 
Most of the aid is project tied. The reasons for unutilised aid can be 

traced to time profile of projects which is usually S to 7 years, exchaDse 
rate fluctuations. inadequate provision of counterpart funds, delays in land 
acquisition and other project specific issues. 

2. The total fieure of undrawn balance docs not represent the backlog. It 
only indicates the total that can be drawn over a period of time. Some of 
the main reasons for slower than· expected utilisation of external aid are 
inadequate provisioning and counterpart funding. procurement and 
contracting delays. start-up and other procedural delays. 

3. Ensuring adequate provisioning for externally aided projects, release 
of ACA as 100% additionality advance release of ACA to the States. 
standardisation of bidding documents and streamlining of procurement 
procedures, disintermediating on flow of external aid to Central PSU's 
portfolio Rationalisation and setting up of Project Management Unit in 
Department of Economic Affairs arc some of the steps taken by 
Government to improve aid utilisation. 
[Ministry of Finance, Department of Expenditure. O.M. No. H-ll0131S1 

9S-Parl. dated 1 November. 1995] 
Comments or tbe Committee 

Please refer para No. 12 of Chapter I. 
Reeoauneadation (SI. No. 12) 

This Committee is concerned af the large payments towards professional 
services (D.E. 95-96 Rs. 1.85 Crore) out of which lesal charges repreaent a 
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IUbitaDtiai portion. While the Committee appreciatea the ltept taken by 
the Deptt. to contain litigation and obtain euly disposal of .cuel in Hip 
CourtllSup,reme Court. it wishes to draw the attention of the Deptt. to ita 
Tenth Report wherein it wu lugelted that limplification of law mUll be 
carried out for wbich the formation of • Commission wu aIIo IUUeated. 
The Committee views with areat concern tbe lfOWina number of caeaI 
writalrefcrcocel in the various coum of the country and reiteratea its 
earlier recommendations for tbe containment of litigation ainc:c this DOt 
only represents expenditure of money but also an avoidable diversion of 
departmental energies which could be better utilised for revenue coUec:tion. 

Reply 01 the GOVerDlllellt 

The Central Boud of Direct Taxes is aware of the need for adoptina a 
selective approach in filing appeals and also for ensuring that appe .... 
references or Special Leave Petitions are not filed in respect of laaues 
already settled/concluded by earlier decision of the Court. The Board has 
ilsued Instructions No. 1493 dated 18.11.82 (F. No. 279/189J82-ITJ) that 
the orders of the Commissioners of Income Tax (Appeals) on questions of 
fact should be accepted. by the Commissioners unless the findinp are 
perverse. While emphasising a selective approach in filing appeals before 
the Income Tax Appellate Tribunal, the Board issued Instruction No. 1884 
dattcJ 16.6.1992 [F. No. 2791212191-IT1(Pt.)] prescribing monthly rev~w 
by the Chief Commissioners of Income TaxlDirector Generals of Income 
Tax of all appeals before the Income Tax Appellate Tribunals filed on 
questions of fact as well as at loast 10% of the remaining appeals. Further, 
if any appeals were found to be not justified, they were required to be 
withdrawn. 

Recently on 23.1.95, the Board has issued instruction Ncr. 1921 (F. No. 
279/1561'94-ITJ dt 23.1.95) reiterating the need to ensure that 
departmental appeals before the Income Tax Appellate Tribunal are filed 
only after due care and scrutiny and emphasising the importance of the 
monthly review of appeals prescribed by Board's Instruction No. 1894 
dated 16'.6.1992 (supra). 

The reports received from the Chief Commissioners of Income Tul 
Director Generals of Income Tax reveal that steps arc being taken to 
adopt a very selective approach in filing appeals and references so as to 
reduce unnecessary litigation and filing of frivolous appeals. it has also 
been reported that pursuant to review conducted according to Board's 
Instruciton No. 1894 dated 16.6.1992 (supra), the Chief Commissioners of 
Income Tax are directing withdrawal of appeals filed before the Income 
Tax Appellate Tribunal. For example, the Chief Commissioner of Income 
Tax, Pune and Hyderabad have reported that forty appeals and twenty two 
appeals respectively have been directed to be withdrawan from the 
Tribunal during the financial year 1994-95. 
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The recent steps taken by the Department have reaulted in a reduCtion 
of the number of appeaJa filed by the Department as weD .. the a.elleel 
before tbe Income Tax Appellate Tribunal. The relevant details are as 
below:-

No. of cases instituted by the Department 
No. of cases instituted by the assessec5 

1992-93 1993-94 

44008 
3S121 

39605 
30729 

The number of Special Leave Petitions filed before tbe Supreme Court 
in direct taxes matters also decreased substantially from 753 appeals in 
1992-93 to 388 appeals in 1993-94 (these figures are provisional). 

With a view to simplify law. a number of amendments have been made 
to the Income Tax Act on the basis of the recommendations of the Tax 
Reforms Committee headed by Dr. Raja J. Challaiah. 

Recenly, the Central Board of Direct Taxes bave constituted 4 Study 
Groups of the officers of the Income Tax Department to look into certain 
complicated provisions of the Income Tax Act. Necessary action shan be 
taken after processing the recommendations of these groups. 

[Ministry of Finance. Department of Expenditure, O.M. No. H-llOI31S/ 
95-Parl, Dated 1 November. 1995] 

Comments of the Committee 
Please refer para No. 5 of Chapter I. 



CHAPTER V 

RECOMMENDATION/OBSERVATION IN RESPECI' OF WHICH 
FINAL REPLY OF THE GOVERNMENT IS STILL A WAITED 

NEwDELH.r; 
11 March. 1996 

21 Phalguna. 1917 (Saka) 

-NIL-

MARAGATJ{AM CHANDRASEKHAR 
Chairperson, 

Standing Committee on Finance. 
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MINVTIS OF THE SIn1NG or THE STANDING COMMl1TEE ON 
FINANCE 

The Committee sat OD Friday, 8 March, 1996 from 10.30 hn. to 
11.00 bra. 

PRESENT 
Smt. Maragatbam Chandruekhar-Chairpersoll 

MEMBERS 

2. Prof. K.V. Thomas 
3. Dr. K.V.R. Chowdary 
4. Sbri Cbittubhai Gamit 
S. Sbri S.B. SidnaJ 
6. Sbri P .C. Chacko 
7. Sbri Pralcash V. Patil 
8. Shri B. Alcber Pasha 

Lok Sablul 

9. Sbri Sushil Chudra Vanna 
10. Sbri Ninnal Kan" Chatterjee 
11. Sbri Bhogendra ]ha 
12. Shri Kadambur M.R. lanardhanan 

Rajya Sabha 

13. Sbri Triloki Nath Chaturvedi 
14. Dr. Shrilcant Ramchandra Jichkar 
IS. Sbri Raj\Jbhai A. Parmar 
16. Shri T. Venlcatram Reddy 
17. Shri V.P. Duraisamy 

SECRETARIAT 

1. Smt. Roli Srivastava-Joint Secretary 
2. Shri K.L. Narang -Deputy Secretary 
3. Shri C.S. Joon -Under Secretary 

2. The Committee considered the draft Repon on action taken by 
Government on the recommendations contained in their Thirteenth Repon 
on Demands for Grants (1995-96) of Ministry of Finance and adopted it 
with the following modificationslamendments:-

(i) Para 6 for:-uThe Committee note the Ministry of Finance's 
contention tbat the increased workload led to increase in over time 
allowance amount. The Ministry's reply is however, silent on their 
recommendation about". 
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S"b,titUie "The Committee note that the Ministry of Finance has merely 
tried to justify the increase in payment of overtime allowance 
with increased workload. The Ministry's reply is, however, 
silent which is regrettable, on their recommendation. It was in 
view of the increased workload over the span of years that the 
Committee had recommended". 
(ii) Para 12, 

Add sub-pua 
"While approving the projects to be implemented with external 
aid, the Committee also desire that adequate budactary 
provision for counterpart funds and advance planninl in close 
coordination with State Governments may be made for timely 
implementation of such externally aided projects." 

3. The Committee ufhorised the Ohalrpenon to finalise and present the 
report to both the Houses of Palilamcnt. 

The committee the" ad;oumed. 



AMOUNT OF ·BAD DEBTS WRITJ'EN OFF 

Sr. Name of the bank 
No. 

t. Allahabad Bank 
2. Andhra Bank 
3. Bank of Baroda 
4. Bank of India 
5. Bank of Maharuhtra 
6. Canara Bank 
7. Central Bank of India 
8. Corporation Bank 
9. Dena Bank 
10. Indian Bank 
11. Indian Oveneas Bank 
12. Oriental Bank of Commerce 
13. Punjab National Bank 
14. Punjab &. Sind Bank 
15. Syndicate Bank 
16. Union Bank of India 
17. United Bank of India 
18. UCO Bank 
19. Vijaya Bank 
20. Slate Bank of India 
21. State Bank of Bitaner &. Jaipur 
22. Slate Bank of Hyderbad 
23. State Bank of MytOre 
2A. State Bank of Indore 
25. State Bank of Patiala 
26. State Bank of Saurashtra 
n. State Bank of Tnvancore 

@ under clarification 
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ANNEXU/tE I 

(Rs. in lakhs) 

During 1993-94 

3584.00 

1206.23 

20638.67 
32846.78 

142.01 
3478.56 

7950.45 

254.53 

3707.01 

600.70 

461.09 

176.00 

367.00 

NIL 
857.70 

8236.90 
1182.90 

221.70 
451.26 

41559.00 

3241.67 

.503.00 
SOU 10 

636.00 
1218.00@ 

54.08 

1564.47 

140200 . .50 



ANNEXURE 1/ 

TO BE PUBLlSHED-IN-GAZElTE OF INDIA EXTRAORDINARY PART III, 
SECTION 3, SUB-SECI10N. (ii) 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

DEPARTMENT OF REVENUE 
(CENTRAL BOARD OF DIRECT TAXES) 

NEW DELHI, THE 12TH JULY, 1995 

NOTIFICA nON 
INCOME-TAX 

S.0.636 (E) - In exercise of the powers conferred by section 295 read-with section 
269UC of the Income-tax Act, 1961 (43 of 1961), the Central Board of Direct Taxes hereby 
makes the following rules funher to amend the Income-tax Rules, 1962 namely:-

1. (1) These rules may be called the Income-tax (Tenth Amendment) rules, 1995. 

(2) They shall come into force on the 1st day of August, 1995. 

2. In the Income-tax Rulel, 1962, for rule 48K, the following shall be substituted, 
namely: 

"48K. Value of immovable Propeny - The value of any immovable property for 
the purposes of lub-section (1) of leeti"n 269UC shall be, where the agreement 
for transfer prescribed under the said lub-section-

(a) Is entered into, on or before the 31st day of July, 1995, the apparant 
consideration of that property exceeding 10 lakh rupees: 

(b) Is entered into, after 31st day of July, 1995, the apparent consideration of 
that property as specified in column (3) of the table below:-

SI. Area within which appropriate authorities Value of any immovable propeny for 
the purposes of sub-section (1) of 
section 269UC 

No. Ihall perform their function. 

(1) (2) (3) 

1. 

2. 

3. 

The area comprised-in Greater Bombay as The apparent consideration of the 
notified .,ide S.O. 480(E) dated 7th August, propeny exceeding Rs. '75 lakhs. 
1986. 

The area comprised in the Union Territory The apparent consideration of the 
of Delhi as notified .,ide S.O. 480(E) dated property exceeding Rs. 50 lakhs. 
7th August, 1986. 

The area comprised in Calcutta Metropolitan The apparent consideration of the 
Area and Madras Metropolitan Planning property exceeding Rs. 25 lakhs. 
Area as notified .,id/! S.O. 480(E) dated 
7th August, 1986. 
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(1) (2) (3) 

4. Tbe area compriled in 8anp1ore The apparent consideration of the 
Metropolita, Repon and the area declared property exceediDa RI. 2S lalths. 
.. Ahmedabad' Urban DevelQpment Area 
and the area campriled in the city of 
Ahmedabad .. notified vide 5.0. 83.5(E) 
dated 211t September, 1987. 

5. Tbe areas comprised in the Cty of Pune al The Ipparent consideration of the 
notified vide S.O.339(E) dated 8th May, property exceeding RI. 2S Lakhs. 
1989 

6. The Ire .. other than thOle DJentig,aed It 51. The Ipparent consideration of the 
No . .5 lbove and notified vide S.t>. 339 (E) property exceeding RI. 20 Lakh •. 
dated 8th May, 1989, 5.0. 53(E) dl:ted 19th 
January, 1990 and S.O. l8O(E) dated 14th 
March, 1991. 

ISd' (DR. DHEERAJ BHA TNAOAR) 
UNDER SECRETARY TO lHE 

OOVERNMENT OF INDIA 
F. No. 14213lY'9.5-TPL 

No. 9811 



APPENDIX 

(Vide Para 4 of the Introduction) 

Analysis of the action taken by the Government on the 
recommendations contained in. the Thirteenth Report of the Standing 
Committee on Finance on Demands for Grants (1995-96) of the Ministry 
of Finance. 

(I) Total number of recommendations 

(II) Recommendationa/Observations which 
bave been accepted by the 
Government. (Vide Rec. at SI. Nos. 6, 
8, 9, 13, 14 and 15) 

(III) Recommendationa/Observations which 
the Committee do not desire to pursue 
in view of the Government's replies. 
(Vide Rec. at SI. Nos. 1, 2, 3, 4 and 
11) 

(IVY Recommendations/Observations in 

(V) 

respect of which Government's replies 
have not been accepted by the 
Committee. 
(Vide Rec. at SI. Nos. 5, 7, 10 and 12) 

Recommendation/Observation 
respect of which final reply 
Government is stiD awaited. 
(vide Ret. Nil) 

41 

in 
of tbe 

Total % of Total 

15 

6 40 

5 33.33 

4 26.67 

Nil 0.00 
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