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INTRODUCTION 
 

I, the Chairman, Standing Committee on Finance, having been authorised by the 

Committee to submit the Report on their behalf present this Thirty Second Report on action 

taken by Government on the recommendations contained in the Fourteenth Report of the 

Committee (Thirteenth Lok Sabha) on Demands for Grants (2001-2002) of the Ministry of 

Finance (Department of Revenue). 

 
2. The Fourteenth Report was presented to Lok Sabha/ laid in Rajya Sabha on 24 

April, 2001.  The government furnished the replies indicating action taken on all the 

recommendations on 5 November and 4 December, 2001.  The Draft Action Taken Report was 

considered and adopted by the Standing Committee on Finance at their sitting held on 9 May, 

2002. 

 
3. An analysis of action taken by Government on recommendations contained in the 

Fourteenth Report (Thirteenth Lok Sabha) of the Committee is given in the Appendix. 

 
4. For facility of reference observations/recommendations of the Committee have 

been printed in thick type in the body of the Report. 

 

 
 
 
 
         NEW DELHI;                                             N. JANARDHANA REDDY, 
       13 May, 2002                                                       Chairman, 
   23 Vaishaka, 1924 (SAKA)             STANDING COMMITTEE ON FINANCE 

 

 



CHAPTER I 
 

REPORT 
 
 

This report of the Standing Committee on Finance deals with action taken by 
Government on the recommendations contained in their Fourteenth Report (Thirteenth 
Lok Sabha) on Demands for Grants (2001-2002) of Ministry of Finance (Department of 
Revenue) which was presented to Lok Sabha on 24  April, 2001. 

 
2. Action Taken Notes have been received from the Government in respect of 

all the 14 recommendations contained in the Report. These have been categorised as 
follows:- 

 
(i) Recommendations/Observations which have been accepted by the 

Government: 
Rec. Sl Nos. 3,4,9,10,13 and 14  

                          (Chapter II- Total 6) 
 

(ii) Recommendations/Observations which the Committee do not desire to 
pursue in view of the Government’s replies: 
Rec. Sl. Nos. 1, 2,8 and 11 
                                                                                      (Chapter III-Total 4 ) 

 
(iii) Recommendations/Observations in respect of which replies of the 

Government have not been accepted by the Committee: 
Rec. Sl. Nos. 5 and 7 

                                                                                       (Chapter IV-Total 2) 
 
(iv) Recommendation/Observation in respect of which final reply of the 

Government is still awaited: 
Rec. Sl. Nos.  6 and 12 
                                                                                       (Chapter V-Total 2) 
 
3.  The Committee desire that the replies to the recommendations 

contained in Chapter I and final replies in respect of the recommendations 
contained in Chapter V for which only interim replies have been given by the 
Government should be furnished to the Committee expeditiously. 

 
 

4.    The Committee wish to point out that after presentation of their 
Fourteenth Report to Lok Sabha, the Government were asked to furnish their 
action taken replies within 3 months.  However, it took more than six months 
for the Government to furnish the action taken replies.  The Committee take 
a very serious view of the inordinate delay in furnishing the action taken 
replies and desire that henceforth the Ministry of Finance (Department of 
Revenue) should ensure that replies/information called for by the Committee 
is furnished to them within the prescribed time.  

 
 

5. The Committee will now deal with the action taken by the 
Government on some of their recommendations. 



A. Working of Central Information Branches 
 

Recommenation (Sl No. 3, Para No. 14) 
 

6. The Committee while reviewing the extant vigilance mechanism of the 

Department of Revenue had expressed deep concern over the functioning of vigilance 

directorate of Income tax and Central Excise and Customs and had recommended that 

adequate care should be taken to strengthen the vigilance mechanism expeditiously and 

accountability and integrity amongst officers both at the senior and entry levels should be 

given more weightage. 

7. The Ministry of Finance (Department of Revenue) in their action taken 

reply have stated as under : 

“The Directorate of Income-tax (Vig) has been upgraded to the level 
of Directorate General of Income-Tax (Vig).  A decision has also been 
taken to establish 4 Regional Directorates of Income-tax (Vig) at Delhi, 
Mumbai, Kolkata and Chennai.  The implementation of this decision is in 
progress.” 



8. The Committee note that the Government have only partially 

implemented the recommendation and have not taken adequate steps to 

strengthen the vigilance mechanism of Central Excise and Customs.   The 

Committee strongly feel that there should not be any let up in the efforts of the 

Ministry to ensure that high levels of integrity are maintained by the officers of 

the Department.  Hence, the Committee reiterate their original 

recommendation and urge the Ministry that concerted efforts should be 

initiated immediately to revamp and revitalise the Central Excise and Customs 

Vigilance Directorate. 



 

B. Widening  of the Tax Base 

Recommendation (Sl No. 5, Para No. 27) 

 
9. After examining a wide ranging initiatives undertaken by the Government to 

widen the tax base since 1997, the Committee in their Fourteenth Report on Demands for 

Grants of the Ministry of Finance (Deptt. of Revenue ) for 2001-2002 observed / 

recommended as follows : 

“The Committee observe that despite the contention of the Ministry 
of Finance that the measures underway to widen the tax base through 
one by six scheme have reaped enormous successes and achieved 
desired results, about 96 percent of the new assessees amongst non 
company asseesees is accounted for in the low income range of upto 
Rs. 2 lakh while about 75 percent in the case of corporate assessees is 
in the income range below Rs. 5 lakh. They are of the view that 
unless slab-wise income statistics of new assesses are generated and 
the resultant revenues accrued from these asseesees are compared 
with the additional revenue collections since the adoption of this 
scheme, the contention advanced by the Government cannot be 
accepted carte-blanche.   They, therefore, desire that generation of 
Income statistics slab-wise should be seriously pursued 
forthwith.” 

 
10. The reply of the Govt. on the above reads as under : 

 
“The Committee’s recommendation that slab-wise income statistics 
of new assessees should be generated, has been noted for 
compliance.  It is stated that the Income Tax Department is in the 
process of being fully computerised.  It would then be possible to 
generate income statistics slab-wise and tax accrued thereon.” 
 

11. The action taken notes submitted by the Ministry in response to the 

Committee’s observation on the need for generation of income statistics slab-wise in their 

Seventh Report on Demands for Grants (2000-2001) are inter- alia  detailed out below : 

“……Once all notices to persons covered by the one by six scheme 
are issued through the system all returns of income filed by assesses 
are processed on computers, it will be possible to generate statistics 
on slab-wise income of the new assesses and revenue accrued 
therefrom. 
……Presently, salary returns are being processed on computers.  
Gradually, all returns will be processed on computers.  It is possible 



to categorise such returns of income slab-wise and the revenue 
accrued thereon.  However, this will be done in a gradual manner as 
the computerisation progresses.” 

 

12. On perusal of the above written reply, the Committee in their Twelfth 

Report on action taken by Government on the Seventh Report (2000-01) had inter-alia 

commented as under : 

 
“………The reply of the Ministry that it would not be 

possible to generate income statistics slab-wise of the new assessees 
covered by the one by six scheme and revenue accrued therefrom 
until all the notices to persons are issued and all the returns of 
income filed by assesses are processed on computers, is not 
acceptable to the Committee. They view the non-committal reply 
seriously which tries to circumvent the whole issue of the generation 
of income statistics. They are of the opinion that the Ministry 
besides taking concrete measures for speedily completing the 
process of computerisation, should also process the returns and 
update the statistics at regular intervals as the issue of notices and 
processing the returns is a continuous process.  They also desire that 
the scope to process the returns of incomes on computers should be 
further widened to encompass returns filed under other heads of 
incomes also.  They, therefore, reiterate their original 
recommendation and recommend that the Department should evince 
greater commitment to (i) increase the tax GDP ratio; and (ii) 
generate income statistics slab-wise of the new assessees and dove-
tail the same with the Tax Accounting System to monitor revenue 
collections vis-à-vis the targets fixed for various levels of officers.” 



13. The Committee note that the repeated recommendations 

by the Committee regarding the need and relevance of the generation of 

income statistics of the assessees slab-wise  during the last two years have 

not met with any tangible results.  The Government have all along been 

advancing only casual replies, which are not acceptable to the Committee.  

The dearth of such statistics can cause a serious impediment in policy 

making and in arriving at an objective conclusion about the utility of the 

measures undertaken whether it be the widening of the tax base, gauging 

the revenue buoyancy levels vis-a-vis the GDP in a particular year or while 

analysing the performance of the Assessing Officers.  The Committee in the 

light of above, while reiterating their earlier recommendations, strongly 

desire that concrete measures to accelerate the pace of computerisation 

should be taken on priority basis and simultaneously endeavour should be 

made by the Department to update the statistics at regular intervals when 

the processing of returns are in progress. 



 
       C. Office Expenses  

Recommendation (Sl. No. 7, Para 39) 

 
14. The Committee had noted with concern that though the comprehensive 

computerisation of income tax operations were made part of annual action plan of the 

Central Board of Direct Taxes (CBDT) since 1998-99, the funds allocated to implement 

the programme had remained underutilised to the tune of Rs. 38.35 crore and Rs. 4.8 crore 

during 1998-99 and 1999-2000, respectively.  The Committee were of the opinion that 

failure on the part of department to implement the programme within the fixed time 

frames would only further delay the implementation of a whole array of allied tasks 

closely linked with this programme such as expeditious disposal of  refund claims, 

tracking the slippages of revenue collections, cross checking the PAN details of the 

assessees, pursuing the stop-filers and non-filers etc., and the same can become a grave 

bottleneck if not tackled in time.  They, therefore, had recommended that precedence of 

first order be accorded for the expeditious implementation of the programme of 

computerisation of Income Tax operations. 
 

15. The action taken reply furnished by the Ministry of Finance (Deptt. of 

Revenue) in this regard is given below : 

“The Committee has expressed their concern on the under utilisation 
of funds, it is however, observed that the amount of under utilisation 
indicated is not correct which would be evident from the table given below 
which gives the utilisation of funds under the head “Computerisation” 

 
As per the Committee As per our record Year 

Revised 
Estimates 
(Rs. in 
‘000) 

Actuals 
(Rs. in 
‘000) 

Amount 
of  Under 
utilization 
(Rs. in 
‘000) 

Revised 
Estimates 
(Rs. in 
‘000) 

Actuals 
(Rs. in 
‘000) 

Amount of  
Under 
utilization 
(Rs. in 
‘000) 

1995-96      92,000      66,230   25,770   69,411     66,526     2,885 
1996-97    102,600      97,374     5,226 100,000     94,469     5,531 
1997-98    442,615    394,155   48,460 402,050   402,050           0 
1998-99    593,280    209,710 383,570 389,450   206,628 182,822 
1999-2000    452,900    404,174   48,726 410,000   399,851   10,149 
Total 1,683,395 1,171,643 511,752 1,370,911 1,169,524 201,387 

 

From the above table it would be seen that the amount of under 
utilisation, under the head “Computerisation” during 1998-99 and 1999-2000 



was Rs. 18.28 crore and Rs. 1.01 crore and not Rs. 38.35 crore and Rs. 4.8 
crore respectively as indicated by the Committee. As far as non-utilisation of 
Rs. 18.28 crore during 1998-99 is concerned, the same was on account of the 
fact that the Personal Computers ordered, on start of supplies, were found not 
to be meeting the specifications.  Therefore, the payments of Rs. 18.28 crore 
were not made.  Supplies as per specifications were received and payments 
were made during 1999-2000. 

 
The recommendation of the Committee regarding precedence of first 

order for the expeditious implementation of computerisation programme is 
noted for compliance in future. 

 
As far as the status of computerisation is concerned, the notable 

achievements are : 
 

i. 7708 PCs have been provided to officers to the level of Income Tax 
Officers spread over 465 towns/cities. 

 

ii. All the PCs are being put on network 5256 PCs in 151 buildings are 
on Local Area Network (LAN), out of which 5034 PCs in 36 cities 
are connected on Wide Area Network (WAN).  The remaining users 
are also being put on LAN/WAN through dedicated leased lines 
and/or ISDN lines to enable them to work online. 

 

iii. Nine integrated application system have already been installed at all 
36 Regional Computer Centres (RCCs) and are in advanced stages of 
implementation. 

 
iv. 28426 employees have been imparted training. 

 
The Action Plan for the year 2001-2002 is as under :- 
 
i. Carry out a systems analysis study of the entire computer resources in 

the Department to suggest short term and long term measures to 
achieve complete computerisation. 

 

ii. A governance model identifying the roles and responsibilities of the 
various authorities with the Department will be set out for effective 
implementation of the Computer programmes. 

 

iii. The present 36 Computer Centers (CCs) will be consolidated into 16 
RCCs.  The sizing of hardware for the re-structured RCCs will be 
expedited. 

 

iv. Upgradation of Oracle version 1.3.4 to version 8i. 
 

v. Providing of PCs to all officers up to ITO level as per the revise cadre 
strength. 

 

vi. Providing of PCs to staff of each officer. 
 

vii. Connecting all the PCs through LAN/WAN. 



 

viii. Steps will be taken to place an Enterprise Management Software to 
manage TAXNET the network of the Income Tax Department. 

 

ix. Put in place a security software with firewall to ensure security of the 
systems and databases from unauthorised access. 

 

x. Steps will be taken to join Electronic Clearance Scheme (ECS) of the 
RBI to cut down volume of data entry and eliminate delays in 
encashment of refunds. 

 

xi. Setting up of a web site offering basic information relating to Direct 
Taxes including latest circulars, return forms etc.  Subsequently, E-
mail facility will also be extended to the taxpayer. 

 
16. The Ministry of Finance in their action taken reply on ‘Office Expenses’ 

submitted in response to the Committee’s observation in their Seventh Report on 

Demands for Grants (2000-2001) have inter-alia stated as under :- 

 
“As regard training, so far, out of  52000 employees who are expected 

to work on computers, 27430 employees have been trained.  Further, 
training of 12000 employees is to start shortly. 

So far, 12 Computer Training rooms with facilities for simultaneous 
training of 240 persons have been made operational in various cities and 
at National Academy of Direct Taxes and Direct Taxes Regional 
Training Institutes.” 



 

17. The Committee observe that even from the break up provided 

by the Ministry it is evident that there has been gross under utilisation of 

budgetary outlays meant to implement the programme of comprehensive 

computerisation of Income tax operations since 1995-96 onwards.  It is also 

seen that desired progress has not been achieved to train and acquaint the 

employees with computers during the last one year.  Out of 52000 employees 

more than 23000 are yet to be imparted with the requisite training to work on 

computers.  The Committee, therefore while reiterating their earlier 

recommendation on computerisation of Income tax operations desire that the 

sustained efforts be made to further broad base/enhance the training facilities 

at the National Academy and Regional Institutes in order to accelerate the 

pace and coverage of training to the employees in computers.  They also 

desire that the broad objectives outlined in the action plan for the year 2001-

2002 should be seriously pursued on priority basis to reap the benefits of 

computerisation within the envisaged time frame. 











 



 





































 
 

 

 
 
 
 
 
 

 
 


