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INTRODUCTION 

I, the Chairman of the Estimates Committee having been authorised · 
by the Committee to submit the Repon on their behalf, present this 
Twenty-eigth Report on action taken by Government on the recommenda-
tions contained in the Ninth Report of the Estimates Committee (Seventh 
Lok Sabha) on the Ministry of Finance (Department of Revenue)--Income 
Tax Department. 

2. The N!nth Report was presented in the Lok Sabha on 15 April, 
1981. Government furnished their replies indicating action taken on the 
recommendations contained in that Repon on 4 February an~ 31 March 
1982. The replies were examined by Study Group I of Estimates Committee 
(1981-82) at their sitting held on 12 April, 1982. The Report was adopted 
by the Estimate~ Committee (1981-82) on 26 April, 1982. 

3. The Report has been divided into following c~apters :-
1. Report. 
TI. Recommendations that have been accepted by Government. 

III. Recommendations which the Committee do not desire to pursue 
. in view of Government's· replies. 

N. Recommendations in respect of which replies of Government 
have not been accepted by the Committee. 

V. Recommendations in respect of which final replies of Govern..: 
ment are still awaited. 

4. An Analysis of action taken by Government on the recommendations 
oontained in ·the Ninth Report of the Estimates Committee (Seventh Lok 
Sabha} is given in Appendix II. It would be observed therefrom that out 

_of 78 recommendations made in the Report, 49-Recommendations ;.e. 
about 63 per cent have been accepted by Government and the Committee 
do not desire to pursue 2 Recommendations i.e. 3 per cent in view of the 
Government's replies. Replies of Government have not been accepted by 
the Committee in respect of 5 Recommendations i.e. 6 per cent. Final 
replies in res-pect of 22 Recommendations i.e. 28 per cent are stiIJ awaited, 

NEW DELHI; 

April 26, 1982. 

V aisakha 6, 1904 (Saka) 

S. B. P. PAITABHI RAMA RAO, 

Chairman, 

Estimates Committee. 

(vii) 



CHAPIER I 

REPORT 

1.1 This Report of the Estimates Committee deals with action taken 
by Government on !he recommendations contained in their 9th Report 
(7th Lok Sabha) on the Ministry of Finance (Deptt. of Revenue)-
Income-tax · Department, which was presented to Lok Sabha · on the 
15 April, 1981. 

1.2 Action taken notes have been received in respect of 76 out of 
78 recommendations contained in the Report. 

1.3 The Action taken notes on the recommendations of the Com-
mit\ee have been categorised as folloWs :-

(i) Recommendations/observations which have been accepted by 
the Government : 

1-A, 2 to 4, 6 to 15, 18, 19 21, 22, 28, 30, 32, 33, 36, 38 to 
40, 42, 46, 49 to 58, 61, 62, 63, 67 to 70, 74 to 77. (Total 49 
Ch. II). 

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

16 and 17. (Total 2 Chapter JD. 
(iii) Recommendations/observlrtions in re>pcct of which Govern-

ment's replies have no~ been accepted by the Committee : 

23, 24, 31, 44 and 64. (Total 5 Chapter IV). 

(iv) Recommendations/observations in respect of which final 
replies of Government are still awaited : 
l, 5, ·20. 25 to 27, 29, 34, 35, 37, 41, 43, 45, 47, 48, 
56, 59, 60, 65, 66, 71 to 73. (total 22 Chapter V). 

1.4 1be Committee are unhappy to note that the '.Vlinistry haJ not been 
able to furnish final replies to their recommendations in as maay as 22 
c-.ases and sent no reply in two cases, even though nearly a year has passed 
since they presented their Report to Parliament. The Committee would 
like the Ministry to furnish final replies to all these recommendations 
er.ieditiously. 

1.5 The Committee will now deal with the action taken by Govern-
ment on some of their recommendation&. 

1 
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Interest OD delayed mefoads 
(Recommendadoos SL Nos. 23-24 Para No. 2.115 and 2.116) 

1.6 The Committee had learnt from: various quarters that generally 
speaking, assessees neither got refunds promplty nor received interest on 
delayed refunds ·to which they were entitled under !}le law and they. did 
not complain for !-ear of repraisals. On making a sample study, the 
Committee found that, in Bombay and Delhi Charges, no interest was 
paid under Section 243 during the last 3 years nor during 1978-79 & 
1979-80 any cLisciplinary action which Is required to be taken in cases of 
delay was taken in any case. The Finance Secretary, who was forthright 
took note of .the Committee's apprehension "that, though Section 243 is 
there on a Stalute book, it is virtually a dead letter because no assessee 
claims, nor does any Income-tax Officer giant' the interest on delayed 
payment. He a!lsured the Committee to take action in the matter. The 
Committee desired that the Ministry should enquire .into the phc:nomenon 
of non-payment of the interest under Section 243 and inform them w:thin 
six months of the facts under all Commis&ioners charges together with the 
right. 

1. 7 The Committee had also found that, during 1978-79, a sum of 
over Rs. 23 lakhs was paid as interest on delayed refunds under section 
244 throughout the country. The Committee urged that a thorough 
enquiry into cases of delays in settlement of refunds be held with a view 

• to analysing the reasons for delay and taking effective measures to remedy 
\he situation. They also desired to kilow whether the Departmental 
instructions requiring· disciplinary action being taken in cases of delay 
were followed in all cases of delay and, if not, why not ? 

1.8 In its action taken reply (Feb. 1982) the Ministry has stated : 
"Interest under section 243 is payable in two circumstances. Firstly 

in cases where the income is only ·from interest on securities 
and dividends, interest is payable if the refund has not been 
granted within 3 months from the end of the month in which 
the claim refund is made. Secondly in all other cases 
interest is payable if the refund is not granted within 3 months 
from the end of the month in which the refund is determined. 

During the financial year 1979-80, interest u/s 243 has. been paid 
of Rs. 1,04,000/- in 2,888 cases all over India. 

Administrative instructions have been issued from time to time to 
ensure that no delay occ!urs in,'1ssue of refund and wherever 
there is delay interest musl be paid. The I.T.O. has been 
made personally responsible for ensur;ng that no delay occum 
in issue of refund ; if there i~ any delay interest must be paid. 
The superviSe>ry authorities were directed to s::e this particularly 
during the course of their normal as well as surprise inspec-
tions. Advisory warning to be more c'.lreful in future was 
to be issued in the first instance of such failure followed by a 
charac\er-roll entry if the officers concerned persist in delayed 
issue of refunds and in not paying the interest on ddayed 
refunds." 
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1.9. 1be Ministry has further stated : "Administrative instructrons have 
been issued time and again to promptly give effect to appellate orders 
and it is kept under watch also through maintenance of appeal reg:ster. 
Jn Circular No. 209 dated 11-1-1977, it has been prc-vided that the 
appellate orders should be given effect with extra-ordinary promptness. 
ensuring that in any case they are given effect to within a month of the. 
date of the order. If there is a lapse Iii the mat'ter and this lapse is not 
properly explained, an adverse entry shajl be recorded in the CCR of 
the dealing official. If an official gets three adverse entries any further 
lapse will entail disciplinary action and levy of suitable penalty." 

The Ministry has also informed \he Committee that Directorate of 
Organisation & Management Services have been asked to make a study of 
few circles of Delhi and on receipt of their Report, further action will bt: 
taken to tighten the administrative mac~ery. 

1.11. The Committee haid reco1n111encled that the Ministry should 
enquire into tbe phenomenon of non-payment of interest on· delayed 
refunds under Sec. 243 and inform them wifhin six months of the facts 
amder all Commissioners, chargies together with the steps th~· Ministry 
purposes to take to set thin~ rigbt. The Committee had also desired to 
be jnformed whether 1be DeparQne.r 9mrucijom requiring disciplinary 
adion in cases of delay were followed in all cases of delay and, if not~ 
l'llty not. From the Ministry's reply it is obvious that it has not take11 
the Committee's recommendations serioosly at all. It has neither com-
pleted the r.tudy though a year has pmsed nor informed them of the 
reasons why no disciplinary action was taken in case of delays. i\11 that 
the Ministry has done is to ask Director, O&M services, to make a study 
in only "few crides of Delhi". 1be Committee cannot but deprecate the 
lack of seriousness which the Ministry has displayed in dealing with these 
recommendations. The Committee would b"ke ro reitere~~ that the pheno-
:meoon of non-pay.meat of interest on refunds and delays in making refnds 
should be studied in all the Commi8Sio8ers' charges und the outcome of 
the study together l'lifb the Steps 1aken to set matters ri~t communicated 
to the Committee without delay. 

Disposal of appeals by Appellate Authoriti~ 
(Recommendation SI. No. 31-para 3.26) 

1.12. In their 9th report, the Committee had noted that an analysis ·of 
the pending appeals/revision petitions showed that about 2 vcari. workload 
was ~nding with AA~, 15 months work load (revi;;ion "petitions only) 
was lymg accumulated with CITs and over 1 year's work was pending with 
Income-tax Appellate Tribunals. For disposing the '!rrcars with AACs, 
the Central Board had evolved a norm that at \he enJ of the next four 
years, not more than six months work load shouW be oendina with each 
AAC. The Committee had felt that this norm should aiso apPJy to CITs, 
CITs (A) and.Income Tax Appellate Tribunal and that their Administrative 
set ups and appellate procedures should be so reorganised that each one 
of these appellate authorities should be able to reduce the pen<.lency to 
six months work load at the earliest. This the Commitlee observed 
would require constant m~on;toring and periodical review of achievements 
which the Committee hoped the Central Board would do conscientiously.• 
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1.13 In its reply the Ministry has stated that "norms for disposal with 
regard to pendency with CIT(A) and CITs (for revision petitions) already 
exist. Under Central Action Plan, for the year, disposal targets for 
revision petitions are" fixed. Compliance to the larget's is regularly watched 
by the Board. Similarly, disposal targets fixed for CIT(A) are reviewed 
monthly to oversee their performance vis-a-vis the targets fixed. As for 
the Income-tax Appellafe Tribunal, the Board has no administrative 
control over the same. The observations of \he Committee with regard to 
the Income-tax Appellate Tribunal have been communicated to the Ministr} 
of Law Justice and Company Mairs for necessary action." 

1.14 The Committee regret to observe that in this case also _the 
Ministry's reply shom lack of seriomDess. It has not taken the trouble 
of taking any further steps to reorganise the procedure5 and working of 
the various appellate authorities with a view to r.educing the pendency of 
appeals to six months work load as recommended by the Conunittee. 
The Committee urge tbe ·MinMfty to view· the high level nf pendency of 
appeals and rel'ision petitions seriomly and take remedial measures to 
bring down the pendency to optimum levels. 

Checking 1m: evasion by Professionals 

(Recommendadon SL No. 44-Para 4.37) 

1. i's In their report, the Committee had opined that ''there was great 
merit in the suggestion that all new-comers to the profession ·(newly 
registered on transferred from elsewhere) shoUld be required tu nolify their 
names. and addresses to the Income-tax Department when they start 
private practice. The Department should immediately advise them \o ma!n-
tain accounts of income and savings and other relevant records right from 
the beginning and explain lo them under what conditions they will become 
liable to pay income-tax. At periodical intervals, the Department should 
ask them to declare that their annual income does not exceed taxable 
limit. ·· 

1.16 In its reply, the Ministry has stated that "the Central Board of 
Direct Taxes ii; of the view that the ex:Wing practice of periodically 
obtain!ng the list of professionals from such institutions may continue. 
The rules prescribing the books of accounts and other documents required 
to be kept by persons carrying on legal, medical, engineering and architec-
tural profession or the professions of accountancy. technical consultancy, 
interior decoration, authorised representative or film artiste are being 
framed. Every profess.ional liable lo be assessed to tax will be required to 
submit the return of income suo moto under the Income Ta?t Act and 
failure to do so may entail not only penalty but also prosecution. The 
Board, therefore, aces not consider it necessary to request these profes-
sionals to declare peiiodicalfy that their annual income does not exceed 
taxable limits." 

1.17 The pr.esent practice expecting every professional liable to be 
assessed to tax, to submit return of income suo moto under the Jn,-ome-
tax and face prosecution and penalty in case he fails to do so, has not 
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fully helped in bringing into tax not all those professionals whose income 
is beyond exempfion limits. It was against this baclq.'l'ound that the 
Committee had made this nec0mmendation that the Department should 

. advise new-comers into the professions to maintain the prescribed book\l of 
· attounts etc. and periodically announce their non-liability to income tax. 
This is a specific meaSurt-to mrb tax eva'ion but the Minii.1ry appears 
not to have appreciated its significance. 1be Commilk~ would like to 
reiterate their C!arlier suggestion arrft ask the Ministry to implement it. 

Toning up the public Relations set-up in Inco~·fax Offices 
(Recommendation SL NQ. 64 Para S.39) 

1.18 In their 9th Report, the Committee had taken note of the general 
feeling of dis-sa~faction among assessees with the working of Public 
Relations set .. up in Income-tax Offices who were not fully equipped to 
render, nor rendereu, tlie required assistance to the tax-payers in filing 
returns, getting refunds etc. The non-officials had also represented that 
even the minimum facilities like sitting accommodation, drinking water, 
etc. were not afforded \o the assessees when they vis!te:I the Income-tax 
Offices. Reports of lack of proper behaviour had also n.:a:hed the 
Committee. The Ministry had stated that the PRO.> wer~ GU<:lified ITOs 
and were expected to keep themselves abreast of the la'test changes in 
the laws rules. The Committee had desired that detailed instructions on the 
nature and manner of rendering assistance to the assessee should be 
issued by the Department for the guidance of Public Relations units and 
supervisory officers advised to conduct periodical inspection of the working 
of these units to ensure that these instructions were carried out by them. 
Complaints of improper behaviour or indifference to the assessee problems 
should be taken serious note of. 

1.19 Committee had also suggested that feedback on the reactions of 
assessees with \he working of public relations unit at t:ach place should 
be collected by the Department with a view to knowint; and removing 
its short-coming and tb.at this should be done on a regular and systematic 
basis. 

1.20 The Ministry has in its action taken reply (March, 1982) furnished 
a copy of the instructions issued to the Commissioners regarding the proce-
dures to be followed by PROs.. The Ministry has however not informed 
the Committee aborit the action takeri to monitor the reactions of the 
assessees about the working of ·Public Relations Units on a regular and 
systematic basis. · · 

1.21 The Committee rei6eraie that feedbm on the reactions of 
assessees en the working of public relations unit at each place should be 
collected b) the Department on a aguiar and systematic basis with a ,·iew 
·to knowing and removing its sbortcomiags. 



CHAPTER II 

RECOMMENDATIONS TIIAT HAVE BEEN· ACCEPTED BY 
GOVERNMENT 

1.22 

Recommendation SL No. 1-A (Paras 1.21 Ai 1.22) 
The Committee note that the net income-tax arreers outstancfu:la 
as on 31st March of 1978, 1979 and 1980 were Rs. 633.53 
crores, Rs. 554.90 crores and Rs. 589.65 crores, respectively. 
The actual collections fell short of targets by Rs. 77.23 crores 
in 1977-78, Rs. 191.14 crores in 1978-79 and Rs. 92.79 crores 
in 1979-80. The cos_t of collection, however, came down from 
1.87 per cent in 1977-78 to 1.85 per cent in 1979-80. 
The Committee cannot help viewing with concern the heavy 
shortfalls in actual collections vis-a-vis targets during the three 
years 1977-80. The continuing arrears of nearly Rs. 600 orores 
despite numerous measures to reduce them are also a matrer 
of serious concern. The fact that nearly Rs. 22 crores bad to 
be written off in 1978-79 and over Rs. 10 crores in 1979-80 
is a reflection on the Dei}artment's efficiency. These statistics 
which are indexes of the Department's efficiency. These statis-
tics which are indexes of the Department's performance lead to 
the conclusion that measures taken by the Department to realise 
tax dues have not been effective enough and must be intensified . 

. The Committee would urge the Department to maintain relentless 
pressure on all fronts to show better results in collecting current 
demands are reducing arrears." 

Reply of the Ministry 
In Para 1.22 of their Report, the Estimate Comm!.ttee have pointed out 

that there is a heavy shortfall in actual collections viz-a-viz targets during 
the years 1977 to 1980. • 

It is submitted that though there are wide variat)ons between the budget 
estimates and acttial collections, the variations between Revised Estimates 
:and actuals are not abnormal as can be seen from the figures given below :-

FinaOGial Year 

1977-78 

1978-79 

19H-SJ 

<In. crcres of Rs.) 

Revised Actuals Variation bet-
Estimates Ween the Re-

vised Estim' tcs 
and Actuals 

2300.00 2222. 79 (-- )77.21. 

2475.00 

27J0.0.) 

6 

2428.116 

2732.21 

3.36 
(-·)46.14 

1 86 
~+r2.21 

1.19 
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The budget estimates are fixed well in advance of the beginning of the 
financial year and are based only on collections of the previous year. How-
ever, the changed economic conditions as well as the collection trends 
are taken into account when revised estimates are furnished by the 
Commissioners' and reviewed by the Board sometime in December-January 
of the year. Therefore, the revised estimates are more reliable as they are 
based on current collection trends. The Central Board of Direct Taxes 
has taken steps to reduce the variation even between revised estimates and 
the actuals collections for which purpose a cell has been set up in the 
Directorate "Of RS&PR. This Cell has now been working for the last two 
years and already the variation in revised estimates and actuals for 1979-80 
has substantially come down as can be seen from the above figures. · 

3. The Committee has also expressed concern regarding continuing 
arrears despite numerous measures taken by the Government to reduce the 
same. 

4. In this connection it is submitted that the creation of demand, and 
collection therefrom is a continuous process and therefore as on a particular 
date there will always be certain demands outstanding inspite of various 
steps taken to recover the same. Every year, fresh demand is being created 
but as on a particular date, there will always be a substantial amount 
which has nc-~ failed due for collection. There will also be certain demands 
which are disputed in appeal and till the appeal is disposed of, the demand 
remain outstanding. Similarly, there are some demands which relate to 
'assessees who are not traceable or who have no assets out of which recovery 
can be effected or there are demands which are pend;ng for Double Income-
tax Relief etc. Thus, on a particular date, there will ai.ivays be demand 
which will be outstanding. But this should nut mean that sufficient steps 
are not being taken to collect the outstanding demands. The eft:ect of various 
steps taken for recovery can best be illustrated from the following figures : 

Arrears as on 31-3-71 

Financial year ending 

Jl-3-72 
31-3-73 
31.-3-74 
31-3-75 
Tot.ii r~IJ(;tion in 4 Years 
Percentage of reduc;tion 

(in crores of Rs.) 

738.77 

Arrears cut of those rec:eived 
during 1970-71 and earlier years 

outstandin.g 

467.76 
368.03 
290.65 
242.47 
496.30 
67.1% 

It will be seen from the above statement that out of tax arrear due on 
31-3-71 more than 67 per cent were collectedlreduccd in the next four 
years and this would show that the efforts ar~ not lacking on the part 
of the Department for reduction of arrears. Thus, the figures of 6?0 cmres 
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mentioned in the report of the Estimates Committee, is the balance ·out-
standing as on 31st March of the year after making collection out of arrears 
as well as out of current demand during a particular year. 

5. It is further submitted that the Central Board of Direct Taxes is 
alive to- the problem of income-tax arrears and has taken various steps. to 
reduceloollect the same. Some of the steps taken in recent times are l\S 
under:-

(i) A very high priority has been given for the recovery of tax 
arrear& in the annual Action Plan of the Income-tax Department. 
For the year 1981-82 the target of reduction of arrears out 
of tax in arrear.i bas been fixed at 55 per cent. 

(ii) A list of high demand appeals involving tax arrears of Rs. 1 
lakhs and above is being prepared by the Central Board of 
Direct Taxes and sent to the Commissioners of Income-tax 
(Appeals) who are· required to dispose of such apj>eals Q11 
priority basis. The Commissioners of Income-tax are also required 
to send similar lists to the Appellate Assistant Commissioners. 
They are also required to keep in touch with Vice Presidents! 
Members of the local bench of the IT AT for early fixation 
of appeals involving high demands. 

(iii) Separate Income-tax Officers are appointed to look after cases 
where the recovery processes need to be given priority for 
certain difficulties experienced in those cases and where the 
assessing ITO cannot devote the time required for recovery in 
those cases. 

(iv) Arrear Clearance fortnights are being observed every vear when 
the ITOs are required to give their full time attention to ad-
justment of pre-paid taxes, give appeal effects and carry out 
rectifications so that the correct demand is determined ·and 
collected expeditiously. 

( v) The Board is keeping_ a close watch on the progress of recovery 
through a monthly telegraphic report. The Inspection Division 
of the Central Board of Direct Taxes also makes frequent visits 
to various .Commissioners' charges to verify the progress of re-
covery work. DI (Reoovery) also keeps a watch over cases with 
arrears of Rs. 10 lacs. 

6. It is also observed by the Committee that nearly Rs. 22 crores had 
been written off in 1978-79 and Rs. 10 crores in 1979-80 which is considered 
as· a reflection on the departmenfs efficiency to reducelcollect the tax 
arrears. · 

7. It is submitted that . Uie • writing off of tax arrears is in no way a 
reflection on the efficiency of the department, Arrears are written off only 
in those cases where the assessee has either no assets or has left India . or 
is untraceable or where the companies have gone into liquidation leaving 
oo assets or when the amounts involved in individual cases are petty and 
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the Ja~ur involved in collecting the same would not be commensurate 
~th the result& achieved. Moreover, there is a machinery and a set procedure 
whereunder the various authorities satisfy themselves that there is no chance 

· of recovery and it is only in the fitness of things that the demand in such 
cases is written off so that the departmental machinery can attend to cases 
which can yield results. It is also submitted that the amounts written off 
in a particular year on an average range between 2 and 3 per cent of the 
total tax arrears of the year. This can be seen from the following 
fip:ea:-

Financial year Ne. of 
cases 

Amount Tax in 
written off arrears 

Percentage · 
of amount 
written off 
to the tax 
in arrears 

lm-78 
1.978-79 
1979-80 

943lt\ 
96641 

1814< 9 

(Amount in crores of Rs.) 
13 .. 19 633.53 2.08 
21.76 
10.55 

554.90 
589.65 

3.92 
J.79 

8. The Board however shares the ·.::oncem of the Committee that the 
arrears should be reduced expeditiously. The recommendations of the 
Committee are being brought to the notice of the Commissioners of 
lncome-tix who have been urged to maintain a relentless pressure on all 
fronts to see that better results are achieved in collection/reduction of tax 

.arrears. 
[Ministry of iFinance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82]. 

Recominendation No. 2 (Para No. !..23) 
"The Committee find that more than 85 per cent of the tax 
is either deducted at source, or paid automatically in advance 
on self-assessment by the assessees and only abo11t 15 per cent 
of the gross collection is left to be collected by the direct 
efforts of the income tax officers. While the Committee do 
not wish to .wholly deny credit to the Income-tax machinery 
for the 85 per cent of the collections which come in automati-
cally, they wish to point out that the area requiring the special 
attention of the l.T. machinery is not so large that they cannot 
manage it effectively. The Committee would like the Department 
to remember that their efficiency would be judged more by 
colJections made on their own efforts than by collections flowing 
in any way. from year to year under the salutary effect of the 
penal provisions of Income tax laws." 

Reply or t11e Mini*J 
The observations .of the Committee have been noted and suitable 

instructions have been issued to the Commissioners of In~tax. A oopy 
of Boards letter F. No. 385/42/81-IT(B) dated 23/26-6-81 is annexed. 
(not printed). 

[Ministry of. Finance OM. No. 405/63/80-11\X (Vol V) dt. 4-2-82]. 
2 LSS/'02-2 
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Meer ..,.,.. m No. 3 (Psa l.18) 

· "At pl'CSCnt there are ~ve forms of income-tax retoms for 
difterent categories of assessees. A number of non-officials have 
represented to the Committee that the income-tax return forms 
are cumbersome and complicated and that it is difficult to fill 
the forms without experts' help. The Ministry have admitted 
that the forms are 'rather cumbersome and unwiedly'. ..I'J:te 
Committee are informed by the Ministry that a Returns Com-
mittee was set up in August, 1980 and that on the basis of the 
recommendations made by that committee, ce(tain steps have 
been taken to simplify and rationalise the return forms. The 
actual size of the new returns is also expected t'O be considerably 
shortened and according to the Ministry ·any person with an 
a<erage intelligence should be able to fill it without any expert 
help'. The Committee hope that this expec~ation is realised. 
The Committee would like the forms of returns t'o be periodi-
cally reviewed and whatever modifications are required to 
simplify them, should be made periodically." 

Reply of the MiniStry 

The Recommendation of the Committee is · accepted. The forms of 
returns are being periodically reviewed and every effort is being to simplify 
them. 

{Ministry of Finance OM. No. 405163180-ITCC (Vol. V) dt. 31-3-82]. 
~ No. 4 (Para 2..11) 

"Since non-official opinion was not invited before finalising the 
new forms the Committee trust that, as assured during evidence, 
that Ministry will seek the opinion of non-official organisations 
on these forms .and examine the possibility of.. simplifying the 
forms still further in the light of non-official views. In fact this 
should be a continbous process." 

Reply of the Ministry 
The recommendation of the E&tllnafus Committee will be kept in view 

when thC next opportunity to revise the forms of return of ·income arises 
and drafts of such forms will be notified for eliciting public opinion. 

[Ministry of Fmance OM. No. 405/63/80-ITCC (Vol. V) dt. 4-2-~2]. 
Recommeadaltion No. 6 (Para 2.17) 

"The Committee would like that the Income-tax Department 
should devise ways 'and means of overcoming the constraints of 
staff at leas~ for that period arranging temporary staff and space 
towards the closing dates so as to open adequate nuinber of 
counters to receive returns and thus enable the assessees to file 
their returns conveniedtly viitboUt J.oag wait." 



Reply of the Millllilby 

The recommendations of the Committee have been accepted. In 
accordance with the existing instructions of the Govemmeat to the Com-
missionera of Income-tax, adequate arrangements are being made during 
the . relevant period. However, the Commissioners have been asked to 
further improve the working in this regard by setting up maximum number 
of counters for this purpose during that period. 

[Ministry of Fmance OM. No .• 405/63/80-ITCC (Voi. V) dt. 4-2-82]. 

Reco!!!ID!llMhfion No. 7 (Pams 2.38 to 2.40 
"With a view to minimising inconvenienCe. to the assessec5 and 
to expediting the disposal of assessment cases, the Income Tax 
Department had introduced with effect from 1971, a Sununary 
Assessment Scheme U'Ilder Section 143 ( 1) of the inco~tax 
Act. Under the Summary Assessment Scheme, an Income-tax 
Officer is required to finalise the assessment without calling the 
assessee to his Office. The Income-tax assessments in respect 
""! oou-company c&es where the returned income in the relevant 
~...)lent year is upto one lakh, are now Cbvered by the 
assessment scheme, 

The Committee note that the Department disposed of 82 
per cent (29,87,927 cases) of the summary assessment cases 
during 1977-78, 70 per ceht (24,12,165 cases) during 1978-79 
and 67 per cent (25,71,997 cases) during 1979-80 and left a 
backlog of 6.62 lakh cases at the end of March, 1978, 10.16 
lakhs at the end of March, 1979, and 12. 72 lakhs atihe end 
~f March, 1980. Seeing the declini{lg rate of dispo6al of ca.c:es · 
and growing arrears under the Summary Assessment Scheme, 
the Committee cannot but conclude that the objeciive of ex-
pediting the assessment has not been achieved so fai. 

The CQinmittee are informed that the Income-tax Depadment 
have_now taken certain steps like empowering the inspectors to 
finalise assessments in certain cases and giving powers to ITOs 
to finalise assessment under this scheme without making adjust-
ments and treating inC001plete returns as invalid after a pres-
cribed periocI of notice. But even then, the Department have 
started that due to constraints of manpower available, it is not 
)Jossible to dispose of all the cases falling under the summary 
assessment scheme during the year itself. The Department have 
drawn up a plan for disposal of at least 90 per cent of the 
summary assessment cases by the end of March, 1984 and 
mluce the pendency of such cases of 10 per cent of the workload 
by that d8te.. Pot carrying oiJt thi8 pmn the Department would 
need extra officers for w11lich a study is statefi to be under way. . . . . . 

While the Committee welcome the plan · drawn up by the 
Department to the pendeocy of summary assessment cases to 10 
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pel' cent by the end of March, 1984 the Committee feel that the 
Department should be so geared as to dispose of all the summary 
assessment cases pertaining to a year during the same year and 
the Department should start drawing up plans and taking 
necessary measures to achieve this target at the earliest. Only 
then can the objective of summary Assessment Scheme be 
said to have been really fulfilled." 

Reply of Che M.ini*y 
The recommendation of the Estimates Committee to the effect that all 

efforts should be made to dispose of all summary assessment cases pertain-
ing to a yeax during the same year have been note and the Directorate 
to Organisation and Management Services, (Income-tax), New Delhi hu 
been asked to keep this in view while finalising the long-term plan. 

[Ministry of Finance OM. No. 405/63/80-ITCC (Vol. V) d!- 4-2-82]. 

Recommeftdatioa No. 8 (Para 2.42) 
The Committee note that it is illegal for an ITO· to call an 
asse&See to his office for disposing a sulllDUlCy assessment case. 
From certain reports reaching the Committee it appeared that 
even in summary assessment cases~ assessees !iad been called 
by the ITOs to their office for hearing. The Committee would 
like the Department to keep an eye of the manner of function-
ing of ITOs and see that except in sample scrutiny duly selected 
for the purpose, assessees are not summoned to appear before 
the ITOs and the latter dispose of such cases on the basis of 
the returns alone in consonance with the purploSe of the scheme . ., 

Reply ot die Mini*y 
Necessary instructions have been issued to all the Commissioners of 

Income-ta vide Board's letter F. No. 201/27 /81-ITA. II dated 10th April, 
1981 (Instruction No. 1392). A copy of this instruction is enclosed. (oot 
printed). 

[Ministry of Fmance O.M. No. 405J63J80-ITCC (Vol. V) dt. 4-2-82) 
Recommenda6on No. 9 (PantS 2.43 and 2 •. 44) 

"The Committee note that selective scrutilly of cases falling 
under Summary assessment scheme is done on taJ!dom sampl-
ing basis according to a prescribed formula. The Committee find 
that there were 99,981 sample scrutiny cases pending with 
the Department as N the end of. July, 1980. The Depart-
ment had ~of 9556 cases during the first four months 
of 1980-81. This obviously was a very slow rate of disposal 
of sample scrutiny cases and if the disposal proceed!f at this 
n.tc, it would tike_the Department neacly three years to dispose 
d even those cases which were pending at the end 
of July, 1980. The Olairman, CBDT admitted during evidence 
that the sample scrutiny cases were not being disposed of ex-
peditiously. The Committee note that the Department have 
decided that during 198 t -82 ITOs should give the highest 
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priority for the disposal of cases and selected for sample ~cru­
tiny including the pending case& and these shou1d be completed 
during that financial year itself. The Committee feel· that 
this should have been the appr~h right from the beginning. 
They would like the Department to ensured that Summary 
Assessment cases selected for &ample scrutiny during a year are 
disposed of during the same year itself. 

In order to keep a .watch over the rate of disposal of sample 
scrutiny cases, the Department is stated to have improved 
the food-back system. The monthly progress reports which 
t1311ier did not &how the number of cases selected for sample 
scrutiny and the number of such cases disposed of, have not 
been revised to get this information so as to enable the super-
visory authorities. to !keep an eye on the progress of disposals. 
The Committee would like strict monitoring of the pace of 
disposal of Sample Scrutiny cases so that any slackening of 
pace of dispo8AI is detected at the earliest and remedial mea-
&ures taken promptly to see that the target of disposal of all 
such cases during the year itself is achieved." 

Reply of the Ministry 
Necessary instructions have been issued to all the Commis.sioners of 

Income-tax ·vide Board'f!I letter F. No. 201/159/80-ITA.II dated the 5th 
February, 1981 (Instruction Np. 1381). A copy of this instruction is 
enclosed. (not printed) 

[Ministry of Finance OM. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82]. 

Recommendation No. 10 (Para 2.45) 

"The Committee regret to note that the Department are at 
present not collecting information about concealment of in-
come detected in courfile of scrutiny of sample cases falling 
under the summary assessment scheme. In the a,bsence of this 
information, it is not J?Ossible to judge· whether and if so, to 
what extent, tax eva!Oion -~ ~~~pttempted under the summary 
assessment scheme. The ~ would like that, as assured 
by the Finance Secretary d\Jnng evidence, information ,about 
concealment of income detected-while disposing of sample 
scrutiny clllieS should be collected and collected regularly and 
analysed at the highest level ~ evaluate the success and loop-
holes of summary assessment scheme with a view to ta1cing re-
medial measures in the light on the evaluation." 

Reply of the Millil&rJ 
. With reference to the recommendation of the Estimates Committee, it 

is;suhmitted that detailed imtructions (lnsuuctioos No. 1381 dated 5-2-1981) 
have already been issued to an the Commis&onm ~Income tax laying down 
in detail the proce.dure for selection of samp)e scrutiny cases and tbe 
follow-up action to be taken in regard thereto-. Tbae instructions spdl out 



14 

inter alia, the various checks to be made like; (a) <Wling of total wealth 
statement, (b) exercise of jurisdiction by IAC u/s 144A for issue of suitable 
dire¢om; ( c) annual inspection of a few cases by IACs to satisfy them-
sel~s whet.hc.-r proper scrutiny has been made; (d) levy of maximwn penalty 
to serve as 'I. deterrent etc. · 

2. The Proforma of the monthly progress report has abio been re~Jsed 
w.e.f. June, 1981 with a view to monitoring the progres.s regarding sample 
scrutiny ca<ieS. · 

3. As advised by the Estimate& Committee, the Inspection Division of 
the Central Board of Direct Taxes is being directed to verify during their 
tours whether the work of sample scrutiny has been properly attended to in 
the light of the 1'¥est instructions. This will facilitate a proper evaluation of 
the &eheme. After this year's inspection is~oompleted and the data received 
from the Commissioners of Income-tax are analysed, an evaluation will be 
made in the Board's office and such remedial measures as to plug the loop-
holes of the scheme to make it a succe&S will be taken. The Comniittee will 
also be duly apprised of the results of the exercise by 30-9-82 as all the pro-
cesses nece&&ary for the analysis in regard t"O the work during the fuwicial 
year 1981-82 with reference to the latest instructions can be expected to be 
completed only by then. 

[Mimstry of Finance OM. No. 405!63[80-ITCC (Vol. V) dt. 4-2-82]. 

Recommendation No. 11 (P81'8 2.58) 

"The Committee are glad to note ~at after the Ministry's 
attention was drilwn to the reported tendency of ITOs to call 
assessees for personal hearing even before scrutinising their 
returns, the Central Board of Direct Taxes have issued in-
&tructions impressing upon the ITOs to avoid indiscriminate 

· and mechanical issue of notices with acquainting themselves. 
in advance as to the nature of their Te';juirements and to 
specify in the notices and documents required to be pro-
duced apd to PQ~· which clarification is needed before 
fixing the case . · . :e~. 'fhe Committee feel that if 
harassment of baS to be avoided, Comm.issioneu 
of lnco~tax. shc?uld keejj a · vigilant eye on the ITOs to 
ensure that these instructions a,e followed in · actual practice 
and disnegard shown by the ITO i;n this respect is viewed 
seriously". 

Reply of the ~Uilsh'y 

In regard to the recomnaendation at Serial· No. 11 of the &timates 
Coounit~ nece&&ary inst.uctions bave already been issued to all Com-
miS&ioners -0f lnc:mae-tax vide Board's letter F. No. 201/2S/a0-ITA. II 
dated 18-11-1~0 (Instruction No. 1367). A copy of thi~ instruction i5 
eaclos.ed. (not prlqte4) 

{Ministry of Frriancc OM, No. 405/63/80-ITCC (Vol. V) dt. 4-2'-82):: 
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llec:o•11•11m1•H'-lllllil1N1.N1. SL No. 12 (Para l.59) 
"The Committee feel that it amounts to harassment of the 
assessees and projects a bad image of the Department if 
appointments for hearing fixed by ITOs are not honoured 
and adhered to, no matter what the rea&ODS may be. The 
committee are glad to note that the Central Board have 
appreciated the fee~ of the asscssees 'and have agreed that 
it· should be possible for the ITOs to inform the assessces 
in advance over telephone, wherever pos&ble about the last 
minute cancellation of hearings. The Committee expect that 
the Central Board will issue suitable insitructions to the 
Commissioners and ITOs asking them to hold the hearings 
fixed by them on schedule ?,Dd if due to certain unavoidable 
circumstances hearing cannot be held on the appointed day, 
the assessee should be informed in advance either through a 
letter or over telephone to a responsible person in the asses-
see's house wherever possible. The information about the 
•cancelled or adjourned hearings should also be dispJrored in 
the notice Board outside the Office of the ITO concerned 
and on the general notice board of the Department for the 
benefit of the assessees who may happen to come to. the De-
partment unaware of the cancellation of the hearing." 

Reply of the Ministry 

In pursuance of the recommendation at SL No. 12 of the Estima~ 
Committee, necessary instructions have been issued to all the Comm.is· 
~oners of Income-tax vide Board's letter F. No. 201/28/81-ITA. II 
dated 15th May, 1981 (Instruction No. 1395). A wpy of this instruc-
tion is enclosed. (not printed). 

[Ministry of iFinanee O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82]. 

Recommendation SL No. 13 (Pma l.60) 

"The Committee are glad that the Central Board of Direct 
Taxes have been seen it fit to agreed to amend the format of 
the assessment order s.o as to provide that the dates of hear-
ings held in eonnection with an assessment are indicated in 
the assesimient order. This would have a salutory effect and 
restrain an ITO from calling an assessee unnecessarily for 
personal hearing". 

Reply or die Miniltty 

. In .,,anuance of the recommendation at SI. No. 13 of the Estimates 
COmmitlee, necessary instructions. have been. is&Ued to all the Commis-
sionen of Inoome-tax vide Board's Letter F.. No. 201/28/81-ITA. II 
klat.ed 15th May, 1981 (Instruction No. 1395). A copy of thi!il instruc-
tioat is e~osed. (not printed) . • 

{Mimstrv of. Fmance OM. No. 405/63/80-I'Itt (Vol. V) dt. 4-2-821. 
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Recowndatioo SI. No. · 14 (Psa 2.66) 

''The Committee have been informed that the present 
system of serving Assessm-ent orders and notices through 
notice servers caused difficulties to assessees who it is stated 
would prefer the notices and a_ssessment orders _to be sent 
by registered post. According to the Ministry, the pm;ent 
system is most economical and the service of notices through 
registered post was likely to create admini.&trative probleins 
and hamper as~ssment work. The Committee do not see 
any justification in continuing a system in which the ~­
sees have no faith and which creates difficulties for them. 
The Committee would like that, as agreed to by Finance Sec-
retary, the system of service of Income-tax notice51 and 
orders by registered post should be tried in a judicious and 
economical manner on experimental basis in selected areas 
and progressively extended to other areas." 

Reply of the Ministry 

The replacement of system of service of notices and orders through 
Notices. Servers has been considered in the light of the above recommen-
c\'altions of the Estimates Committee. It has accordingly been decided to 
make .a,n experimental study of the scheme in actual operation by putting 
the scheme to work in one Company Cude and in one Scrutiny Ward in 
each of the four metropolitan cities viz. Bombay, Calcutta, Delhi and 
Madras as well as in Ahmedabad for a period of &ix months commenc-
ing from April, 1982. This experimental study is designed to ascertain 
the varioUs benefitslinconveniences resulting to the assessees!Depart-
ment by the operation of the new system in each of these circles/wards 
as well as to measure and study the comparative co&t Of both the systems. 
~tension of the sys.tern to other areas will be considered in the light Of 
the experience gained from the study ibid. 

(Ministrv_ of Fmance OM. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82]. 

llecommendation SL No. 15 (Para 2.73) 

"The Committee note that the powers of redUctioa or wai-
ver of penalty in certain cases vested in Commissioners of 
Income-tax under section 273A are quasi-judicial powers 
and have to be exercised by them unfettered. It bas been 
represented to the Committee and a,dmitted by the Minis--
try that cases falling under section 273A referred by the 
Commissioners to the Central Board of Direct Taxe11 for 
"guidance" and the Central B0ard give advice in t.he5C 
cases. It is seen that 14 such cases were so referred to and 
dealt with by the Central Boacd during the years 1975-79. 
The Ministry- have stated that if say Commissioner makes a 
reference to the Board for advice on a matter or interpreta-
tion of law the advice is given by the Board but if a Com-
missioner makes a reference on a question of fact. the Cen-
tral Board advise the Commissioners to apply hili mind to 
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the facts and decide the case accordingly. The Central Board 
have a denied any interference with the powers of the Com-
missioners under section 273A, which are of. quasi-judicial 
nia.ture." 

The Committee regret to say that they cannot accept the explana-
tion or denial of the Central Board. In the Committee's view 
such a. reference to the Central Board for 'guidance in cases 
falling under section 273A (affects the assessees ultimate right 
of appeal to the Board against the Commissioners' decisions) 
and also compromise& the quasi-judicial role of the Commis-
sioners. The Committee would like that in.stead of shifting 
the burden to the Central Board the Commissioners sho·Jld 
apply their own mind and decide cases under section 273A 
independently in !heir quasi-jucficial capacity without any 
'guidance' or 'advice' from the Board and take the responsibi-
lity .themselves. The Committee would expect the Central 
Board to issue clear instructions to all the Commissioners and 
ciesist from giving them any guidance or advice in such 
matters." 

Reply of the Ministry 

The observations of the Committee are noted. It i5f sUbmitted that the 
orders undei · section 273A of the Income-tax Act are quasi-judicial orders 
and there is no irppeal provided against these ordeTs to the Board. Section 
273A(5) is reproduced below : 

"Every order made under this section shall be finAl and shall not 
be called into question by any court or any other authority." 

As already stated before the Hon'ble Committee, the Board has only 
issued guidelines/clarifications ori interpretation of law and has not issued 
any instructions on facts which may be construed as placing a fetter OD 
the di&cretion of the Commissioner. It is also submitted that under section 
119 of the Income-tax Act, the Board is vested with the power to .issue 
such orders, instructions and directions to other Income-t;i,x authorities 
as it may -deem fit for the proper administration of thi& Act and under 

. these powers the Board has been issuing various instructions for the sake 
of unifornn1y of interpretation of law on matters requiring interpretation 
under various. sections of the Act including Section 273A. It is reiterated 
that except on matters requiring interpretation of law no imtructions or 
clarifications have been issued by the Board to the Commissioners atfecting 
the discretion of the Commissioner under section 273A. 

{Min. of Finance O.M. No. 405/63/S~ITCC (Vol. V) dt. 4-2-82] 

RecOJllllM'lldafSon SL No. 18 (Para 2.83) 
"The system of permanent Account Number (PAN) was 
introduced in 1972 and placed on statutory footing in 1976 
with a view of enabling speedy location and identification et 

· assessees.. PAN ·is allci&ed by the Deptt. on receipt of applica-
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tions from assessces. It has been represented to the Com-
mittee that Permanent Aocount Numbers are not allotted by 
the department promptly. A& in January, 1981 the Depart-
ment had allotted PAN to all thOSe who had applied for it by 
15 November, 1979 and there could be a backlog of 13 
months in the issue of PANs to the applicants. The Central 
Board admitted during evidence that "this area of work 
neglected in the past" due to severe shortage of manpower. 
The Committee would like that Permanent Ac.count Numbers 
should be allotted to those who apply for them with a: speci-
fied period say, 6 m.onths, and the pendency beyond this 
period should be looked into by the Central Board." 

Reply of the Ministry 
Necessary instructions (No. 1414) dated 23-9-81 have been issued to 

the f.e1d officers, a copy of which is enclosed. (not printed) 
[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

Recommendation SL No. 19 (Para 2.84) 
"At present PANs are allotted to these assessees only who 
apply for them. In the Committee's view it is very necessary 
tna.t all the assessees, whether they apply or not should have 
PANs as &oan as they are enrolled on the registers of the 
Department. The Committee would like the Central Board 
to take necessary steps in this direction." 

Reply of the Ministry 
Section 139A was inserted by the Taxation Laws Amendment Act, 

1975 w.e.f. 1-4-76. Wherea& sub-sections (1) and (2) of Section 139A 
cast a sta,tutory obligation on certain categodes of persons who apply to 
the Income-tax Officer for allotment of Permanent Account Number, sub-
section ( 3) of that section states that the Income-tax Officer may al&a allot 
a Permanent Account Number to any other person by whom tax is PBtYable. 
Instructions already exist which require the field officers to .expeditiously 
issue Permanent Account Numbers. Instructions have again been issued 
to Commissioners of Income-tax on 23rd February, 1982 a copy of which 
k enclosed for information. (not printed) 

(Mio. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 31-3-82]. 

R~ SI. No.· 21 (Para 2.94) 
"The Committee note that at tJresent payments towards income 

tax are accepted at Reserve Bank of India, State Bank of 
India, Treasuries and two or three de.s.i.go.a.ted public sector· 
banks. There are about 5,400 such receiving points all over 
the country and they are increasing every day. The need 
for authorising more public sector banks to receive tax pay-
ment had been felt in non-official circle a,nd brought to Com-
mittee's notice. The Department feel that incteaSing the 
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number of bank& authorised to receive payments would cause 
certain accounting problems and delays but as admitted by 
the Finance Secr~tary, these difficulties a,re not unsurmoun-
table. The Committee feel that for the conV'einienc.e of the 
assessees, the Department should not grudge increasing the 
number of public sector ba:nks authorised to receive tax pay-
ments from three at present ·to atleast nine in the immediate 
future". 

Reply of Gae Miaisery 

·~re are about 5400 receiving points a,ll over India. These receiving 
points include branches of all the Public Sector banks. Three to four 
Public Sector Banks with all their branches have been selected in each 
State (depending inter-alia on their popularity in that State) and authorised 
to receive direct ·taxes payments. Since the bulk: of taxpayer& are located 
in the eight metropolitan cities of Calcutta, Bombay, Delhi, MN!ras, Hydera-
bad, Kanpur, Bangalore and Ahmedabad, there are 1449 branches of 
Public Sector Banks and Reserve Bank of India to ca,ter to the needs of 
the taxpayers at these station&. It would, thus, be seen that the number 
of existing receiving points is not inadequate, and increasing their number 
is likely to lead to some administrative difficulties. The procedure followed 
i& that e,a.ch branch of the public sector bank is required to prepare a <;Croll 
indicating th·: details of the payments received. These scrolls (!hrce copies) 
along with challans are forwarded to the link banks. These link banks, 
in furn, forward two copies of the scrolls with two copies oi challans to. 
RBI. If all the Public Sector Banks (now numbering 20) along with all 
their branches are followed to receive tax payments, the number of receiv-
ing points would increase manifold and this would result in tremendous 
increase in paper work This would in turn require each public fllCCtor 

, Bankwic;e account to be maintained in the office of the Commissioner of 
income-tax ·which would increase the number of. registers to be. maintained 
with consequential requirement~ of additional man-power. The multipli-
city of scrolls (coming from all branches of all PSBs) would require, over 
a period, inceased storage space. This may also result in delays as the 
area of control would incr~e. 

Even so, in deference to the recommendation of the Committee Govern-
ment have decided, as a first step, thaJ the number of public sector banks 
and concsequently the receiving points in each metropolitan towns i.e. Bom-
bay, Cakutta, Madras, Delhi, Ahmedabjld, Bangalore and Hyderabad 
should be increased in consultation with the CIT concerned. The effects 
of this extension would be reviewed after some time and on the basis of 
the review, further extension of the facility would be considered. 

[Min. of Fiuance O.M. No. 405/63/80-lTCC'(Vol. V) dt. 4-2-82) 

Reconuaendailon SL No. 22 (Para' 2.97) 
''The Cominittee take note of the understan~ reached 
among Ure c&AG, Ministry of Finance and the Central Board 
of Direct Taxes that if an i~terpretation of Law given by C&AG 
Is not acceptable to the Ministry /Central Board of Direct 
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Taxes and if the matter is taken to the La,w Officers of the Go-
vernment of India at appropriate level, the ruling given by the 
Law Officer~ would be acceptable to all of them". 

Reply of the Ministry 

The observation of the Estimates Committee has been circulated amongst 
all the officers and technical section of the Board ·~··ide this secticn's note 
of even number- dated 4th June, 1981. This has also been brought to 
the notice of Audit vide our D.O. dated June 4, 1981. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

Recommendation SL No. 28 (Plft 2.UOJ 

"Accordnig to the present procedure a detei-mined refund 
can at the request of assessee concerned, be adju&ted against 
an admitted ta.x liability of the assessee. But the Department 

· are not prepared to allow the asses&ee to adjust an unpaid but 
determined refund against a future liability as suggested by 
some non-officials. They' ·would like the Department to 
ex.a,mine the suggestion further to see if it can be accommoda-
ted in the scheme of things in any refund form" 

Reply of the Ministry 

Refunds due are at present adjusted against existing liabilities in 
accordance with section 245 of the Income-tax Act, 1961 after giving 
intimation to this effect to the assessee. Refunds can be withheld ..ils 
241 with the prior approval of Co~ioner of Income-tax only ff issue 
of refund can be considered to be prejudical to revenue. Non~issue of refund 
due on the ground that it will be adjusted towards future liability may lead 
to avoidable payment of interest by the Government. further ascertain-
ment of the qtiantum of future liability may create problems by opening 
up cases of dispute. In view of this, it would not appt"N to be feasible 
to implement the recommendation of the Hon'ble Committee .. 

[Ministry of iFinance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82]. 

Reeommendation SL No. 30 (Para No. 3.24 and 3.25) 

''The Committee regret to note that departmental appellate 
authorities viz. AACs and CITs(A) and CITs., have in 
no year been able to keep pace with the work load with 
the result that the number of pending appeals have been 
inaeasing from ye:..r 'to year. The Ministry have admitted 
that targets were somewhat unrealistic but it is stated .. some-
what challenging" targets were laid down to stimulate the 
apoeallate authorities to dispose of maximum number of ~.,. 
While the Committee welcome the Central Board's .a,pproacb 
to lay down "cballengiD.g targets", it appears they have no\ 
succeeded in gearing up the system to enable the a.J]pellate 
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authorities to rise to the occasion anywhere~ The Commit-
tee would like the Central Board to review the position and 
devise a more practical approach which should be challeng-
ing as well as realistic and create a result oriented. s.ystem to 
ensure disposa,l of appellate work according to pla:nned targets". 

Reply of the Ministry 

The Central Board of Direct Taxes has reviewed the monthly targets 
fixed for dispo&al of appeals by CITs(A) and AACs in the light of the per-
formance in the latest completed financial year 1980-81. The monthly 
targets from Commissioner (Appeals) in metropolitan _and other charges. 
and for those dealing with Central Circle appeals are 60, 70 and 30 res-
pectively. Weightage is given for dispo&itl of appeals involving disputed 
demand of Rs. 1 lakh or more by CslT(A) (other than those dealing 
exclusiveiy with Central appeals) by treating disposal of one appeal to 
be equivalent to two. Such weightage applies only to appeals against 
orders of assessment and not those against penal'ties et.:. For financial 
year 1980-81 chargewise statistics of disposal absolutejweighted is given : 

Disposal Total Weight~d Average 
_....._.......__ ___________ disposal with 
Non H.D. re for-
H.D. ence to 

weighted 
disposal 

c~ntral 1619 866 2485 2646 441 

M!tn,nlitan 113)3 377.! 15575 19J06 67.; 

Oth~rs 14134 2987 17121 20546 685 

2. The CsIT dealing with Central appeals have been able to meet the 
annual targets. Charge in metropolitan towns, namel~, Bombay, Calcutta,, 
Madras and Delhi have given weighted disposal of 678 as agamst annual 
target of 720 (60X 12). For realistic appraisal, however, yearly target 
per CIT(A) should be worked out on the assumption that ~h incumbent 
had 11 months of working; one month on average having been availed of 
as earned leave. On that basis annual target, more realistic, should be 660 
appqi,ls per CIT(A). Actual performance in weighted number meets it. 
As for other charges. also, yearly target on the basis of 11 months working 
sbomd be 770 appeals. Actual performance in weighted munber is 685 
and is, therefore, less. 

3. A cseful appraisal of the performance does not justify any revision 
of the targets so fixed. The challenging element in the targets admitted 
by the Board before the Committee will be allowed to continue. 



4. As for the perfonna,noe Of the AACs in financial year 1980-81, 
the following statistics is giVtll : 
--------------------- ----- ---------~ 

Fina'14:ial·year Working Total Avernge Di!po_al J er AAC 
~lt°c"gth dispos<:.I y~arly per month 

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

1975-76 164 2454C4 1496 125 
1976-77 138 23C.l29 t667 139 
1977-78 181.5 :'.39336 1322 LIO 
1978-79 1:0 160559 1412 11-7 
1979-80 ~~'5 155312 1480 123 
1980-81 108 173563 'C:C7 1.34 
---------- ------------~-- -----

5. It Slhows that average disposal of 134 appeals per month tnatk.s an 
improvement from such average for the· last few years excepting the 
average in 1976-77. In 1980-81 the sanctioned strength of 115 AACs· 
was incre~ to 151 in November, 1980. Thereafter distnl>ution of s:tilc-
tioned strength between metropolitan and other cliarges waS; 60 and 91 
respectively. The monthly target for AAC.s are 150 and 165 respecti\'ely. 
Average monthly target per AAC woiiks out to 160 per month. On the 
basis of 11 months of working average yearly target, which is more realis-
tic, would be 1760 !ippeals per AAC. The actual cfu;posal of 1607 however 
falls short of yearly target of 1760. On careful review the targets taken 
on the basis of 11 months l"vorkirig do not call for any revision. 

6. As far the Committee's remarks that tlie system liihould be geared ·up 
to enable the appellate authorities ·to rise to the occasion administrative 
supervision is exercised to review monthly performance. The Dir(~ctor 
of In&pection (I.T.) makes monthly review of the AACs work and the 
concerned Commissioners are advised to suitably instruct the A.A.Cs whose 
performance is not upto the mark. 

The Board reviews monthly the woiik of Commissioners- (Appeals),. 
and they ar:: told timley to fulfil· the argets, wherever lacking and also 
to adhere to the priority in disposal of high demand 'appeals. 

{Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-S2] 

Recommendation SI. No. 32 (Para 3.27) 
"The Central Board have informed the Committee that they 
sccupulous.1.y h<>llOUr the independence of the Departmental 
Appellate authorities and that it is not correct to say that 
these authorities ha~ a. bias against asseaees. 1be Q>mmittee, 
however, caaot help taking noee of a general feeling of dis-
trust among certain aon-official circles in the objectivity and 
the independence uf these authoritie&. The Committee would 
advise the Central Board to make every effort to dispel 
tho stJSpici.oli of pro-revenue bias among ~seaeees · aDd re&-
tore their amDdence in the fairness of departmootal appellate 
Procedures." 
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Reply of Gae Mtailky 

The observations of the Committee contained in this J?ara regardin& 
honouring the. independence of the first appellate authorities have been 
noted by the Central BQa,rd of Direct Taxes. 

[Min. of Fmance O.M. No. 405/63/80-1~ (Vol. V) dt. 4-2-82] 

'.Rec:ommendation SI. No. 33 (Pan 3.28) · 
"The Committee would like the Central Board to easure 
compliance of their very whole-som~ instructions in thi& regard 
to ensure that final decisions are given i:n fully' heard appeal 
cases by Appellate Officers under transfer orders before they 
lay down charge." 

Reply of the ~ 

The Central Board of Direct Taxes I:ias reiterated the existing instrucr 
tions which make it necessary for first appellate authorities to pass order& 
in the cases fully heard by them before h~ over charge on receipt of 
tr~nsfer orders. Compliance to these instructions shall be ensured . 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

Recommendation SI. No. 36 (Para Nos. 4.4 & 4.5) 

"The Committte wish it were possible to mak.:, a reasonable 
eitimate of black money as· such as estimate will no doubt enable the. 
Government to formulate more appropriate policies and take more etfective 
·aaminjstrative measures to curb the generation and use of black money to 
save the economy from its pernicious role and minimise inflation in the 
country". 

Reply of. tile Ministry 

The recommendation has been noted and the feasibility of such an 
estimate as well as the most effective instrument therefor will be examined. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dL 4-2-82] 

Reconunendatioa SL No. 38 (Pam No. 4.1.IJ 
"The Committee would like the Central Beard to review the 
working of the Central Information Branch and the assessing 
officers and take measures without any further d4lay to ensure 
that :•ll relevant information is regulply and syst~matically 
collected and disseminated to assessing officers anct made full 
use of by them. Ill this_ ucanae.meot a specific responsibility 
should be cast on the supervisory officers to make sample 
checks and take, corrective measures. The Committee would 
like to be apprised of the action taken ta the mattet .'' · · · · : 



Reply of the MinisCry 
Steps have already been taken by the Board for review d the working 

ol. t'he Central Information Branches. At the instance of the Board, Direc-
torate of Organisation and Methods has undertaken a method study of the 
Central Information Branch attached to the C.I.T., Delhi and submitted 
their report. After the report is considered by the Board, guidelines are 
proposed to be issued in the matter cf proper staffing of the Central Infor-
mation Branchs at. well as improvi.ng theit effectiveness in the matter Or 
collection, collation and dissemination. of information as· well as eflec6ve 
utilisation of such information at the time of assessments. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

Reeommendation SL No. 39 (Para Nos. 4.15 & 4.16) 
"'The COmmittee cannot but hold the Department 
fully responsible for not bringing this 'Effective 11:001' for curb-
ing obstentaitious expenditure to the notice of field staff and 
d~lore the Department's fatlurc to discharge this elementary 
duty. The Committee would urge that full and judi.cious use 
of the powers under Secti,Jn 133.A be made by field staff and 
monitored at appropriate level and information collected dur-
ing surprise checks of lavish expenditure on parties etc. be 
used at the time of assessment." 

Reply of the Ministry 

Necessary instructions have since been issued reiterating the existing 
instructions as contained in Board's letter No. 414l35l80-IT(INV) dated 
26th September, 1980. A copy each of the existing ins!nJctions as weJI as 
instructions now issued are enclosed. (not printed). 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

RecOM••• ........ SL No. 40 (Para 4.19) 
"The Committee regret to note that wholesome provISton 
made for referring certain accounts for compulsory audit by 
auditors to be nominated by Commissioners, u/s 142(2A) of 
l'he Jncome-tax Act w.e.f. 1st April, 1976 has not been utilised 
to the extent t'o which it should have been utilised. During the 
la'St 3 years only 16 atses were referred for compulsory audit 
under this power. The Committee recommended that all pre-
paratory work to give effect to this provision should be com-
pl~ted without: any further delay and the power of the compul-
IOl'J audit used in all cases where it is necessary to do so 
In the interest of l'fiCllUC." 

Reply of. Gae MWstry 
Instructions have been issued to the Commissioners of. Income-tax that 

they abould impress upon their officers to recommend more casts for com-
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pulsory audit u/s. 142(2A). A copy of the instruction No. 1415, dated 
23-9-1981 is enclosed herewith (no't printed). 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

.0 

Recommendation SL No. 42 (Paras 4.32 to 4.35) 

"The Committee would JiJle the Ministry to reconcile 
the two figures of the self-employed profossiona!s given to 
them so as to have .a clearer picture of the magnitude of self-
employed professionals without which it will be difficult for 
them as well as for the Committee to have any i<lea about the 
extent of tax ev'asion among ~is class. · 

The Income-tax Department should obtain lists of professionals 
from the respective professional bodies like Bar Councils, Re-
gional Institutes of Chartered Accountants, etc. Lists may also 
be collected by visits to various localities. All such lists should 
then be compared with the lists of Income-tax payers avail-
able with the Department to ascertain whether all of them are 
paying Income-tax or not. The Department, it is stated, have 
made some -efforts in this direction from time to time. The 
Committee would, however, like that approach of this nature 
f:,.!iou]d become a regular and integral part of the survey opera-
tions which are carried out from year to year." 

Reply of the Ministry 
As regards the fJrst part of the recommendation it is felt that it may not 

be possible tO reconcile the two sets of :figures since one sd gives the aggre-
gate number of professionals on the registers of some of the Commissioners 
as on 31-3-1976 and the other set indicates ·a number of assessments com-
pleted in respect of such professionals in the assessment year 77-78. The 
only conclusion which can &e drawn on the basis of these sets is that 
while the number of professionals exisring in the registers of the department 
are pretty high,, a number of assessments compleled in respect of them 
leaves much to be desired. Instructions have been issued to the Commis-
sioners to expedite the pending assessments in respect of such professionals 
so as to make them upto date as early as possible. 

2. As regards the second part of the recommendatirin, a' copy of the 
Instructions since issued to \he Comrnisioner is enclo.>ed (not printed). 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

lissw J 

RecommeadatiOll SL No. 46 (Paras 4.30 and 4.40). 
''The Committee are swprised to find that even though Sec-
tion 44-AA of the II!come-tax Act, as inserted by the Taxa-
tio-:i Lawi (Amendment) Act, 1~75 provi~es for compulsory 
mamtenance of ac.counts by oertain categones of professionals 
and empowers the Board to specify the books of account and 
other documents that ihould be maintained by them to enable 
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the Income-fax Officer to compu'te their annual income, the 
· lncome-tax Department have not exercised this ~wer and 
have not laid down the nature of books and records thal they 
1hould maintain. The Department· have tried to explain as to 
\ll'hy this power has not been exercised so far but the Com-
mittee are not satisfied with the explanation. 

Now when the Chokshi Comm.it\ee have also made certain re-
commendations as to the nature of records which the profes.-. 
sionals should maintain, the Committee would like the Central 
·Board not to lose any more time to exercise the powers under 
Section 44-AA and swcify the books of account, etc.. eich 
should be maintained by self-employment professionals with suit-
able provision to guard against hardship to new ~ntrants in the 
profession." 

Reply of the Ministry 

1. Notification No. 4324/F. No. 133(102)176-TPL [S.O. 824(E)] 
issued on 21-11-1981 by the Central Board' of Direcr Taxes has inserted 
new Rule 6F in the Income-tax Rutes, 1962 prescribing the books of ac-
count and other documents tO be kept and maintained under Section 
44AA(3) of the Income-tax Act, 1961 by certain categories of professio-
nals, e.g. doctors, lawyers, engineers, architects, etc., the particulars to be 
contained \herein, the place at which and the period for which they are- to 
be kept and maintained. It has, also introduced a new Form No. 3C being 
a form of daily case register to be maintined by madical practitoners. 

2. The above prov'isions have come into force on the date of their .publi-
cation in the Officiai Gazette i.e. 21st November, 1981. A copy cf the said 
notification is enclosed for reference. (not printed). 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dt. 4-2-82] 

Recommendation SI. No. 49 (Pan 4.52) 

"Seeing the work-norms how fixed for Survey Inspectors at 
15 business premises a day and 5 new constructions in resi-
dential areas in big cities and 10 major premise~ and three 
new constructions per day in mofussil areas, the Committee 
cannot but conclude that the Inspectors' output was woefully 
low in 1979-80 when they surveyed only 2-3 premise per day 
on an average. The Committee are surprised to note that 
though the new norms were approved in March, 1980, instruc-
tions to this effect were issued by the Department only in Jan-
uary, 1981. The Corun1ttee feel that the Survey Operations . 
ha\e ·tremendous potential in bringing new assessees within the 
income-tax net. Raising daily output from 2-3 premises in 
197~-80 to over 15 in big lawns and 10 in mofussil areas in 
1981 is a big jump upwards. What is to be s~n is whether 
these new norms are actually observed by the Inspectors in 
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day-to-day working and how seriously they go about their 
, work. The Committee would like the Departm.ent to monitor 

the performance of Inspectors individually and survey organi-
sation as a whole and ensure that the results expected cf them 
are forthcoming." · 

Reply of the Ministry 
As noted by the Committee in para 4.52 of their report, instructions 

have been issued to the Commissioners fixing the norms of performance 
for Inspectors undertaking survey work. These instructions were issued by 
D.I. Cm with the prior approval of the Board. In the last para of the 
instructiOns the Commissioners were made responsible for monitoring the 
-performance of Inspectors to ensure t~at the sam~ did not fall below the 
n0rms laid down. These instructions have been reiterated in Board's letter 
F.No. 411115181, dated the 27-6-81 in compliance with the recommenda-
tion of the Commi\tee. A copy of tbe Board's letter da!ed 27-6-82 is en-
closed. (not printed). 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Recommenda~n SL No. 50 (Para 4.53) 

;'The Committee would like the Department to make li cost 
benefit study of survey organisation from year to year to have 
a dear picture of the success of their operations vis-a-vis· ex-
penditure incurred on tl:em." 

Reply of the Ministry 

The Board have carefully considered the recommendations. While it 
may not be possible to carry out the Cost Benefit Study c.f all charg.:s from 
year to year, the Board have decided to have a sample study, in respect of 
Bombay and Calcutta Charges for the financial year 1980-81, undertaken 
by Director, 0 & M Services of tl:e Income-Tax Department. 

(Min. of Finance O.M.-No. 405/63/80-ITOC (Vol. V) dated 4-2-1982] . . 

· Recommendation SL No. 51 (P.,. 4.67 and 4.68) 

"The Committee take note of the procedural steps 
now taken by the Ministry to maintain statistics which will show 
the number of successful searches and concealment of income 
detected and gains to revenue in such searches. They would 
like that those statistics showing results of searche..• and seiz-
ures should be criti~y analysed with a view to making these 
cperations more effective aYd efficient in the light of past 
experience. These statistics will also hefp the Department dis-
pel the impression, if it is wrong, .·that searchs are launcl:ed in-
discriminately." - · 
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Reply of the Mhli*y 

In regard to SI. No. 51 we have already taken appropriate action by 
prescribing a revised quarterly statement In addition, the Member (Inv.) 
bas also addressed a letter to the DI (Inv.) separately to collect data :e-
garding important search cases, so that a time bound programme can be 
launched for early disposal of such cases. 

(Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Recommendation SI. No. 52 (Para 4.69) 

"The Committee note that at present no cost benefil analysis 
of the activities of Intelligence Wing of the Department is 
made. The Committee apprc.ciate that the expenditure incur- · 
red on the Intelligence Wing should not be compared merely 
with the value of assets seized or gains to revenue made as a 
reseult of searche~ conducted by the Wing. ·Their mere exis-
tence has no doubt salutory affect of ils ow11. The Committee 
however feel that still it would be ~tter. for the Department 
to make a cost benefit analysis of the Intelligence Wing's ac.ti-
vities to be able \o have a better appreciation of the role 
played by this Wing in detecting and curbing unaccounred as-
sets in concrete terms. This would mab these wings more 
serious and result-oriented in their activities." 

Reply of the Ministry 
In pursuance fo the recommendations of -the Committee the Director 

of 0 & M Services of the Department has been asked to conducr a cost 
benefit analysis of the Intelligence Wings. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Recommendation SI. No. SJ (Para 4.70 to 4.73) 
"Making a case study of searches conducted in Delhi 
alone tl:e Committee, are, surprised to note that c,iut of the 
1118 cases in which searches were conducted during the years 
1975-76 to 1979-80 p,osecutions hav• been launched only 
in 14 cases till December, 1'980. In 9 cases the time taken to 
launch prosecutions was 1 to 2 years, 1 case 2 to 3 years and in 
4 cases over 3 years. The Ministry have not explained as to 
whether in other cases (1004), investigations have not been 
completed even after a lapse of such a long \ime or whethec 
cvidt>nce of concealment of income has not been found; in 
either case, the performance 'ol tlie :ISepartment on this front 
is nothing to write J.ome about'. In fact this can give credence 
to the common impression that searches and seizures are 
generally on frivolous grounds. 

Such unconscienable delay in completing investigations, launching 
prosecutions an_d bringing- the defaulters to book defeats the 
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very purpose of searches and seizur~ and lowers the Depart-
ment's prestige in public eye. The Committee would like the 
Ministry to take a serious view of the lncom.! tax Department's 
iru::apacity to complete investigaticms in search cases expedi-
tiously and take concrete action to bring the Prosecution Wing 
of t.11e Department to a reasonable level of efficiency. The Com-
mittee would' also like the Department to draw up a time bourtd 
programme to liquidate the pending cases and ensure that in 
future investigations in search cases are complekd within a 
specified time failing which the matter should be examined 
by the Board for remedial action." 

Reply of the Ministry 
As recommended by the Committee necessary ins·tructions have been 

issued to the Ditecfor of Inspection (Investigation), New Delhi for draw-
ing up a time bound programme for dispcsal of pending search and seizure 
cases within a specified fme in consultation with the Commissioners of 
Income-tax concerned. He l:as also been requested to review the progress 
of the disposal of such cases as well as- in the cases pending inv'estigatiou 
once in ·every quarter. 

As regards the efficient working of the prosecution wing of the Depart-
ment it is stittt.d that :-

(i) A new column has been introduced in penalty registers under 
the heading 'prosecution' for recording prosecution potentiarty 
on completion of penalty proceedings to enable the ~parrm.ent 
to proce~ tl-.e pontential ca~c8 quickly . 

.(ii) It has been decided that a broad based prosecution cell headed 
by a Director and consisting of an Under Secretary &nd c:om-
plimentary staff be set up in the Central Board of Direct Taxes 
for controlling and . streamlining the procedure for processing 
of rrosecution cases expedi!ic:msly. 

Besides, certain posts of A.DJ. (INTELLIGENCE) have also 
been sanctioned for doing prosECUtion ~ork exclusively. 

(iii) The organisation is .also being strengthened by appointing pro-
secution counsels on the same pattern as is done by the Cen-
tral Bureau of Investigation. 

(iv) Steps are being taken to impress upon the field cfficers to 
make vigorous use of rt:e provision of Section 276C, which 
provides for launching of prosecution for wilful attempt to 
~v'ad~ tax as well as artempt to evade payment of taxes ere., 
m sUitable cases, after the search and seizure oi>eration without 
wa:ting for completion of as·scssments etc. in such c;ses. 

(v) The Direct Taxes Regional Training Institutes are also conduc-
ting courses for impatting training in all aspects of 'prosecu-
tion work'. 

{Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 
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Recommendadon SL No. 54 (Para 4. 78) 
"4. 78. Under Section 269(q of the Income tax Act, the compe-

tent authority can take cogniZance of uqder-valuation of im-
movable property at the d.me of transfer and if th~ difference 
between tl:.e apparent com.jderation and fair market value is 
more than 15 per cent of \he apparent consideration, he can 
initiate pr~ for acqilisit_ion of the property. This ~ea­
sure is aimed at curbing generatioo · arid circulation of black 
money. The Committee regret to note that adequate use bas not 
been made of the powers vested in the Department under this 
section. In the three years 1977-78 to 1979-80 ou't of acquisi-
tion proceedings initlatcd in 11,461 cases, only in 134 cases the 
properties actually vested in the Government. This is indeed 
a poor show. The Departme.nt have tried to explain that the 
long drawn out procedure at the departmental level and the 
parties rigbt to go in appeal to Appellate Tribunal, High Court 
and Supreme Court are the factors responsible for the poor 
result!'.. In the Committee's opinion it is better fO take cogni-
zance of ca~es of under vafuation of ·a higher order and bring 
major, though fewer defaulters to boc•k in the shortest possi-
ble time than to waste time an.d energy on large number of 
petty cases without acl:ievlng commensurate results. If this is 
not done. the purpose of having the provisions of the statute 
book will be defeated and il would no( have any deterrent 
effect a~· is claimed by the Department. The C<?mmittee would 
like the Government to rrview the position with a view to 
making the law more pragmatic and really deterrent." 

Reply of the Mini!.try 

With a view to take cognizance of cases of undervaluation of higher 
order and to bring major cases of acquisition of property to book and with 
a view to avoiding genuine hardship, fresh guide lines h?ve been is!>ued, 
with the aoproval oi F.M. to. the d,epartmental officers advising them to 
restrict initiation of proceedin~ under chapter XXA of TT Act, 1961 0nlv 
to properties of comparatively larger value or to case~ where the value of 
the property is understated by a subsrantial amount. 

The l.T. Act, 1961 has also sin5e been amendesf by the LT. (Amend-
men\) Act, 1981 to bring within the scope of Chapter XXA of the Act. 

(i) tramft:rs of flats owned through the medium .of Cooperative 
Societies and' Companies. 

(ii) agreemenr of sale followed by part performance a& visualised 
in section 53A of t!ie • tran~er of Property Act, 1981; and 

{iii) Long-term leases (viz. leases for a period of not less than 
12 years). ' 

[Min. of Finance O.M. No. 405/63)80-ITCC (Vol. V) dated 4-2-19821 
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Recommendation Sl No. 55 (Para No. 5.10 and 5.11) 
"The Committee feel that shortage of officer and staff 
should not be held out as a justification for huge arrears or 
inefficiency of the Department a& the department are expected 
to keep the staff strength abreast of the exp~nding workload 
The Commit'tee would like the Department to go into the man-
power needs in the ligl:t of the studies _already riiade and take 
conclusive measures early to provide adequate manpower at all 
levels to keep pace with the work. Tht Committ~e hope that 
in view of the likely reduction in the work of the Income-tax 
Department under the Budget proposals for 1981-82, the staff 
needs of the Department will be tailored to suit the new situa-
tion!>." 

Reply of the Ministry 
Tl~e Government have set up a separat'e office of the Director, Organi-

sation & · Management Services (Income-tax) for the specific purpose of 
conductii.g studies etc. That office has from time to tim~ conducted studies 
for determining the requirements of officers and s-taff for different areas of 
work in the Department. Some proposirls for sanction of additional posts 
for different items of work mooted on the basis" of the work-5tudy rC'ports of 
the DO~~S(IT) are under consideration of the Government. 

-
As regards the Committee's observation about the likely reduction con-

sequent to the amendment introduced to the Finance Act, 1981, on re-
viewing the position, it has been found that the likely reduction in the ·man-
power attributabie to the raising of tl:e exemption limit will be more than 
offset by the additional manpower required to deal with additional work-
load likely to be generated by new cases and enlarged scope of sample 
scrutiny. 

[Min. of Finance OM. No. 405j63j80-ITCC(Vol. V) dated 4-2-1982] 

·Recommenclaltion SL No. 56 .. (Para S.12) 

"The Committee find that no direct study as such for reduction 
in paper work in the Income-tax Department has been done so far. This 
is an area in which there is great scope for improvement. A thorough 
streamlining of the system and procedures can bring :ibout a much higher 
level of output and efficiency without any significant increase in man-
power. The Committee would therefore like a comprehensive study l'f 
the organisation and methods to be undertaken with a view to achieving 
efficiency with economy." 

Reply of the Ministry 

The Income-tax Department performs a variety of functions in 
accordance with the provisions of Direct Tax .Laws, rules and procedures 
prescribed b) the Central Board of Direct Taxes. Ther~ are certain areas 
of work whert.. both Jaw and procedure have been simplified over the 
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past few years to reduce paper work. Minimise clerical labour and speed 
up output. The introduction of Summary Assessment Scheme, adoption 
of simplified procedures where assessments are completed under this 
scheme, discontinuance of Advice Notes in respect of refunds below 
Rs. 1000,. modification of the provisions relating to collection of advance 
tax since 1-6-78, reduction in the number of static;tical reports and 
statements and infiodqction of sampling procedure in processing of 
Direct Taxes statistics, could ·be ciled as some of the areas where subs-
tantial simplification of the work procedur@s has already been achieved. 
There are. however, other areas such as simplification of collection and 
accounting procedures, rationa~ation of the survey procedures, simpli-
fication of procedures to ensure prompt settlement of audit objections, 
simplification of procedures aimed at eliminating the issue of redundant 
tax recovery certificates etc. where substantial progress could be achieved 
These matters need contin~us review, and are engi-ging the constant 
attention of the Directorate of Organisation and Management Services 
set up in this Department since 1974. and steady progress is expected 
over the years. 

[Min. of Finance OM. No. 405j63j80-ITCC(Vol V) dated 4-2-1982] 
Reco111111endation SI. No. 57 (Para 5.17) 

"The Department have two cadres of Income-tax Officers-
Group 'A' (Class I) Group 'B' (Class II) with provision for 50 per cent 
of the posts Group 'A' being filled by -·promotion from among group 
'B' offa.:ers. The Ministry have admitted that there is a long 
history of dispute between the direct recruits and promotees to the Indian 
Income-tax Service (Group 'A'). Certa:n proposals are now stated to be 
under consideration fo "heal the friction between . ihe two sets of 
officers". It is unfortunate that the friction between two 
of the most important segments of officers of the Department has 
been confnuing for a long time and the Department have not been able 
to do much in the matter. This is sure to have had an adverse effect on 
tl:e departmental efficiency. The Committee would like the Department 
to spare on effort to find a solution to this knotty problem at the earliest 
and bring about cordial relations between the two c;ets of officers." 

Reply of the Miaistry 
The cause of friction between the direct recruits and promotee offi-

cers in the grade of Income-tax Officer related to their seniority. This 
matter had been the subject of litigation over a long period and the 
issues were finally settled by· the Supreme Court in 1974. While there is 
no friction after the issues were settled by the Supreme Court, the Fede-
ration of Income-tax Gazetted Services Associations wh'ch represents 
promotee officers had been pressing for improving the career prospects 
of promotee officers. In particUlar\ the Federation have been represent-
ing for (i) larger promotions fom Group 'B', to Group 'A', (ii) direct 
promotion to th .. Senior Scale in Group 'A' and (iii) grant of weightage 
on promotion. The Government have already taken steps to convant a 
certain number of Group 'B' posts to Group 'A' and to fill these posts 
exclusively by appointing senior Group 'B' officers. The other matters 
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viz. direc\ promotion from Group 'B' to the Senior Scale in Group 'A' 
and grant of weigbtage on promotion are under consideration in con-
sultation with the Department of Personnel and Administrative Reforms. 

[F. No. A-35015168/81-Ad. VI F. No. 405i63/80-ITCC(Vol. V)J 
Recomentlatioo SI. No. 58 (Para 5.18) 

"5.18. The Committee are informed that Group 'B' officers have to 
wait for over 14 years before they can hope to get a chance to be pro-
moted to Group 'A'. Stagnation for such a long time appears to be at 
the rool of frustration among Group 'B' officers .. The Committee feel 
that a system of promotion at an early stage of the careers of Group 'B' 
officers through a limited departmental competitive examination prefer-
ably through UPSC or otherwise will not only be good for the officl'ri. 
but also conducive to efficiency and· harmony in the Pepartmenl. The 
Committee would like the Department of think in this direction." 

Reply of the Ministry 
Under the existing rules of recruitment, the posts of ITOs (Group 

'A') are filled by promotion and by direct recruitment in the ratio of 
1: 1. Officers who are considered for promotion from Group 'B' to Group 
'A' a·gamst 50 per cent of the vac~ncies reserved for them are promoted 
on the basis of their record.. of service. The suggestion of the Committee 
that a system of promotion through a· limited Departmental Compe-
titive Examination tilrough the Union Public S-;rvice Commission 
or otherwise ile introduced for promotion of Group 'B' officers to Group 
'A' is not likely to be acceptable to the Federation of Income-taJ" Gazet-
ted services Associations. A similar suggestion to set apart half of the 
vacancies for promotion quota to be filled by examination · was mooted 
by the Administrative Reforms Commission but d!d not find favour with 
the representatives of Group 'B' officers. The Fedcratio'1 are, therefore, 
not likely Ito agree to the a~option Qf this method for promotion to all 
the vacancies in the promotion quota. If may be menl.icned \hat the 
Federation has separately suggested that their promotion quota be in-
creased from 50 per cent to 66.2/3 per cent so that a larger number of 
Group 'B' officers c~wd be promoted to Group 'A'. This proposal is also 
under consideratiOn in consultation with the Department of Personnel 
and Administrative Reforms. In the event of any increase in promotion 
quota being a.grfed to, the suggestion whether increased quota 
could be set apart ·for filling on the basis· of Limited Departmental 
Compett"live Examination will be considered. 

[Min. of Finance OM. No. 405/63180-ITCC(Vol V) dated 4-2-1982] 

Recommendation SI. No. 61. (Para 5.29) 
"5.29. The Committee would also like the Department to meet the 

transport needs of the Income-t~x Officials and prov1d~ adequate number 
of staff cars to help formations by poolin2 arrangement. or otherwise, 
to enable them to move about in the performance of their official fun-
ctions without difficulty. The Department should clearly tell their officials 
not to use \he assessee's cars for official or 'personal work." 
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Reply of the Ministry \ 

The position in regard to the r~uirements of Staff Cars for De-
partmental use is reviewed from time to time. Augmentation of the 
existing fleet strength is under cons:deration. Regardjng use of assessee's 
cars by officials, the existing instructions in this regard have been re-
iterated. The Heads of Department have been advised to instruct all the 
officials not to use assessee's cars for official as well as thclr personal 
work. · 

lMin. of Finance OM. No. 405163i80-ITCC(Vol. V) dt. 4-2-82] 

Reco111D1endations SL No. 62, 63 (Paras 5.36, 5.37, 5.38) 

"There is a general feeling of _ dissatisfaction among asses-
sees with the working of Public Relation set-up in lncome-
tax Offices who it is reported, are not fully equipped to 
render, '"nor render, the required assistance to the tax payers 
in filing returns, getting refunds etc. The non-officials have 
also represented that even the minimum facilities like sitt-
ing accommodation, drinking water; etc. are not afforded 
to the assessees when they visit the Income-tax Offices 
Reports of lack of proper behaviour have aim reached the 
Committee. The Ministry have stated that the PROs are 
qualified ITOs and are expected to keep themselves abreast 
of tlle latest changes in the fawslrules. A study Group of the 
Department has recently studied the functioning of the Public Re-
lations set up and made several recommendafons for improving 
its efficiency. Most of the study group's recommendations have 
been accepted by the Government and arc in various stages 
for implementation, 

The · Committee would like that detailed instructions on the 
nature and manner of rendering assistance \o the assessee 
should be issued by the Department for the guidance of 
Publ:c Relations units· and supervisory officers advi<:ed to 
conduct periodical inspection of the working · of these units 
to ensure that these iilstructions are carried out- by them. 
Complaints of improper behaviour or indifference , to the 
asscssees problems should be taken serious not-! of. 

The Committee would expect the Department to provide 
adequate accommodation and seating arrangement and rea-
sonable level of amenities for the assessees in the Puhlic 
Relations lini\s and the Income-tax offices. These are th~ 
basic facilities which every assessee · visit:ng an Income-tax 
office expects and deserves. The head of the office 
should ~ held i>ersonally accountable for any lapse 
on this front Since the Chairman, Central Board is liimself 
aware of the unpopularity of the Public Relations work among 
Il\come-tax Officers, it is incumbent on the Department to 
see how they can make the Public Relations job more , 
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attractive and rewatcling so that efficient officers do not grudge 
a posting there. It should be recommended that this is prob-
ably the first and the most frequently approached point of 
contact between the assessees and the Department and, as 
such, really, knowledgeable public-spirited and alert offi-
cers should be posted to these units not only to project a 
good image of the Department but also to _assist the assessees 
in their ..problems with the various wings of the organisation. 
Needless to say, sets of latest news, rules, forms etc. should 
be available in the Public Relat;ons Units and made ava]-
able to the assessees on demand without hesitation. 

Reply of the Ministry 

A copy of D.O. letter No. PR 6(2)IRSPl81-82 dated 22-10-81 from· 
Director of Inspection (RS and P) to all Commissioners of Income-tax is 
enclosed, together with extracts from the Blue print referred to there:n. 
(Appendix I). It will be seen that the~e deal with 'llost of the recom-
mendations made by the Committeeln paragraphs 5.36 to 5.39. Com-
mittee's observation regarding postings of the officers to these units has 
been noted. 

[Min. of Finance OM. No. 405163180-ITCC (Vol. V) Dated 31-3-82] 

Recommendation SI. No. 67 and 68 (Para 5.61 and 5.62) , 

"5.61. A Gr:evance Cell was set up in 1979 under the personal 
supervision of the Chairinan, Central Board to deal with 
complaints from assessees. Similar Grievance Cells had also 
been set -.up in 60 Commissioners charges upto December 1980. 
The Committee would expect similar cells to be set up in 
the remaining charges early. 

5.62. The Department received 2352 complaints dur"ng lhe years 
1977-78 to 1979-80 out of which 1331 complaints were 
disposed of by February 1981. Of the remaining 1021 com-
plaints still under investigation 353 are more than 3 years 
old, 258 two fo three years old and 383 one to two years 
old. The heavy pendency of complaints is as admitted by the 
Departfuent, "disconcer'ting". The Committee cannnot over 
emphasise the importance of expeditious investigation of 
complaints and prompt follow-up action, fail'ng which the 
assessees ar~ likely to lose faith in the grievance procedure 
and the procedure -.ould also lose the deterent effect it is 
otherwise expected to have." 

Reply of tlle Ministry 
Grievances Cells have been set up in all the Commissioners' Charges. 
2. As far as the Grievance Cell functioning in the Central Board 

of Direct Taxes is concerned, out of 1675 complaints received in this 
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Cell since its inception till end of Febru_ary, 1'982, 1481 cases have been 
finally disposed of which y~lds 88.4 per cent disposal of the complaints 
and the complaints appraised individually. In several cases, the com-
plaints have thanked the authorities for the personal interest taken and 
the prompt action taken by \he Department in redressin~ the grievances._ 

. 3. Further, in the CBDT, complaints received in the Cell are not 
-only promptly disposed of, but the individual complaints are also informed 
ot the action tjlken and the manner of redressal of the grievance. No 
complaint is treated as finally disp-osed of until such a complete reply 
goes to the complaints. To ensure that the Commis3i0ners also adopt 
a similar procedure, each of the Commissioners of Income-tax has been 
asked to indicate the number of grievances received by him relating to 
his charge disposed of by him every month in the monthly D.O. letter 
sent by him to the Chairman, Central Board of Direct Taxes. The receipt 
of these reports are no\ only watched are also reviewed and commented 
upon by the Chairman. 

[Min. of Finance OM. No. 405j63l80-ITCC (Vol. V) Dated 31-3-82] 

Recommendation SI. No. 69(Para 5.63) 
"Now when the need for setting up an independent machi-

nery for vigilance work has after all been realised, the Com-
mittee would exi>ect the Department to reinforce the Direc-
torate of Vigilance. with an independent investigation machi-
nery to deal _with vigilance work effectively and efficiently 
at the headquarters as well as field levels at the earliest". 

Reply of the Min1my 
The position in regard to strengthening of the v:gilance machinery 

in the Department has been reviewed. A prop-osal for creation of addi-
tional posts in the cadres of offieers and staff is under consideration of 
the Government. 

[Min. of Finance OM. No. 405163'.80-ITCC(Vol. V) µt. 4-2-82] 

RecOIDmendation SI. No. 71 (Para 5.64) 
"It has been brought to the notice of the Committe~ that in 

many cases assessees do not make complaints against De-
partmental authorities for fear of reprisalo; by che Officers 
concerned. The Ministry ha'\'e explained how PROs, Assis-
tant. Commissioners and Commissioners make th~selves 
accessible to assessees• and redress \heir .::omplaints. In addi-
tion to what is behig done at present, th~ Committee would 
like the Commissioners of Income-tax to med assessees and 
~ep~esentative h?<fies individually or in groups withoul having 
1umor officers m attendance who may be directly · involved 
with the assessment work against whom tht: assessees may be 
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having complain\s. Unless such exclusive meetings are held 
in confidence, it is difficult to expect the assessees to open 
out and bring their complaints to the notice of Commiss~oners 
frankly."- · 

Reply of the Ministry 
Whenever the Commissioners meet representative bodies in groups. 

the department officer's are not normally present unless they are invited 
by the representative bodies themselves. All Commissioners have also 
set apart specific time each day for meeting any tax payer without any 
prior appointment. 

I 

[Min. of Finance OM. No. 405163180-ITCC (Vol. V) Dated 31-3-82] 

Recommendation SI. No. 74 (Para S.82) 

"The Committee are surprised to learn that though a· proce-
dure of annual physical verification of files in vogue in the 
Depa,rtment, • the information about missing files is not re-
ceived at the centre and the headquarters are not in a position 
to say JiOW· inany files are found missing in the annual physi-
cal verifications in the various charges. In the Committee's 
op"inion feed back regarding the number of missing files 
should be available wi\h the headquarters after annua1 physi-
cal verification to enable them to take remedial measures in 
the matters fr~m time to time." 

Reply of the MinisCry 
Instructions have since been issued to all 'the Ccmmiss'oners for 

furnishing feed back inforn:iation regarding missing files in the pre<cribed 
proforma. This information is due in the Directorate of O.M. Services 
(Income-tax) on 15th July and 15th October every year. A copy of the 

. instructions is enclosed. (not printed). -
Min. of Finance OM No. 405/63/80-ITCC(Vol. V) dt. 4-2-82 

Recommelldation SL No. 75 (Para 5.83) 
"5.83. The Committee are also informed that the record space in 

the Income tax Offices is nol adequate. The Comn11ttec expect 
the Department to study the extent of in.adequacy of space 
for records and see what can be done to remMy the sifaa-
tfoo." 

Reply of Che Ministry 

. The study on the space requirements of the Income-tax Department has 
been taken up in right earnest. The· study will inter-alia cover the require-
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ments for records (both current and old). The study is aimed at ascer-
taining:-

(i) The extent of office accommodation occupied by the field offi-
ces for various purposes. . 

(ii) Requirements on the basis of existing scale:> of office accom-
modation; and · 

(iii) The adequacy of the existing scales and need for evolving 
new scales particularly for special requirements of this De-
partment. 

Efforls will be made to complete the study early. 
Min. of Finance OM. No. 405J63J80-ITCC(Vol. V) dt. 4-2-82 

Recommendation SI. No. 76 (Para 5.84) 

"5.84. The Commi\tee regret to n_ote that even though Permanent 
Account Nµmber (PAN) system was introduced as far back 
as 197 ~, the Department have, even· after a lapse of ten years 
not been ..able to s~itch over from the old • GIR system to the 
new PAl'•rsystem in the matte~ of keepmg records. Conti-
nuance_ Qf old and new systems side by side cannot but crea't 
confusion in day to day reference and the sooner the switch 
over to PAN system is made, the better it would be for· the 
Department." 

Reply of the Ministry 
Necessary instructions No. 1414 dated 23-9-81 have been issued, to 

,the field officers a copy of which is enclosed. (not printed) 
[Min. of Fin:mce OM. No. 405J63J80-ITCC(Vol. V) .dt. 4-2-82] 

Recommendation SL No. 77 (Para 5.90 & 5.91) 
"The Committee regret to note that the Central Direct Taxes 

Advisory Committee at the Centre and Regional Direct Taxes Advi$ory 
Committee at the headquarters of various Commissioners of Income-tax 
which were constituted to provide an important forum for mutual exchange 
of ideas and experiences on tax administration between the assessees and 
ilie Department, liave not been meeting regularly irl_ the recent past. During 
the last 4 years (1977-80) the Central Committee met only once." 

"Regional Advisory Committee at six places (Hyderabad, Ja.ipur, 
Madras, Patiala, Rohtak and West Bengal) did not meet even once 
during the last 3 years (1977-79); at three places (Bhubaneswar, Bhopal 
and Shillong), these met only once during this period, (at Bhubaneswar 
only one out of seven members was present). From tbis, the Committee 
cannot but conclude that the Department and the Commissioners of Income-
tax do not have adequate appreciation of the usefulness of this forum and 
have not taken adequate interest in holding their meetings. The Committee 
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take note of the measures now contemplated by the Department to activise 
these Committees and hope that the meeting of the Central and Regional 
Committees would hereafter be held twice a year to discuss administrative 
of procedural and policy matters concerning direct taxes and follow up action 
in the light of their discussions". 

Reply of the Ministry 

As regards the observation of the Estimates Committee in para 5.90, 
a meeting of the Central Direct Taxes Advisory Committee was held after 
its reconstitution on 27th July, 1981. Government would also make every 
effort to ensure that the Central Direct Taxes Advisory Committee meets 
regularly twice a year. · 

As regards recommendation· in Para 5.91, the Regional Direct Taxes 
Advisory Committees are in the process of reconstitution and in some of 
the cJi.arges reconstitution has been finalised. However, since the term of 
the Cominittee is for a period of 2 years or till it is reconstituted, whichever 
is later, the previous Regional Direct Taxes Advisory Committees continue 
to function at the charges of various Commissioners of Income-tax. Neces-
sary instructions have been issued (Letter F. No. 155(131) 181-TPL dated 
9th November, 1981) to the Commissioners of Income-tax to hold the 
meetings of the Committees bi-annually in the months of June and December 
and it has ber;n impressed upon them that this schedule should be strictlv 
itdhered to. A copy of the instruction is enclosed. (not printed) 

[Min. of Finance OM. No. 405163180-ITCC (Vol. V) Dated 31-3-82] 



CHAP'fER Ill 

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT DESIRE 
TO PURSUE IN VIEW OF GOVERNl\.IENT'S REPLIES 

Recommendation Sl Sos. 16 & 17 (Paras 2. 77 & 2. 78) 

"The Committee cannot but take note of the representa-
tions made by non-officials that valuation certificates obtained by assessees 
from Registered Valuers are not accepted by the Department though the 
later have derived the charge. The Department, when asked to furnish date 
to enable the Committee to judge for themselves the correct positions, could 
not do so. The Committee. would like the Department to make sample 
study of the date of valuation certificates in Delhi, Bombay, Calcutta and 
Madras charges and apprise them of the results within six months. 

The Committee feel that the present system of requiring valuation certi-
ficates from Registered valuers should be reviewed if the Depa~tment find, 
in the light of the sample study referred to above, that by and large these 
certificates are not reliable." 

· Reply of the Ministry 

As desired by the Committee, a sample study of the fate of Valuation 
certificates in Delhi, Bombay, Calcutta and Madras charges has been 
made. As per the same out of 1152 cases in which certificates were obtained 
by _assessees from Registered Valuers, in 1037 cases the valuation made by 
Registered valuers were accepted by the assessing Officers. Ill view of this 
position, the necessity of reviewing the present system of roouiring valuation 
certificates from Regisrered valuers does not seem to arise. 

[Min. of Finance OM. No. 405163180-ITCC(Vol V) dated 4-2-1982] 



Clf4Pl',&R IV . 

R.ocoMMBNDATION6 iN RESPECT .or· \r.ViHJ.cu .R.EJ>il..L6S Qf' 
GOVERNMENT HA VE NOT BEEN ACCEPTED BY THE 

,COMMJ.Tf:FE 
Recommendation SL No. 23 (Para No. 2.115) 

"&po.rts ba\'e ,rea,cbM ~ Oiwmi~ filwn. various ljWU:f#rs Jbat 
generally speaking, assessees neither get refunds promptly nor received in-
t.e~ .oe>n ddJ.yJ'd r.~s to which .they .a.re entitled .imder ·* law and 
tttey do ..uut .cOJ;i:tpl,ain e.Uher for fe.ar .of repr.a's.als. ~ making a saau>le st.J.idy, 
the Committee learnt that, in Bombay and Delhi Charges. .no .iate~t was 
paid under Section 243 during the last 3 years nor, during the last 2 years 
and .di11Ciplinary action wlUch is required to he tUe.ri ill ases of •dda.Y was 
taken in any case. the Committee wish more data are available to enable 
them to find out whether Bombay and DeDii <Jtarges were so efficient as 
not to delay refund eVM .in a siJ:Jgle .case dwring .the last 3 years or that these 
charges could inanage to avoid paying due intere<;t on delayed refunds 
somehow or other. The Finance Socrettll'y, ·Whe was f&rthright took note 
of .t}lc Co.mn;>ittee's :y>pr~~m~ipn "tba~. thGugh .&<.ctiou 243 is tb~e on the 
S~ute book, it is virtu~ly a dt;aQI lc,ttt;r b~cause no .ass.C11s.ee ciairns., nor 
does any lncome-;tax Officer grant .the .interest .on delaye.d paymerft ... ·He 
assuro.d 'the Committee to :take actiQn in •the matter. Th.e CQD,lnUt.tc~ would 
like the Minis.try to enquU-e into the phenomenon .of non-payments of the 
iQterest .under all Cominissione,rs charges together :\Jith the step,s the 
Miniitry propose to take to set thi.Qg.<; right." · · 

Interest under section 243 is payable in two circumstances. Firstly in 
cases where the income is .e,oly {rpm inter~st on securities and dividends, 
interest is payable if the refund has not been granted within 3 months from 
the end of the lllQBtb. in which tee claim for rd'1.nd is mad.e. 6ecoitdly in 
all other cases interest is payahle if .the :refund is not graatcd wit.bin 3 
mooths fwm the end of the month in which the r~ft1l1d ~ ~el'.miJled. 

2. Duripg the nnaiwial year 1979-80, .interest 1:1[s 243 has been paid 
of Rs. 1,-04,-000 in 2,888 cases all ov.er India. 

3. Administrative instruotions have been issued from: t.im.e . to time to 
eo&Ure that ieo- cklay occurs in isiu.e .of refuw:l and wherever Olere is delay 
interest must ·be paid. A copy of instructions No. 653 dated 21-1-14 is 
~oscd which provides for surpri&e i~tions also in this. betlalf. A copy 
of instructions No. 834 ~ 15.tb .Maf, 1975 is also .enc.Iosed wbiJ:h spe-
~jficaJly i3)'S that iii a case whue the delay hs occ~red due to unavoidable 
circumstances or even due to •e on. the part of tbe dep;1rtment, inter.est 
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tnust be paid and the I.T.0. has been made personally responsible for en-
suring that no delay occurs in issue of. refund; if there is any delay interest 
must be paid. The supervisory abthorities were directed to see this parti-
cularly during the course of their normal as well as surprise inspections. 
Advisory warning to be more careful in future was to be issued in the 
first instance of such failure followed by a character-roll entry if the 
officers concerned persist in delayed issue of refu,nds and in not paying the 
interest on delayed refunds. 

4. )he detailed instructions reitera\ing the earlier instructions were 
alscdssued on 6th April; 1978; a copy·of whiclris .. encfosed. (not printed) 

S. · DOMS have been asked to make a study of few circles of Delhi and· 
()n receipt of their report, further action will be taken to tighten the adminis-

__ lrative machinery. 
~ . . .• . - . 

!Min. cf Finance O.M. No. 405/63/80-ITC.C (Vo1. V) dated 4-2-1982] 

Comments of the Committee 
Please see para 1.11-:-Chapter I 

Rte01111Dendation SL No. 24 (Para 2.116J 
·"The Committee find that, during 1978-79, a sum of over Rs. 23 

lakhs were paid as interest on delayed refunds under section 244 through-
out the oountry. What f_urther evidence is needed to establish that refund 

.clain1s have intact been delayed by certain officers causing not heavy lo~s 
, to tbe. exchequer but also harassment to assessees. The Committee urge that 

a thorough enquiry into cases of delays in settlement of refunds b~ hl~ld 
with a view to analysing the reasons for delay and taking effective measures 
to remedy the situatioo.. They would also like to know whether the Depart-
ment Instructions requiring disciplinary ·action being taken in cases of 
delay were followed in all cases of delay and, if not, why _i;ict ?'.' 

Reply of the Mini!try 
The figure of interest paid uis 244 includes payment of interest uis 

244(1A) as well. Under Section 244('IA) interest is paid on the refund 
arising as a result of appellateJrevisionary orders from the date on which 
the amount was paid till the da~e of issue of refund excluding one month 
from ihe date of order. Under this section interest is required to be paid 
statutorily even if there is no delay in issue of refund and therefore it cannot 

. be said that the total interest of Rs. 23 lakhs paid was_ on account of delay 
in refund only. Administrative instructions have been issued time and 
again to promptly give effect to appellate. orders and it. is kept un~er watch 
also• through IPamtenance of appeal register. In .Circular. _ No. . 209 
dated 11-1-77 {copy enclosed), it has been provided that the appellate orders 

. -should be given eff~ct with extraordinary promptness ensuring tha't in any 
case they are given effect to withi,n a p:io.11~h .of the da~e ~f _the order. <?ur 

· fostructions dated 6-4-78 regardmg 1mtiat1on of disciplinary ·action 
stands modified by Board's le\t~r dated 9th October, 1979 to the effect that 
if there is a lapse in the matter and this lapse is not properly explained, 
an adverse entry shall be recorded in }he CCR of the dealing official. If an 



official gets three adverse entries any further lapse _will entail disciplinary 
action' and levy of suitable penalty. A copy of letter dated 9- JO-79 is 
cnclos:::d (not printed). A study 1s alieady being conducted in -_pursuance 
of the recommendations o{ the Estimates Committee by lht: DOMS, New 
Delhi, in iespett of few' circles in Delhi and on t,he basis of the study 
report further action, as deemed fit, would be taken. 

JMin. of F.inance O.M. No. 405/63/80-ITCC (VoJ. V) dated 4-2-1982] 

Cominents -of the Committee 
Please see para 1.11-Chapter I. 

Recommendation SL No. 31 (Para 3.26' 
"An aniilysis of the - pending- appeals! revision petitions shows that 

about 2 years workload is pending with AACs, 15 months work load 
(revision petitions only) is lying accumulated _with CslT and over 
1 year's work is pending with Income-tax Appellate Tribunal. 
For disposing of arrears with AA Cs, the Central Board _have evolved. a 
norm that at the end of the ne~t four years, not more than six ~nths work 
·load should be pending with each AAC. The Committee feel that this· norm 
should· also apply to CsIT, CslT(A) and Income-tax Appellate Tribunal. 
Their Administrative sets up and appellate p~ocedures should be._ so re6r-
ganised that each one of these appellate authodities should be able ·to deduce 

• the pendency to six months work load at the earliest. Neajless to_ s~y this 
would require constant monitoring and periodical -review of achievements, 
which the Committee hope the Central Board would do conscientiously." 

Reply of the Ministry 
The Committee have expressed the desire that the Central Board of 

Direct Taxes should evolve norms so as to ensure that' the pendency with 
the CsIT{A) -and the Income-tax Appellate Tribunal as well as the CsIT 
(for revision petitions) should be reduced to six months work load at the 
earliest. In this connection it may be pointed out that norms for disposal 
with regard to pendency with CslT(A) and CsIT (for . revision petitions) -
already exist. Under Central Action Plan, for the year, disposal targets for 
revision petitions are fixed. Compliance to the targets is regularly watched 
by the Board. Similarly, disposal targets fixed for CslT(A) are re_viewed 
monthly to oversee their perfor.mance vis-a-vis the targets fixed-. As for 
the Income-tax Appellate Tribunal, the Board has no administrative control 
over the same. The observations of the Committee with regard to the Incomc-
tax Appellate Tribunal have been communicated to the Ministry of Law, 
Justice and Company Affairs for necessary_ action. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4.-2-19821 

Comments of the Committee 
Please se_!! para 1.14--Chapter I. 

Recommendation SI. No. 44 (Para 4.37) 
"The Committee feel that there is great merit in the suggestion 

that all new-comers to the profession (newly registered or transferred from 
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eJsewJier.e) &bo.wci i>e Uq.uired to GQtijy ·their JWW,S <\Od ~SC6 11'.> the 
Inoome-tax Jl)epaJ:tmei!t ~ . immedistdy . acM11e :thew. to · tnaiahlw .Jc-
ceets of incame aRd &aNillgs and other mlevant .ieooms right .frQJD. the 
·begi.Hing awl ~lain Jo them under what ,~wiiBQllii 1'lty ¥'.ill •<tBle 
liable .to pay income-tax. At p.eciodicai ~als, the ~t . ffbwlld 
ask them to declare that tbeic anOllal .income does DOt ~"1 ~le 
J.i.wjt." 

lleply a die ff · ·r,,, 
Having regard to the fact that aH professionals have to get their names 

r~gistered in t~ ~ppr~te .. pro.{Qsi90!l1 jRsUtutW.u.s! ~~ Boar~ is of the 
vtew that the ~xis'ting practice of periodically obtalning the hst of pro-
fess~ls ffom suc)l -iftstittdiom ftlQy .OOllMue. The rules .pr,esm4bing the 
books of ~~count and ott.er documett(s required to ~ le.opt by pe1'5GDS 
carrying OB le~al, medical, engineeriug J;}r arclt~ural ~sion « the 
prof~ssions of accountancy, .toohnicel consultancy, Werior .decoration, ,jlutko-
rised representative or film arti$te are being framed. ENeiy profesaie•al 
·liable te be assessed to tax will be required to nbmit the retucn of. inoome 
suo moto '!Jnder the Jneeme TM Act an~ f~ilure to oo ao ma&' ~ntail •JIOt 
only penalty ·but also prosecution. The B6ard, therefore, cioes 11(}( 0008ider 
it n~c~sary to request ~~ professiOllals to declare ·pet'i.Nicaly 1'hat their 
(;lnnual incom.e does not excee~ taable limits. 

{Min. of F~nani;e O.M. No. 405/63/80-lTCC (Vol. V) dated 4-2.-1982] 
Comments of the Committee 

Please see para 1.17........cbapter I 

Recommendation SL No. 64 (Para ~.HJ 
"The C<HDmittec wo.u.ld sugge11t :tibat f*back .01l th~ fl;l~iQl1$ ,cJ. asi;~s 

with tlae working of public relatioos :1¥lit at .each pl"~ ;be ~~ by the 
Ilq)ar~nt with a view to kn.owillf and .r.et;novi.ng ~s. This 1h<ndd 
be done .on a regular and sy!itMtauc bQ51s." 

Jlfl)ly GI .. Ministry 
A cc;>py of D.O. le\ter No. PR. (i(2)JRSJ>J81-82 dati:.1.1 22-10--Sl from 

.Pirector of l~ti9n (R~) to all Commissioners of lll1=Qroe-tax is 
~QSed, togother w~ extracts frQDl the Blue print (.t\ppend~ J) referred 
to therein. lt will be seen t.hat th~ de&! with most of the CecmJ1lllendatlo.ns 
made by the Committee in parwaphs 5.36 to 5,39. C.9J;Dmitt,ee's observa-
tion regarding par.tings of the officers to these units has been noted. 

[Min. of Finance O.M No 405 /6~/80-ITCC (Vol. V) dated 31-3-1982] 
Cemments of the ee-ittee 

Please see para 1.21-Chapter I 



CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE AWAITED 

R~mmendation SL No. 1 (Pam 1.6) 

The Committee feel that if their reco1llIDendations and conclusions 
are taken seriously and implemented in letter and spirit, the tax administra-
tion would be streamlined, difficulties of assessees would be considerably 
removed, tax evasion curbed and the tax revenues would go up. 

Adion taken by Government 
No reply bas been received from the Min. of Finance. 

Recommendation SL No. 5 (Para No. 2.14> 

"The Committee would like the Ministry to ensure that return 
(onns are easily available in all towns and supplied to all those 
wbc; ask ·for them. In order to avoid misuse and wastage the 
forms may be priced and sold through post offices, banks and 
other such organisations so as to bring them within the easy 
reach of assessee in cities or mofussil towns." 

Reply of tlie Ministry 

At present return forms are made available to the assessees free of· cost 
at all the Income-tax Offices in the country. The question of pricing of 
return forms bas been considered more than once by the Board and was not 
found acceptable as apart from being a public relations gesture, it would 
further also lead to accounting difficulties. Besides this, return forms are 
also being made available through 63 selected post offices all over the 
country and the postal authorities charge at present 30 paise per form as 
handling charges from the assessees. The scheme regarding distribution 
of return forms through post office} did not receive encouraging· response 
from the assessees as the bulk of the forms remained unlifted from the 
post offices. Therefore, a review of this scheme is being undertaken. 

lil pursuance of the recommendations of_ the Estimates Committee, the 
feasibility of distribution of returned forms through nationalised banks is 
being examined, in consultation with the Department of Economic Affairs 
(Banking Division). 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 
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Recommendation SI. No. 20 (Para No. 2.89) 
"It has been suggested by non-official organisations, that pass 

books with permanent account numbers should be supplied to 
the assessees and all payments of tax dues should be recorded 
therein. This system, it was stated, would help assessee to 
overcome the difficulty of getting credit for payment in the 
event of late receipt of cballans from the Banlcs. The Com-
mittee find that a similar suggestion has also been made by 
Chokshi Commi'ttee. According to the Ministry the introduc-
tion of ledgered accounting system is necessary for issuing pass 
books. This system was tried by the Dep:irtment in a rmited 
way but had failed. In any case, introduction of ledger system: 
W<>uld require a large number of staff which the Department 
could not have in the forseeable future". 

"V.'hile lhe Committee appreciate the difficulties of the Depart-
ment they feel that the difficulties of the assessees are also real 
and need a sympathetic consideration. The Committee would 
suggest that the question of introduction of pass books should 
be studied by the Department with ari open mind in conjunc-
tion with the non-departmental experts with a view to finding 
out whether and if so, in what form: the system of pass book 
oould be adopted without adding much to the administrative 
cost". 

Reply of the Ministry 

Similar recommendation made by the Chokshi Committee has been 
referred to the Economic Administration Reforms Com'mittee and further 
action would be taken on r_eceipt of fhe recommendations of the Com-
mission. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) <lated 4-2-1982) 

Recommendation Sl Nos. 25 It 26 (Paras 2.117 & 2.118) 

"The Committee feel that the root cause of the said stale of 
affairs in refund cases appears to be the lack of a proper in-
formation sys~em capable of bringing delays in settlement of 
refund claims· to the notice of supervisory officers periddically 
as a matter of course. What is needed is a more methodical 
system of work which may inter alia, provide for a separate 
account of receipt and disposal of refund cases with a built in 
procedure to enable the seni9r officers to monitor the progress 
at regular intervals. The Committee would li'ke 1he Department 
to evolve a suitable s~·stem in this re~ard and apprise the Com-
mittee. 

The system should provide for a distinctive colour or 
marking for refund claims. to preven~ the refund claims from 
getting mixed up with other papers." 



47 

Reply of the Ministry 

The recommendation is acceptable in principle and the Directorate of 
OrganisatioQ and Management Services, New Delhi has been asked to evolve 
suitable method for introduction in the beginning of the next financial year. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Recomme~on SL No. 27 (Para 2.119) 

"Even though instructions are stated tb have been issued 
by the Board that refund orders should accompany the assess-
ment orders or otrders giving rise to refunds, frnm: the complaints 
reaching the Committee, it appears that tllese instructions too 
are not being observed by all the Income-tax Oflkers. Similar 
complaints have been received about no& issue of advice to 
banks simultaneously with the issue of refutld vouchers in cases 
where bank advice is requ!r-ed to be isstted. It is doubtful 
whether, even in these cases, disciplinary action has been taken 
against any officer for delays in issue of refuBd vouchers even 
though such an action is required to be taken under administra-
tive instructions. The Committee would like that case studies of 
this aspect of the working of a few charges on a selective basis 
t\! also made and system orworking made foot proof in the 
light of the results of the studies to avoid any complaints on 
this account. The committee would like to be informed of the 
action taken in the matter." 

Reply of the Minisfry 

DOMS, New Delhi bas been asked to canduct study of a few circles 
in Delhi for evolving a fool proof iystem in the light Of the result of the 
study to avoid any complaints on this account. On receiPt of the study 
report further action will be taken. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Reee............_ SL No. 29 (Pans 2.U8 & 2.119) 

"The Commi~tee have pc into matteF. They are of 
the opinion that film artistes and other categories of. prafe.ssionals 
such as authors, pla}'Wrights, musicians, sportsmen (including 
athletes) who have a relatively short spa2l. of professional life 
aeed some relief for their lean IJ.Dd old days. Tho cases d. once 
highly succeasful film artistes, sponsmen. authors, etc. laJJguish-
ing in old days arc too well-known· to require reoounUng here. 
The Committee feel that the general question <;>£ a~uacy of 
existing tax a>ncessions to such professionals having a short 
profeaiooal life aBd uncertain fut11ff, iBcludiqg che gains to revenue and loss k> professionals as result of withdrawal of 



concessions under Wealth-tax Act in 1974, should be dis-
passionately reviewed with" a view to rationalising the tax. 
provision". 

Reply of the Ministry 

The matter is under examination. 

[Min. of Finance O.M No 405/63/80-ITCC (Vol.. V) dateµ 31-3-1982} 

Recommend&tion SL No. 34 (Paras 3.29 and 3.31) 

"3.29 - 31. In the context of long delays in litigation under direct 
tax laws, the Chokshi Commit'tee's proposals for establishment 
of a Central Tax Court with all India jurisdiction is worthy of 
serious consideration. The establishment of more benches of 
High Courts would not be able to provide a final solution to 
the problem in as D!Uch as parties cannot be barred from going · 
to Supreme Court in appeal against the High Courts nor can 
confilcting rulings be avoided. 

In the Committee's opinion if time-consuming process of litigation 
in courts of various levels has to be avoided and Government 
dues collected without avoidable delay, there is no escape from 
setting up a Central Tax Court with exclusive jurisdiction and 
final say in tax matters. The Committee are aware of the cons-
titutional difficulties but these are not insurmountable. The 
Committee would like the Government to take an early decision 
in the m:atter." 

Reply of the Ministry 

The matter is under examination in consultation with the Ministry of 
Law. 

LMin. of Finance O.M No 405/63/80-ITCC (Vol. V) dated 31-3-19821 

Recommendation No. 35 (Paras 3.38, 3.39) 
The Settlement Commission was set up by the Government with effeet 

from 1st April, 1976 to settle certain matters falling under Income-tax Act 
and Wealth-tax Act in accordanee with the procedure prescribed therein. 
As on 31st March, 1980, 1407 applications were pending with the Com-
mission, out of which 610 were .pending for 1-2 years and 282 for 2 to 3 
years and 98 for 3 to 5 years. At the present pace of disposal of about 
270 cases per year, the Commission is likely to take over 5 years te clear 
the arrears alone. And if the fresh intake of 430 fo 820 applications every 
year is also taten into account the position would be worse. 

The Committee regret to note that even though it was apparently ri&ht 
{rom the beginning (1976) that the Commission's capacity to dispose of case& 
was only a fraction of the intake, the Ministry took no tangible action to 
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11b"engthen the Commission. The Committee would like that the considera'-
1ion of various suggestions before the Govemm.en~like increasing the strength 
and benches of the Commission and investing Commissioners of Income-tax 
with powers to settle cases without reference to Commission should be 
expedited and necessary steps taken without delay to strengthen the system 
to enable it to cope with the work. The Committee would recommend that 
in the case of the Settlement Commission also the norm of reducing the 
pendency to not more than six months work load by the end of the next 
four years should be adopted and structural and proced11ral re-or2anisation 
of the Commission brought about with this aim in view. · 

Action taken by the Gov!lrnntcnt 
No reply has been received from the Ministry of Finance. 

Recommendation SI. No. 37 (Para 4.10) 

During Survey Operation to identify new assessees, the 
Income-tax Department collect information from a number of 
sources like the Registrar of Companies, imports and· exports 
offices. luxury hotels, Sales Tax Department, MU'Ilicipal autho-
rities etc., and pass it on to assessing officers for further action. 
The Committee find that there is no provision which makes it 
mandatory for the various authorities to fw:nish the desired 
information to the Income-tax Department. The Central Board 
"reel it would be helpful if such a statutory provision is made. 
Now when the need for a statutory provision in this regard has 
been accepted, the Committee would expect the Government 
to initiate action to make a suitable provision in the Income-
ta:it Act as early as possible. 

Reply of the Ministry 
The Question of amendment' of the law is being examined in 

cxmsultation with the Ministry of Law. 
[Min. Clf Finance O.M No 405/63/80-ITCC (Vol. V) dated 31-3-1982] 

Recommendation SL No. 41 (Paras 4.23--4.25) 
The system of Permanent Account Number was introduced 

with a view to identifying the assessees and the transactions 
with which they are associated. Though this provision· was 
introduced as far back as 1972 and gave powers to the Central 
Board [Section 139'A(a) and (b)] to specify the transadions in 
which PANs will be quoted by assessees, the Committee find 
that the Central Board have not so far specified the categories 
of transactions in relation to which P ANs. have to be qooted by 
them compulsorily. The Central Board and the Ministry 
acknowledge the usefulness of compulsory mentioning of PANs 
in high value transactions but because of certai,n administrative 
implications, they are afraid of introducing the new procedure. 
The matter is stated to be still under the consideration of the 
Board. 
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The Committee have gone into the administrative implications 

apprehended by the Central Board. They are constrained to 
observe that tthe Board are unnecessarily m~ing the &ffi-
culties out of prop<>rtion. It is a wholesome provision which will 
go a long way m helping the Department to identify persons 
who enter into high value transactions but are not on the regis-
ters of the Income Tax Department. Persons giving wrong PANs 
will attract the presumption that they have done something 
wrong and they have something to hide, thUli providing suffi-
cient evidence to the Department to proceed further in the 
ma\ter. 

The Committre !Jlrongly feel that the Central Board should not 
vaccilate any longer, and invoke the powers vested in them 
under section 139A(5) & (6) and _specify the transactions in 
which it will be compulsory for the persons to quote their 
Permanent Account Numbers. · ~imultaneously, the Board 
should make adequate administrative arrangements, to collect 
infommtion about and to -make random checking of such 
transactions with a view to detecting cases of tax evasion. Nocd-
less to say, the Board will have to make arrangements for 
allotment of PANs at short notice Jo new parties, who may be 
entering into high value transactions for the first time before 
being registered as income tax assessees. 

Reply of the Ministry 

The recommendation of the Committee is under active consideration of 
the Central Board of Direct Taxes. 

[Min. of Finance F. No. 414J75!80-IT (Inv) dated 31-'.l-H82] 

Reoommendation No. 43 (Para ·4.36) 
"In some of the metropolitan cities, the Department have 

exclusive Income-tax Officers for particular categories of 
professionals like doctors, lawyers etc. The Committee wouJd 
suggest that this practice may be extended to all big citieri1 
and an I.T.C. dealing with a: certain calegory of professional 
in a particular area should have the jurisdiction to deal with 
all these persons, institutioru. and enterprises which night 
broadly be connected with that particular category of pro-
fessionals. For example, all the doctors, private clinics, nur-
sing homes and medical ~hops in an area should be assessed 
by the same Income-tax officer." 

Reply of the Ministry 

The suggestion that the cases of persons, institution~ and enterprises 
which might brQa.dly be connected with a particular category of pro-
fessionals may be dealt with by the Income-tax officer dealing with that 
category of profes~ionals, is not considered prac\ically feasible under the 
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prevailing circumstances. However, the foasibility of extending the scheme 
of concentrating the cases. of professionals with one or more Income-tax 
Officers to a few more cities is being examined. 

[Min. of Finance O.M. No. 405j63J80-ITCC (Vol. V) dated 31-3-1982] 

Recomm.en~n SL 'No. 45 (Para 4.38) 
The Committee also feel that the companies and institutions 

which employ the services of professionals. like doctors, law-
yers, etc. should be required to deduct tax from the fees paid 
to these professionals when the fees payable in any year exceed 
a certain liinit, say Rs. 23,000/-. 

Reply of the Ministry 
The question of amendment of the law is being examined in consult-

ation with the Ministry of Law. 
[Min. of Finance O.M No 405/63/80-ITCC (Vol. V) dated 31-3-1982] 

Recommendation SI. No. 47 (Para 4.41) 
Need for prescribing differential rates of income-tax for 

businessmen, self-employed profes¥onals and salaried class 
nas been expressed before the Committee by officials and non-
officials alike. This approa,ch, it was &tated , Will curb the 
tendency among professionals and salaried class also having 
income from other sources to evade tax. The Committee feel 
that it is. not quite rational to p41,ce the same level of tax burden 
on professionals/salaried class with limited incomes and fixed 
span of active life as that placed on business cla&S. The Com-
mittee would recommend a dispassion;i,te examination of this 
matter. 

Reply of the Ministry 
The matter is under examination. 

[Min. of Finance F. No. 155/134/81-TPL dated 31-3-1982] 

RecoJlllDelldafion SI: No. 48 (Paras 4.43 & 4.44) 

. The Committee have received a number of olher suggestions 
for checking tax evasion in .11:eneral of which the following merit an in-depth 
study:-

( 1) Each a,cquisition of moveable property of the value of Rs. 5,000 
and above should be reQuired to be included in the Income-tu 
return. 

(2) Whede the sale/purchase of moveable property requires to be 
registered with public authority as in the case of motor-cars. 
it should be communicated by the registering authority to the 
Income-tax Department like the immovable property. 
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(3) Ea,ch transaction involving payment of a high amount say Rs. 
two to three thousand should be through cheque. 

( 4) Posses.sion of cash currency notes of a value higher than a 
' flexible limit to be specified,, say, annual income of a person 

or so, should be deemed to be an offence except in certain 
special circumstances. 

(5) Companies and institutions- should deduct t,a,x from rent pay-
ments exceeding Rs. 10,000 a year. 

The Committee would not like these suggestions to be lightly brushed 
asid-e j:is~ because they at fir~t sight .ap~ar to be ~ifficult to implem~nt 
or are likely to pose some problems In implementation. They would like 
the Department to study them in d~h and see whether ~nd to what ext~nt 
they can in the present form or In a refined form be implemented \\1th 
a, view to curbing tax evasion." · 

Reply of the Ministry 

The matter is under examination. 
[Min. of Finance F. No. 155/134/81-TPL dated 31-3-1982] 

Recommendation SL No. 56 (Para 5.12) 

"The Committee find lliat no direct study as such for reduc-
tion in paperwork in the Income-tax Department has been 
done so far. This is an area in which there is great scope for 
improvement. A thorough streamlining of the system and pro-
cedures can bring about' a much higher level of output and 
efficienc)· without any significant increase in manpower. The 
Committee would therefore like a comprehensive study of 
the organisation and methods to be undertaken with a view 
to achievil'lg efficiency· with economy." 

Reply of the Ministry 

The Income-tax Department performs a variety of functions in .accor-
dance with the provisions of Direct Tax Laws, rules and procedures- pres-
cribed by the Central Board of Direct Ta,xes. There are certain areas of 
work where both law and procedure have been simplified over the. past 
few years to reduce pap:!r work, minimise clerical labour and speed up 
output. The introduction of Summary Assessment Scheme, a,doption of 
simp1ified procedures where assessments are completed under this scheme, 
discontinuance of Advice Notes in res-pect of refunds below Rs. 1000, 
modification of the provisions relating to collection of advance tax since 
1-6-78, reduction in the number of statistical reports and slatements and 
introduction of ~arnpling procedure irt J'roceS1Sing of Direct Taxes statistics, 
could cited as some of the areas where substantial simplification of the work 
procedures has already been achieved. There are, however, other areas such 
as &implification of collection and accounting procedures, rationalisation 
of the survey procedures, simplification of ~rocedures to ensure prompt 
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settlement of audit objections, simplification of procedures aimed at elimi-
nating the issue of redundant tax recovery · certificates etc. where sub-
stantial progress could be achieved. These matters ner.d continuous review 
and are engaging the constant attention of the Directorate of Organisation 
and Management Services set up in this Department since 1974 and steady 
progress is expected over the years. 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 31-3-1982] 

Recommendation SI. No. 5~ (Para Nos. 5.25 & 5.26) 
"5.25 and 5.26: Office accommodation is an acute problem faced by 

Income-tax Department and llas come in for adverse comments by assessees 
who too feel greatly incovenienccd on this account. According to the 
Chairman, Central Board "lack of space in lncome-tnx Office is one 
of the root causes of inefficiency". Accommodation requirement of the 
Department are stated to be under study of Dte. of O&M. The Commit\ce 
would like to be informed of the outcome of tile study and the action 
contemplated to provide adequate office accommodation for the Income-
tax Offices at various places". 

Reply of the Ministry 

The study on the space requirements of the Income-tax Department has 
been taken up in right earnest the study will inter-alia cover the require-
ments for rer.-~rds (both current and old). The study is aimed at ascertain-
ing:- · 

(i) The extent of office accommodation occupied by the: field offices 
for various purposes. 

(ii) Requirements on the basis of exi&ting scales of office accommo-
dation; and 

(iii) The adequacy of the existing scales and need for evolving new 
scales particularly for special requirements of this Department. 

Efforts are being mad·e to complete the &tudy early. 
[Min. of Finance O.M. No. 405/63/80-ITCC .(Vol. V) dated 4-2-1982] 

'Recommendation SI. No. 60 (Para Nos. 5.27 and 5.28) 
"The Committee regret to note that two of the basic 

needs of staff and officers of Income-tax Deparment have not 
been met even upto a reasonable level. The Department have 
not been able to provide residential accommodation to a Jarge 
number of staff and officers at many places and the transport 
facilities provided to them for official work are also admittedly 
inadequate. It is UQfortunate that a budgetry provision of Rs. 10 
crores for construction of residential accomn:iodation made from 
year to year since 1975-76, has remained unutilised all through. 
The Committee strongly feel that in these matters, it is not 
wise to expose the ~taff anct officers of a sensitive Department 
like the Income-tax Department to templatiol"s of accepting 
favours from outside parties". 
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The Com'm.ittee would like that either Government should themselves· 
construct residential accommodation or they should themselves 
hire private accommodation and allot it to the employees of 
the.Income-tax Department, especially at places where private 
accommodation is scarce or too costly for the employees to 
hire at reasonable rent". 

Reply of the Ministry 

The Government accepts the recommendations ()If the Committee in 
principle. However, it may be submitted that paucity of accommodation is 
an all India phenomena and subject to these and other practical difficulties, 
the proposal is being processed further with a view to seein.r;: to what extent, 
the Government can help in easing the situation in providing accommodatio11 
to employees of the Income-tax Department. 

LMin. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Recommendation SL Nos. 65 and 66 (Paras 5.45 to 5 • .i8) 

"It is unfortunate that a study of the impact of the 
working of the valuation cell undertaken by a wing of the 
Inoome-tax Department itself which must have cost the exchequer 
a lot of ·money and time should be discarded as unreliable. 
Why the corrective was not applied when the study was under 
way is not clear. The Committee hope that Department would 
learn a lesson from this for the future, 

The Committee would like the Ministry to immediately undertake 
a detailed and objective study on the impact of the valuation 
cell to find o\11 whether the cell is cost effective and is producing 
results commensurate with the expenditure incurred on it. Thi~ 
outcome of the Study may be communicated to the Committee. 

Reply of the Ministry 
The study report regarding the impact of the Valuation Cell has been 

received by the Board from the DI (RS&P) and is under examination 
Further report may kindly be awaited in this regard. · 

[Min. of Finance O.M. No. 405 /63 /80-IT<;::c (Vol. V) dated 4-2-1982] 

Recommendation SL No. 71 (Paras 5.78 and S.79) 
"A number Of non-officials have represented to the Committee 

that original documents fileq by assessees are often misplaced 
in the Income-tax Department. The loss of document which 
could be · out of mischief or netJigence puts the assessees to a 
great inconvenience. The »epartment claim to have stream:lined 
the procedure for receipt and custody of tax returns and fix 
responsibility in case of loss of any document but this does not 
prov!de any consolation to the· assessees whose valuable docu-
ments are lost in the process. What is required is a radical 
change in the approach which should eliminate the necessity 
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for original documents in as many as cases as is ·possible and 
accept certified photostat copies in the maximum numher of 
cases. 

The Comffiittee are informed that after a study had into llie 
matter, the Department have decided to accept photostat copies 
()f partnership deeds, but in the case of applications fpr first 
registration, title deeds of property and dividend warrants, the 
Department would still like to have original documents and 
not the photostat copies. The Committee feel that the Depart-
ment should not in the first instance insist on original title 
deeds of property, first registration applications and such other 
documents where photostat copies duly authenticated by Notary 
Public could serve the purpose. In such cases the Department 
can always reserve the right to not for original documents for 
their inspection before passing any orders in the matter. A 
suitable procedure in respect of each document should be evolved 
pending on its importaBce taking adequate safeguards against 
the misuse of the procedure." 

Reply of the Ministry 
. The recommendations have been examined carefully in consultation with 
the Directorate of Organisation and Management Service (Income-tax) and 
the following decision have been taken by the Board:-

(a) in regard to partnership deeds for the purpose of registration 
of firms, the law requires the original to be filed. 'The Board 
is of the view that the provisions of Section 185 of the Income-
tax Act, should be suitably amended to dispense with the filing 
of the original deed. Where necessary, the Income-tax Officer 
could always call for it and sc.1;utinise it. Comi>rehensive amend-
ments to the Income-tax Laws are being currently examineu 
by the Economic Administration Reforms Commission. The 
recommendations of the F.stimates Committee as well as the 
Board's decision thereon are being forwarded to them. 

(b) In respect of Title Deeds of properties, the Department gene-
rally takes them as security against the tax dues, in such cases. 
obtaining of photostat copies may not serve any purpose, as 
an assessee can always create an equitable mortgage with the 
Original Title Deed without informing the Department. There 
could, therefore, be no escape from keeping the documents in 
original. Generally documents relating to immovable properties 
are registered under the Indian Registration Act. The need 
for a photostat copy may not tbrefore arise. The proof for 
having tendered a registered document can be given in the 
form of a slll]ple receipt, duly signed by the Income-tax Officer 
and bearing Im official seal. 

(c) In regard to Dividend Warrants, the Board tentative view is-

(i) if the Commissibner of Income-tax is satisfied that the 
dividend warrants etc., have been lost in the income-tax: office 
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and thaf the assessee was in fact in possession of the shares 
and had received the dividends a'fter deduction of tax in the 
relevant previous year, he may authorise that credit may be 
given to Tax Deducted at source on the basis of the details 
regarding dividends received and tax deducted that may be_ 
available on the record in the return. 

(ii) The Commissioner should suitably circulate the names- of all 
such cases so as to put the other Income-tax Officers on guard 
against any misuse of the lost dividend warrants, etc. 

(iii) Affidavits should be got filed by the assessees affirming the 
fact of having received the dividend after tax deduction, 

filing of the tax deduction certificates alongwith the return 
and that no other claim for credit of tax deduction has 

been preferred on the basis of the same divided warrant by 
the deponent before any other Income-tax authority. 

Before suitable instructions are issued to the field officers on the above-
lines as at (c) above, the Board is having the matter further examined in 
consultation with the appropriate agencies. -

[Min. of Finance O.M. No. 405J63J80-ITCC (Vol. V) dt. 4-2-82] 

Recommendation SI. No,. · 72 (Para 5.80) 

"In respect of those documents which · the Department cannot 
accept in photostat form in any circumstances and such docu-
ments should be very few-the Income Tax Officer should be 
required to sign the photostat copy thereof and give them 
back to the assessee for his custody a:ict use as a proof 
of his having submitted the original to the Income-tax Officer." 

Reply of the Ministry 

The above question was referred to the Directorate of Organisation and 
Management Services (Income-tax) for study. They have recommended that 
this suggestion of the Estimates Committee may be accepted. This is under 
consideration. -.-c ,..:.~~~ 

[Min. of Finance O.M. No. 405/63/80-ITCC (Vol. V) dated 4-2-1982] 

Recommendation SI. No. 73 (Para 5.81' 

"5.81 A comprehensive study on record management is stated to have· 
been conducted by the Department recently. The Committee 
feel that there is an imperative n~ to introduce the most 
modern methods or recJrd keeping and retrieval in the Depart-
ment which receive for inspection a region of valuable docu-
ments from assessees all over the country and which is locally 
and morally bound to keep them in. safe custody and produce 
them whenever needed. Instead of tinkering with the problem 
by taking isolated measures here and there, what is needed is 



57 

a systems approach which should make it possible for the depart-
ment to get at any file instantly from a central place to which 
it should go back after it is done with. The Committee strongly 
feel that unless -the record system is modernised and made fool 
proof, the efficiency in the Department would not improve 
and the malpractice which the assessees are complaining of 
would .not be eradicated. 

Reply of the Ministry 

Consequent upon the recommendations of the Estimates Committee the 
Directorate of Organisati0n and Management Servi'ces was directed to make · 
exhaustive study on the subject. They have yet to submit their report. On 
receipt thereof, further, follow up action will be taken to translate the 
recommendations in concrete terms. 

F. No. 228/23/Sl~ITA II 
F. No. 405/63/80-ITCC-

Dated 4-2-1982. 
Comments of the Committee 

Please see Para 1.4-Chapter I. 

NEW DELHI; 
April 26, 1982 
Vaisakha 6, 1904 (Saka) 

S. B. P. PATT ABHI RAMA RAO, 
Chairman, 

Estimates Committee. 



APPENDIX I 

Blue-print for organisation of Public Relations set-up iu metropolitan charges 
and at, the headquarters of Commissioners. 

It has been observed that there is no uniformity ·in setting up public 
relations unils with a:. view to providing tax-payer assistance, distribution of 
tax literature, sale of tax-payer information series and providing desir~d 
help and guidance to tax-payers in need of help. On discussion, Commissioners 
have generally agreed that the Public Relations Officers should be equipped 
with the latest tax literature, bulletins and tax information. The room of 
P .R.O. should be adequately furnished for sea'ting the assessc'!s and helping 
them in filling up forms and obtaining information ilt.,.--;a glance. The 
suggestions itet11wise are as under:-

I. Public Relations Officer-His Room, furniture and situation of his office. 
(i) The room of P.R.O. should be situated, in a prominent place 

easily accessible to the assessees, preferably in the ground 
floor of the premises. The lighting arrangements should be 
perfect so .as to attract the attention of the visitors in need of 
help. The words "Public Relations Of!icer" both in English 
and Hindi should be displayed in a well-lit glazed neon sign 
in front of the room of the P.R.O. (preferably in gross-section 
of the gallery) . · 

01) The words "Tax-payer Assistance" both in English and Hindi 
should be mounted in arrow pointing' in the' direction of tax-
payer assistance which should be supervised by well informed 
personnel suited to the job. Tax-payer Assistance Cells should 
be equipped with utility furniture for helping the assessees in 
filling up forms and ~oting information on tax matters. 

II. Tax-payers Informati<>n Serles 

(1) 

(2) 

These are comprised of as per annexure 'A', Suffici91t numbers 
of copies have been supplied to each charge separately: . This is 
both for sale on counters of ·P.R.Os as well for supply to such 
persons and agencies as Commissioners may authorise for free 
distribution. The entire series including tax manuals should be 
displayed in the frame-window squarely affixed in the wall 
bearing prominently words ''for sale, please contract P.R.O.". 

On visit to various ch 1rges it was observed that tax-payer in-
formation series supplied in large numbers are yet not available 
for di:;tribution. Queries have been received from institutions and 
mdividuals, all of whom have been directed to contact local 
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P.R.Os. and Assistant Commissioners for purchase of Tax-payer 
information series and such bulletins as are authorised for sale 
publicly. Tax payer Information Series should be co\).Dted and 
duly serialised in register to be obtained in the personal custody 
of .P.R.O. 

III. Monitoring of advertisements in newspaper and T. V. 

' 

Tax literature, tax information and publicity pr'Ogrammes shall 
. continue to be sent to all Commissioners by the Directorate of 

Inspection (Research, Statistics and Public Relations) as hitherto 
and suggestions for improvement in supply and dissemination 
of tax information will be eagerly awaited. 



APPENDIX II 

(Vide Introduction to Report) 

ANALYSIS OF THE ACTION TAKEN BY GOVERNMENT ON THE RECOMMEN· 
DATIONS CONTAINED IN THE 9TH REPORT OF THE ESTIMATES COMMITIEE 

(SEVENTH LOK SABHA) 

I. Total numb:r o'." r,:c():U'll!ndatioas 

II. R::comm=ndati()!li which have been accepted b) Govern-
ment (Vide recomm=ndations No.1-A, 2 to 4, 6 to 15, 18, 
19. 2L, 22, 28, 30, 32, 33, 36, 38 to 40, 42, 46, 49 to 58, 61, 
62, 63, 67 to 70, 74 to 77 . 

Ill. Recomm,nciations whirh the Committee do not desire to 
pursue in view of <he Government's replies (Vide recom-
mendations No. 16 and 17 . 

IV. Recommendations in respect of Government have not 
been accepted by the Committee. 23, 24, 31, 44 and 

Number 
Pen-entage 

Number 

7g 

49 
63Y., 

2 
Percentage 3 Ye 

64 • • Number 5 

V. R:com'll:ndatioas in resp-'Ct of wnich final replies of 
Governm:nt are still awaited. (Vide recommendation 
Nos. 1, 5, 20, 25 to 27, 29, 34, 35, 37, 41, 43, 45, 47, 48, 56, 
S9, 60, 65. 66, 71 to 73 

6G 
MGIPRRND-Scc. II (N)-2 LSS/82-.20-4-82-975. 

Percentage 6 % 

Number 
Percentage 
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