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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised by the 
Committee, do present on their behalf this Eighty-Seventh Report on 
action taken by the Government on the recommendations of the Publtc 
Accounts Committee contained in their Fifty-Second Report (Tenth lok 
Sabha) on Puu:hase of Properties by the Central Government. 

2. In their earlier Report, the Committee while reviewing the scheme of 
purchase of properties by Government under the Direct-Tax lawi had, in 
the ligbt of the shortcomings observed by them, made several specific 
recommendations in order to make the scheme e·ffective in countering 
evasion of tax through under-statement of the value of the immovable 
properties in the transfer deeds and checking the proliferation of black 
money. In this report the Committee have observed that in response to 
their specific recommendations the Ministry of Finance have in their 
Action Taken Notcs merely stated that the matter is under "active 
consideration". These included extension of the scheme to the entire 
country, pluaging of loopholes in the scheme such as deliberately keeping 
the stated consideration below the prescribed limit, sub-dividing the 
property and selling a part for less than Rs. 10 lakhs, initiating adequate 
remedial steps necessitated by the Supreme Court judgement, amendment 
of the Law so as to bring power of attorney within the bmbit of the 
scheme, reviewing the scheme etc. The. Committee have expressed their 
surprise that ev~n after the lapse of a period of two years since 
presentation of their original Report, no concrete action has been taken by 
Government. The Committee have deplored the casual approach of the 
Ministry in the matter and desired that the recommendations be expedi-
tiously examined and conclusive action taken thereon to make the scheme 
more effective in countering tax evasion and checking proliferation of 
black money. 

3. This Report wItS considered and adopted by the Public Accounts 
Committee at their sitting held on 20 Fe.bruary, 1995. Minutes of the 
sitting from Part-II of the Report. • 

4. For facility of reference and convenience. the recommendations of the 
Committee have been printed in thick type in the body of the rcport and 
have also been reproduced in a consolidated form in Appendix to the 
Report. . 

5. The Committee place on record their appreciation of the assistance 
rendered, to them in the matter by the Office of the Comptroller and 
Auditor General of India. 

NEwDEuu; 
24 FebrUllry, 1995 

3 Phalgu1Ul, 1916 (Saka) 

BHAGWAN SHANKAR RAWAT, 
Chairman, 

Public Accounts Committee. 

(v) 



CHAPTER I 
REPORT 

This Report of the Committc.c deals w'ith the action taken by the 
Government on th~ Committee's· recomm,endationsand observations 
contained in their S2rid Report (Tenth Lok Sabha),on Paragraph 2.01 of 
the Report of Comptroller and Auditor General. of India for the year 
ended 31 Mareh,I991 (No. 5 of 1992), Union Government (Revenue 
Recciptr:-Direct Taxes)' on PurchaSe of Properties by the Central 
Government. ' , 

2. The 52nd Report whi'ch .was 'presented to Lok Sabha on 30th April. 
1993 colltained 15 ,rccommoodations. Action Taken Notes ~ave been 
received in respect of all the recommendationslobservations .lind 'these 
havc been categorised as follows:- . " 

(i) RecommendatioRslObservations which havc beenar&cptedby 
Government; 
SI. Nos. 1, 4, 6. 7. 11 and 13 

(ai) RecommendationslObservations whiCh the' Comniittee do not 
desire to pursue' 'in . the light of the replie~ received from 
Government: 

(iii) 

(iv) 

SI. Nos. 10, 12; and 14 
RecommendationslObscrvatioos replies to which have not beeD 
accepted by thc Committee and whiChrequircd reiteration: 

-Nil-
RecommendationslObservations in respect of which Government 
have furnished interim repties: . 
SI. Nos. 2, 3, 5, 8, 9, and 15 

3. The Committee desire that the ftaaI .dloa laken notes .. ft aU tJae 
recommendations ID' respect 01 wbleb Gu'~ernment have su .... ltted blt~r"n' 
replies only 10 far shctald· be furnished expedltleusly .Rer aeltllll them d.ly 
velted by Audlt~ . , , 

4. In the succeding paragraphs the' Committee will deal with the action 
taken on, some' of their recOmmcndations and observariQns: 
Strumli'1ing of Ih~ sch~~ of IICq"';;i,ion of immovable p~"pe~,;u 

5. In' order to check evasion of tax 8J)d curb proliferation.\ of the 
unaccounted money, a number of uti-tax "e~asionlavoidancc measures had 
been undertaken by'the Government from time to lime by incorporating 
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suitable pro.aions in the Direct Tax Laws. leaislations for this prupose 
luis been introduced in the Direct Tax Statute from time to time starting 
froIIi 1964. In November. 1912. the Central Goverilment wa. empowered 
10 lequire inunM.blc properties of value abbve Its. 25,000 in respect of 
wldeh c:bnIidcration for the transac:tion *115 under-itated. The applicability 
... extended in Jui, 1981 and for putpUltl of ~tninistrative convenience 
the naonctary limi1 .as raised to lb. i lath from lUbe, lft4. As there fias 
iUbltlntiai ~,. for aili,ation aJid ital'UlCmcdt In the sc:hetne 01 
.... ilion of tinitlbvlble propcrtiei "thout p*'9ducln, commensurate 
....alta. this ldatme wu dlKoniinued in reiltiOit to the transfer of 
.,...rtla ftoni • September. 1986 and a ncw provision was il1serted with 
eRect from 1 Oetdber, 1986 conferrin. on the O~c:rnmcnt a. pre-emI'U\,e 
ri .... to purebue immovable prupcrties valued it above lb. ~ lakhs (raised 
to RI. 10 t.khl Milder OU\'emment aaotlfieatloil). the Ivchlrcd objectivcs of 
Ibi ICheme are it. counter evasiOn of lai tlii1Ml1h .. ricltr statcinetit of the 
YilMe of immo.libie I'rbpcrtlcs in transfer deedi and io check I'I'Ulifetltion 
of black mone, in real estate transactions. Thctel ptu9islbns which were 
initially aP!'licabie in the four inettupolitaii cities of Delhi. Bombay. 
MardIS and Calcutta wete SUbsequently extended to 24 other cities through 
notificationa issued in 1987, 1989 and 1991. 

6. An Appropriate Authority is a quai-judicial authority con~tltuted 
wader the Income Tax Law. to perform the func:tionl re.ardln, purchu!IC of 
immovable properties, such as passi .. , orden for I"Irchnse of properties. 
ilialn; no objec:ti()n certificate etc. it c:bn_ts of three members. two of 
whom shan be holding the post of Commissioner of Income-tax or any 
equivalent or hiiher post and one frbm the Central Enpncerin. Service 
boldin, the post of Chief Engineer or any equivalent or hl,hcr post. Seven 
Appropriate Authorities have been Constituted at Deihl. Bombay, 
Calcutta. Mad~. Bangalore, Ahmedabld and Lucknow. 

1. The Committee had in their t:arilct Report cJlpresscd their ettncern 
oter the failure of the authorities to achieve better result!! even in the 
operation of the new scheme dutin, the past Iii lind a half years. Out of 
22111 cases processed under this scheme. purc:halC orders were pas.'lCd 111 
an cases. Of these 812 cases. 430 properties .nth appdrent consideration 
of RI. 228 crores were sold. yieldin. a profit of only Its. 60 crores. The 
Committee had been further distressed to find the ncsatlv~ point in respect 
of 79 cases in whieh the authorities had only paid Rs. 43 crutes and the 
relevant properties were yet to be sold. Takin, a ~rious view of this delay. 
the Committee had recommended that the protcsa of dispo~1 of puchased 
properties shOUld be expedited as huge amounts of public money had been 
unnecessarily locked tip. 

8. The Repcjrt of the Committee had rcycaicd that the scheme had failed 
to achieve the desired results on thc followin, c:ounts:- ' 

(I) The Scheme was beset with Utl,ation despite II specific provisiun 
dcnylng any right to appeal; 
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(ii) The ICbcme had no safcpard apinst deliberatc under .... temcnts 
iii apparent consideration below the limit prescribed .nder law 
cither individually or by .splittinl or in not filinl the prescribed 

. statement (37-1) in violation of the statutc; . 
(iii) There had been absence of principled selcc:tion of c:.-es for 

purchase, which tcnded to crode the objectivity of thc schcmci 
(iv) The schemc had failed to effectively tacklc cases of auction salea, 

transfen throulh buildcn/dcvclopen ctc:; 
(v) Absenc:e of appropriatc pidclinca and proc:cclu~; 

(vi) Lack of coordination with Incomc-Tax Departmcnt, Appropriatc 
Authorities, Repsterinl Authoritiel etc:; 

(vii) The ldIeme since its inception had Dever been reviewed' with a 
view to evaluating its effectiYellCll and efflCtin, neceaary 
improvements. 

9. lbe .pec:i~ recommendations of the Comaaittee contained in the 
repon induded:' . 

(i) There iI a need for extension of the sc:beme to the entire country 
_ apiaIt ill present operation bein, limited to 28 dtic. only. 

(ii) The Ioophelea in the aeme sUch u deliberately kecpina the 
stated conSideration below the prescribed limit, sub-dividina tbe 
propeny and seDin,.a pan for lea than RI. 10 IIkbs etc. should 
be pluged. 

(iii) There iI a need for takm, remedial steps necellilled by the 
Supreme Coun judacment pven in tile cue of C.B. 0 ...... VI. 
Unioa of India liven on 17.11.1992 in consultation with the 
t.Jinistry of' Law. . 

(iy) Effective steps should be taken to obtain the .required statelllCllt 
from the partic. in time and allo in the ~ ofo-pre-canpti¥e 
purchase order or No Objection Cenifac:ate by tbe Appropriate 
Authorities. within the time. 

(y) The feasibility of amendinl the law to briDJ in the c:ase of powa' 
of .ttorney ~thin the ambit of ~ scbemc should be exaaHnecL 

(vi) There iI need for alepl provision orinbuilt mec:h ...... to CMUre-
that the ltatelllCllll in form 37-1 are filed wiIbout fail in .. liable 
c:8ICI and no propeny c:overed by Cbapler XXC (of the IBCOIIIe-
Tax act. 1961 which provides for. the Sc:be_ of pu~ of 
properties) is ·reJistered without No Objectioa Cenificatc from 
the Appropriate Authority. There iI aIIo a aecd for m.kin, 
IUbmiIIion of fortni",,,y statements by the· Rep.erin, 
Authroties to the Appropriatc Authorities ·mandatory. 

(vii) The criteria for fixation of reserve prica should be rclookcd. 
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(ix) 
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There is need for effective and better co-ordination between the 
Income Tax Depart.:nent and the State Urban Land Ceiling 
Authorities, the Registering Officers, Appropriate Authorities 
etc. 
There is a need for evolving detailed guidelines for regulating the 
scheme and also for more effective monitoring of the scheme by 
the Central Board of Direct Taxes (CBDT). 

(x) Purchased properties should be expeditiously disposed of and a 
statutory time limit for the same s.hould also be prescribed. 

(jx) A more intensive scrutiny of the cases is required to ascertain the 
true market prices. 

10. The Committee had recommended that comprehensive and effective 
steps should be taken immediately in the· light of their recommendations 
made in the Report and the judgement of the Supreme Court in the case 
of C.B. Gautam Vs. Union of India given on 17-11-1992 upholding validity 
of th~ scheme with a view to removing all the lacunae which had thus far 
impeded the smooth and effective functioning of the scheme. 

11. In response to the observations of the Committee regarding the 
delay in disposal of purchased properties the Ministry of Finance 
(Department of Revenue) have in their Action Taken Note stated:-

"After the decision of the Supreme Court in the case of C.B. Gautam 
Vs. Union of India the Appropriate Authority, before passing any 
purchase order is required to establish that market value of any 
property on the date of transfer exceeds the apparent consideration. 
This decision has led to a more intensive scrutiny of the cases. 
Purchase orders are passed only in cases where there is substantial 
difference in the market value of the property and the apparent 
consideration. 

The properties purchased under Chapter XXC of the Income-tax 
Act vest in the Central Government. The Law docs not prescribe any 
method of disposal of such properties but these arc being sold to 
public in accordance with administrative decision taken by the 
Government. All steps arc 'being taken to dispose of the property by 
sale immediately. Since there are no statutory provisions laying down 
procedure for disposal of properties, the Board has issued revised 
norms (Instruction No. 1908 dated 19-7-1993) wherein decision of the 
Board to ensure that pre-emptively purchasc~ properties are put to 
the Publie Auction within three months of its purchase has been 
conveyed." 

" 12. In respect of many recommendations of the Committee the Ministry 
~inance (Department of Revenue) in their relevant action taken notes 
stated, "The maUer is under the active consideration of the Ministry. " 
These included, extension of the seheme to the entire country in place of 
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its existing operation in limited cities, plugging of loopholes in the scheme 
such as deli!»erately keeping the stated consideration. below the prescribed 
limit, sub-dividing the property and selling a part for less than Rs. 10 
lakhs, initiating adequate steps necessitated by the Supreme Court 
judgement, amendment of the Law so as to bring in power of attorney 
within the ambit of the scheme, need for making submission of fortnightly 
statement by the registering authorities to the Appropriate Authority 
mandatory, reviewing of the scheme etc. 

13. From the Action Taken Notes furnished by the Ministry it was seen 
that action had been taken in respect of the recommendations of the 
Committee regarding submission of the required statement within the 
prescribed period, issue of pre-emptive purchase orderlNo Objection 
Certificate, co-ordination between Appropriate Authority and other 
authorities, preparation of procedural Manual for regulating the scheme 
laying down revised norms through executive instructions for dispo5a1 of 
properties etc. 

14. To sum up, the Committee while review inc the scheme or pUf.chase or 
properties by Government under the Direct-Tax laws had, in the Ilcht or the 
shortcomings obsetved by them, made several specific recommendations In 
order to make the scheme effective in counterinc evasion or tax, throuch 
under-statement or the value or the immovable properties in the transrer 
deeds and checking the prolireration or black money. In response to many 
specmc recommendations or the Committee the Ministry or Finance have ID 
their Action Taken Notes merely stated that the matter Is under "Active 
consideration". These Included extension or the scheme to the entire 
country, plualnc or loopholes'ln the scheme IUth as deliberately keeplnc 
the stated consideration below the prescribed Umit, sub-dividinc the 
property and selllni a part ror less than Rs. 10 lakbs, Inltiatinl adequate 
remedial steps necessitated by the Supreme Court Judlement, amendment or 
the Law 10 as to bring power or attorney within the ambit or the scheme, 
revlewlnc or the scheme etc. The Committee are surprised that even after 
the lapse or a period or two yean since presentation or their ori&lnal 
Report, no concrete action has been takeD by Government In the whole 
Issue. The Committee deplore the casual approacb or tbe Mfn1stry In the 
matter and desire that tbe recommendations be expeditiously examined and 
conclusive action taken thereon within a period or six montbs to make the 
scheme more efl'ectlve In c:ounterlnl tax evasion and cbecklnl pr8UreratioD 
or black mODey. 



CIIAPTER D 
RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN 

ACCEPTED BY GOVERNMENT 
Reeoauaeadatlon 

In order to check evasion of tax and curb proliferation of the 
unaccounted money, a Il"umber of anti tax evasion avoidance measures 
have been taken by the Government from time to time by incorporatin. 
suitable provisions in the direct tax Laws. Lepsiation was introduced in 
Direct Tax statute as early as in 1964 to subject tbe difference between the 
actual consideration received and the value declared in the transfer 
documents to capital gains and the difference between the markct valuc 
ud tbe actual consideration for transfer to pfta tax. The Direct Taxes 
Eaquiry Committee popularly known ~ Wanchoo Committee sct up' in 
1970, recommended incorporation of provision in law for acquisition of 
properties in respec::t of which the consideration declared in the instrument 
of transfer was not truly stated or was under stated as compared to the fair 
market value of the property on the relevant date under certain 
circumstances. The Legislation was accordingly amended w.e.f. November, 
1972 empowerin, the Central Government to acquire immovable 
properties of value above RI. 25,000 in respect of which consideration for 
the transact on was understated, The applicability of thcse provisions was 
further widened with effect from July. 1982 to cover transfer of flats in c0-
operative Societies and companies, part performance sales under the 
Transfer of Property Act, 1982 and lon, term leases. For purposes of 
administrative convenience the monetary limit was raised to RI. 1 lalth 
from June 1984. Subsequently, the long term fiscal policy announced in 
December 1983 noted the substantial scope for litiaation and harassment in 
the scheme of acquisition of immovable properties without producina 
commensurate results. In the wake of this, the existing scheme of 
acquisition of immovable properties by Government was discontinued in 
relation to the· transfer of properties after 30th September, 1986 and a new 
provision was inserted w.e.f .. 1st October, 1986 confcrring on thc 
Government a pre-emptive riallt to purchase immovablc properties valued 
at above RI. S lakhs (raised to Rs. 10 lalths under Govcrnment 
notification). The avowed objectives of this scheme are to countcr evasion 
of tax throuah under statement of the value of immovable properties in 
transfer deeds and to check proliferation of black money in real estate 
transactions. -These provisions which were initially applicable in the four 
metropolitan cities viz. Delhi, Bombay, Madras and Calcutta were 
aubeequently extended to· 24 other cities through notifications issued in 
1987, 1989 and 1991. The provisions enabled the Government to purchase 

6 
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properties already offered for sale and no solatium was payable since so 
compulsory acquisition was involved. The purchase properties were to vest 
in the Government free from all encumbrances. The Committee regret to 
find that as dicussed in the succeeding para~phs the scheme has by and 
large not been able to achieve the desired objectives. 

[S.No. 1 (para no. 75) of Appendix II to the S2nd Report of PAC (1992· 
93) (10th Lot Sabha)] 

Action laken 

The observation made by the PAC in the specific para have been noted. 

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

F.No. 24l/1193-A&PAC·1 

F.No. 30916i93-0T 

Recommendation 

Another disquieting feature in the working of the scheme has been the 
large scale litiption as a reault of the implementation of the scheme under 
a.apter XXC. The Committee find that as on 31st December. 1992. 340 
out of 872 cues in which purchase orden were passed. have ended in 
litiption and of these 340 petitions as many as 117 were over 3 years old. 
303 writ petitions related to chaUenae of constitutional validity of the 
aeme and 37 writ petit~ were pending on other grounds. 1be 
Committee are constrained to observe that the Government have found 
themselves belplea to avoid litiption on pounds other than that of 
constitutional validity. or to have such cues settled expeditiously despite 
the provisionI wbich m,de the orden of tbe Appropriate Authority fmal 
and conclusive. DOt to be questioned' in any proceedings under this Act or 
., other laws. the aforesaid statistics reveal that this scheme too suffers 
from voIumino .. paper work and litiption. despite havin. been limited in 
ICOpe. The Supreme Court has DOW upheld the validity of the scheme. The 
Committee recommend that the existin. acheme Ibould be reviewed in the 
Jiabt of the Supreme Court judaement and the other reasons for 
wideIpread IitiptioD with a view to take remedial steps to overcome the 
aiIdn'lacuDae 10 as to minimise litiptioa. The Committee would like the 
concrete lte .. be taken in this reprd. 

(S.No. 4 (Pan No. 78) of Appendix n to tbe S2nd Report of PAC (1992· 
93) (10th Lok Sabhan 

TIle majority of cases in Utiption was on account. of tbe pc;ndeDC)f of the 
iliac 01 COIIIIihdicNIaI Validity 01 me provisionI 01 Claapter XXC before tbc 
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Supreme Court. The Supreme Court has since upheld the constitutional 
validity of thesc provisions and this has resulted in substantial reduction of 
litigation. By the Finance Act 1993, certain amendments have been made 
in various provisions, of Chapter XXC as a consequence to the Supreme 
Court decision. 

2. One writ petition filed against purchase orders made after the receipt 
of Supreme Court judgement, the courts are now taking a view that in 
their writ jurisdiction, they will not go into the facts of the cascs unless the 
findings of the Appropriate Authority are perverse: or show a total non-
application of mind to the relevant facts. Observations of the Bombay 
High Court in the case of Smt. Vimla Devi Maheshwari in order dated 
10-3-93 in writ peiition No': 514 of 1993 may be reproduced on this point: 

"We may 'itate here that we are not sitting in appeal over the 
Appropriate Authority. Unless its findings are perverse or show a 
total non-application of mind to the relevant facts. it would not be 
proper on our part to interfere with the order of the Appropriate 
Authority" . 

3. The Supreme Court has agreed with the reasoning and conclusions of 
the High Court while dismissing the Special Leave Petition against this 
judgement. 

4. Similar view have been taken by the Delhi High Court and Bombay 
High Court in another case. 

S. In view of the above, the litigation arising from the purchase orders 
passed under Chapter XXC is expected to be substantially reduced. 

(Approved by the Additional Secretary to the Govt. of India) 
F.No. 24111193-A&PAC-I 

F.No. 3091611J3-0T 

Recommendation 
Under Section 269UC. the agreement for transfer of immovable 

property exceedin, Rs., 10 lakhs between the transferor and the transferee 
is required to be reduced to ~iting in the form of a statement in the 
prescribed form 37-1 and furnished to the Appropriate Authority within 
15 days. The Committee are unhappy to find violation of this provision' in 
Madhya Pradesh, Maharashtra. Kerala, West Bengal and Gujarat Circle 
where the submission of such statements to the Appropriate Authority has 
becI) delayed by 3 to 1190 days. The Committee are surprised to find that 
DO ~nal action was initiated in any of these cases even though parties 
were liable to naorous imprisonment and levy of fine. The Co!,\mittee 
would imprea upon the Ministry to take effective steps to induce the 
parties to submit the required statements within the prescribed period of 
15 days and to take penal action in all such cases where the submission of 
the required statement is unduly and intentionally delayed. 
(S.No. 6 (para No. 80) of Appendix II to the S2nd Report of P'AC (1992-

93) (10th Lok Sabba)] 
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Action taken 

The Appropriate Authorities have been instructed to scrutinise all cases 
of delayed filling of For~ 37-1 and to process cases for prosecution whcre 
delays are noticed and where the case is fit for prosecution. 

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

F.No. 24111193-A&PAC-I 

F.No. 309/6193-OT 

Recommendation 

The Committee further note that the appropriate Authority, on receipt 
of the statement in Form 37-1 is required to issue within 2 months from the 
month end in which the form is received either the pre-emptive purchase 
order or the no objection certificate on the strength of which registration 
of the sale deed would ,materialise. Audit serutiny. has revealed that the 
Appropriate Authority in quite a large number of cases failed to take 
either of the aforesaid actions simply on the ground that on scrutiny these 
forms were found defective or incomplete. While admitting this fact the 
Ministry have tried to explain the inaction by saying that this problem 
arose because law on this point was not clear and the Appropriate 
Authority took a view that after the Form 37-1 was 'filed' by it. without 
taking·any action on the ground that the Form is defectivelincomplete. the 
concerned parties would re-submit a fresh form after removing the defects 
to seek a No Objection Ce,rtificate, since without No objectioA cer:.tificate. 
transfer of the Immovable property covered by Chapter XXC was not 
possible. This explanation is hardly convincing and it has also been taken a 
decision of the Supreme Court in the case of Tanvi Trading and Credits 
(P) where the Court has held that the Appropriate Authority is requircd 
either to pass purchase order or to issue the no objection certifacate. The 
Committee are unhappy over the inaction on the part of the Appropriate 
Authorities in aU such cases. As the said decision of the Supreme Court is 
stated to have been communicated to all the Appropriate Authorities. the 
Committee hope that all the statements in Form-37-1 would in future be 
disposed of as required under the law. 

[S.N~. 7 (Para No. 81) of Appendix II to the S2nd Report of PAC (1992-
93) (10th Lok Sabha)] 

Action ~ken 

. The observation of the Committee has been noted. 

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

F.No. 24l/1193-A&PAC-1 

F.No. 309/6193-0T 
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.. 
RecOlD.lDeDdatloa 

Tbe Committee are also dismayed to find that due to lack of 
coordinatioa witb. the State Urban Land Ceilin, Authorities. the 
Dcpartment bII passed purchase orders even in cases hit by the Land 
CeiIina Act, and consequently the transferors were unduly benefited by 
payinJ IUbstaDtiaUy bi,her amounts by the Department, as compared to 
what they would have obtained from the State Authorities as 
compc .... tion. The Ministry have conceded. that lOme cues have been 
noticed where either parties to the tnnaaction did not indicate the 
applicability 01 Urban Land Ceilin, Act or the concerned State 
Government Authorities did not supply the information to the Appropriate 
Authority withiD the prescribed time limit for pusin, of the purchase 
order. The Committee· feel that it should now be possible for the 
Appropriate Authority to colrcct aU the relevant information durin, the 
CDUI'Ie of ItatUtory bearinl to be' extended to the parties as pcr Supreme 
Court dccisioa. 1bc Commiuee feel that it should also not be diffICUlt now 
to act IUch information from the State Government Authorities as the time 
limit for puain, the purchase order is proposed to be extended from two 
to tbrcc montba, from the end of the month in which form 37·1 is filed. 
'I\e Committee would emphasize tbe need for eaaurin, full coordination 
between all the .uthorities 10 that the priv.te parties do not derive any 
additional aratuilOUl benefit at tbe COlt of national exchequer. 

(S.No. 11 (PIn No. 85).of Appendix n to the S2nd Report of the 
PAC (1992·93) (10th Lok Sabha)] 

Attloa Iakea 
The obIcrv.tioaa of the Committee have been brought to the notice of 

.. Appropriate Authorities. The statute has .Iso been amended to allow a 

..... time to the Appropriate Authorities for c:omplctinl necessary 

...,.trica and obtainin, all inform.tion ncccsaary incIudina from the State 
Oovonuacnta, for pMIin, an ordCt of purchase. 

(Approved by the Additional Secretary to tbe Govt. of India) 
'.No. 24111193-AAPAC·1 

'.No.-~ 
Jlecam ......... tlDa 

ADOtIacr area of CObCCm for tbe Commiuee is tbcfact that Board hi"" 
.. cvolwd detailed ,uidclines to replatc the scheme. Only Departmental 
~.have bee. iuucd from time to time. Certain auidelines decided 
.. I ~ of the Appropriate Authorities bckI on 17 A 18 October, 1. are bein, followed. S ....... ly enoup, failure to issue detailed 
pidt-1;nef, h .. boca justified by the Ministry 'by _yinl that tbe provilioaa 
are Dei", adminillcrcd by 3 members of Appropriate Authority; of wbicb 
2 1ft :I the rank of CommisaioDCr of Iac:omc-tu 10 tile Ceetnl 
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Government and the third Member is of the nnk of Chief Encineer to the 
Ccntnl Government. In view of this the Ministry has not felt it necessary 
to pl'ClClibe resisten containing specifIC proformae for kccping in watch 
over the statutory functions performed by the Appropriate Authorities. 
The Audit Para hll highlighted sevenl problems in their day to day 
fuoctioning which the Appropriate Authorities have not been able to 
overcome. lbe Committee would impress upon the Ministry the need for 
evolving detailed guidelines so II to enable the Appropriate Authorities 
DOt only to tab prompt but also uniform decisions in all c:ases. The fact 
that strict time Hmits are incorporated in the chapter make it all the more 
impentive that maintenance of proper repters and performac arc 
prcsc:ribed to keep strict vicil on all pending action. The Committee also 
desire that the Board should call for a periodical report from the 
Appropriate Authorities regarding their activities indicating ;nler-alill 
therein the details about no objection certificate issued, purchase orders 
pused. properties purchased and sold. litigation cases etc. so II to 
uadcrtake the deaired monitorinl at their level wi,h a view to ensurin, 
IIIlOOIb cl effective functioning of the scheme. 
(S.No. 13 (pan No. 87) of Appendix II to the S2nd Report of PAC (1992· 

93) (lOth Lok Sabha» 
ActJoa TaileD 

It bu been decided to have a proccdunl manual for the workin, of 
Appropriate Authorities cOntaining suidelines II well as proformancc for 
varioUi reptcn and records to be maintained. This procedural Manual is 
under preparatioD. The Board is obtaining statistical information rcprdin, 
varioUi activities of the Appropriate Authorities on a m~thly basis. This 
mormation relates to the pendeney of Forms 37·1. new receipts, number 
of purchac orden passed, number of No objection certificates iuuccl, 
Dumber of properties sold durin, the month and number of writ pctitioal 
peDdin, with the Appropriate Authorities. lbe funcaioDin. of the 
Appropriate Authorities is constantly monitored by the Board witb a view 
to ensure smootb and effective funcaionin, of the scllcme of pre-emptive 
,purcbuc of properties. 

(Approved by the Additional Secretary to the Gcwt. of India) 
F.No. 2411111J3.AclPAC·1 

F.No.~ 



CHAPTER III 

RECOMMENDATIONS/OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DEStRE TO PURSUE IN THE LIGHT OF 

THE REPLIES RECEIVED FROM THE GOVERNMENT 

Recommendation 

The Committcc arc informed that for auction of purchased properties 
the reserve price is to be the apparent consideration plus 15 percent 
thereof. This criteria is stated to have been fixed as the purchase order is 
to be made only if the market value is at least 115 percent of the apparent 
consideration. Although, the Board has clarified that the limit of the 
reserve price at 15 percent of the apparent consideration was only the 
minimum limit and it was left to the discretion of the Chief Commissioners 
of Income-tax to fIX the reserve price above 115 percent of the apparent 
consideration if they considered it a fit case, audit scrutiny has revealed 
that the reserve price was invariably being fixed by merely adding 15 
percent of the apparent consideration. Even though the properties arc sold 
in open auction, the Committee feel that the fixation of reserve price 
usually at the minimum prescribed limit is likely to be taken advantage of 
by auctioneers by forming cartels etc. It is, therefore. deemed imperative 
that the reserve price fixed should be reasonable so as to discourage the 

. possibility of indulging in unscrupulous activities by the auctioneers at the 
cost of national exchequer. As the value of the property is assessed both 
by the valuation wing apd the Appropriate Authorities separately at the 
time of passing pUJlChase order, the Committee consider it very necessary 
tbat reserve price should be fixed keeping in view these two separately 
compiled figures and also taking into consideration the clement of price 
escalation in case their is time gap in disposal thereof. 

[S.No. 10 (Para No. 84) of Appendix II to the 52nd Report of PAC 
(1992-93) (10th Lok Sabha)] 

Action Taken 

Reserve price for public auction of properties purchased by the 
appropriate Authorities is to be fixed by the Chief Commissioner ot 
Income-tax taking into account the Board's Instruction No. 1857 dated 
5.10.1990. The reserve price only indicates minimum amount from which 
biddings commence in the public auction. The Chief Commissioncrs alwa~ 
~e into account the market conditions before fixing the reserve price. 
There is little likelihood of formation of cartel by the bidders as the ChkJ 
Commissioner of Income-tax, conducting the auction. always reserves a 

12 .I 
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right to reject any bid including the highest bid without assigning any 
reasons. 

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

F. No. 24l/l193-A&tPAC-I 

F. No. 309/&-1J3-0T 

Recommendation 

The Committee are extremely unhappy over the utter lack of 
coordination and mutual exchange of information between the various 
functionaries of the Income-tax Department the Registering Officer and 
the Appropriate Authority. Audit scrutiny has revealed a number of cases 
where the Appropriate Authorities failed to pass on copies of its orders on 
the valuation report estimating the market values of properties u,nder 
consideration for purchase to the assessing officers. Similarly, the Officers 
issuing tax clearance certificates also failed to send copies ·thereof to the 
Appropriate Authority. Committee regret to observe that in respect of 
cases where the Appropriate AuthoritylState Registering Authority had 
determined the fair market values at substantially higher levels than the 
appropriate consideration, proceedinp for levying the capital gains/gift tax 
etc. were not initiated. 749 cases in 8 diferent circles have been detected 
by audit scrutiny where fair market value amounted to Rs. 66.89 crores 
against the apparent ~nsideration shown to the extent of Rs. 39.08 crores, 
lbe Committee are informed that long term action plan for survey for five 
years 1990-91 to 1~-94 has prescribed code No. 20i' requiring CIB units 
to colleCt information available in Form 37-1 received by Appropriate 
Authorities on regular basis. The Committee desire that this. action plan 
should be evaluated to find out whether it has achieved the dc:sired 
objective and the result thereof apprised to them. The Committee' would 
also like the Department to ensure that there is no shortlnon levy of 
capital gains and or gift tax due to lack of coordination between various 
functionaries of the Department and State Re~tering Authority. 

[S.No. 12 (Para No. 86) of Appendix II to the S2nd Report of PAC 
.• (1992-93) (lOth Lok Sabha)] 

Ac:tloa Taken 

The em Unit of Investigation Wi"g of the Income-tax Department 
regularly collec:ta information from Appropriate Authorities, and pasSes on 
to the Assessment Wing for taking appropriate acton under various Direct 
Tax Lawi. Upto 30.9.92, 9126 pieces of information were collected by CIB 
Units from the Appropriate Authorities. . 

lbe ISSCIIing Officer of the transferor comes to know of the transfer of 
any immovable Property at the time of issue of tax .clearance certificate 
under Section 2JOA of the Income-tax Act. He would therefore, be aware 
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of the applicability of provisions of Capital Gain Tax or the Gift·tax at the 
time of completion of the auessment. 

(Approved by the Additional Secretary to the Govt. of India) 
F. No. 24111193-A&PAC·I· 

F. No. 309I(v'93·0T 
a .............. tIon 

The Committee have been informed that under the previous scheme of 
lCquisition of immovable properties under Chapter XXA, out of one and a 
half lath cues examined by the authorities, 7300 C8ICI only were 
considered fit for passing final order. But ultimately, the authorities were 
able to issue' 'final orden in 91 casea and ended up acquiring just 15 
properties a total value 'of RI. 35 laths only. According to th~ Ministry of 
Finance, litigation process in the old scheme wu 10 complicated that they 

. were handicapped to take any action. With a view to overcome the 
difficulties experienced in the' old scheme which was discontinued after 30 
September, 1986 other new provision was inserted with effect from 10th 
October, 1986 conferring on the Government a pre-emptive right to 
purchase immovable properties. The Committee are concerned to find that 
the authorities concerned have failed to achieve better results even in the 
operation in the new scheme during the last six and a half yean. Out of 
22311 cues processed under this scheme, purchase or<k;n were passed in 
812 cues. Of these 812 cases 430 properties with consideration of. RI. 223 
CIOI'CI were sold, ycilding a profit of only RI. 60 crores. The Committee 
are further distresled to find the negative point in respect of 79 cases in 
which the authorities have already paid RI. 43 crores and the relevant 
properties are yet to ~ sOld. The Fmance Secretary conc:edcd during 
CYideace before the Committee that it is an administrative delay and it is a 
question of speeding up the procell. The Committee take a serious view of 
ddI .dministrative delay and emphasize that the procell of disposal of 
purcbucd properties should be expedited as huge amounts of public 
BHlCy bas been unneceaarily locked up. The Committee would also ItreII 
the need for prescribing a statutory time limit for dispoIaI of purchased 
properties under this scheme. Having regard to the objective of the aew 
scheme as a deterrent to the widespread operation of black moae" the 
Coauaittee believe that more iDteDlive scrutiny of C8ICI to ucertaiD tbe 
true martet pricea was also called for 10 as to identify the real tax eYIdcrI. 
1'hiI aspect should also be suitably taken care in future. 

(S. No. 14 (Para No. 88) of Appendix II to ,the S2Dd Report of PAC 
(1992-93) (10th Lok SabIaa)J 

AcIIaII T __ 

·After tbe dec:iIioD of the Supreme Court in tbe case of C.B. Gautam V,. 
u.ioD of Iadia abe Appropriate Authority, before ....... , pun:MIe 
-*r is required to estabIiIb dlai ..net value of laY prdperty 



OD the date of transfer exceeds the apparent consideration. This dcc:ision 
bas lead to a more intensive scrutiny of tbe cases. Purchase orders are 
passed only in cases where there is substantial difference in the market 
value of tbe property and the apparent consideration. 

The properties purchased under Chapter XXC of the Income-tax Act 
vest in the Central Government. The Law does not prescribe an)' method 
of disposal of sucb properties but these are beinl sold to public in 
accordance witb administrative decision taken by the Government. All 
steps are beinl taken to dispose of the property by sale immediately. Since 
there are no statutory provisions layinl down procedure for disposal of 
properties, the Board has issued revised norms (Instruction No. 1908 dated 
19.7.1993) wherein decision of the Board to ensure that pre-emptivel)' 
purchased properties arc put to the Public Auction within three months of 
its purchase bas been conveyed. 

(Approved by the Additional Secretary to the Govt. of India) 
F. No. 24V1193-AclPAC-1. 

F. No. 309/6I93-OT 



CHAPTER IV 
RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED B'Y THE COMMITTEE AND WHICH 

REQUIRE REITERATION 

"-:NIL-
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CHAPTER V 
RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 

GOVERNMENT HAVE FURNISHED INTERIM REPLIES 
Recommendation 

The earlier scheme of acquisition of properties by Ccntral Govcrnmcnt 
was applicable to the entire country. However, the scheme of purchase of 
properties by Central Government which was initially introduced in 4 
metropolitan cities of Bombay. Delhi, Calcutta and Madras with effect 
from 1.10.1986 was subsequently extended to cover 24 more cities between 
1.10.1987 and 1.4.1991. The scheme is stated to have been restricted to 
specified cities where sufficienlty large number of transactions of 
immovable properties with consideration exceeding of Rs. 10 lakhs are 
practically noticed to be taking place. Extension of the schemc to the 
entire country was not considered by the Ministry as the constitutional 
validity of the provisions was under challenge in the court of law. 
According to the Ministry. the extension of the schemc to the cntire 
country would now be examined and a decision to that effect would be 
taken in the wake of the Supreme Court Judgement deciding its 
constitutional validity. The Committee are of the view that extension of 
the scheme only to the specified cities, on the one hand result in similar 
transactions outside the cities remaining beyond the scope of the scheme 
and on' the other it tends to undermine the principle of equity under the 
scheme. The Committee hope that the question of extending the coverage 
of scheme will now be considered seriously by the Ministry. 

[So No.2 (Para No. 76) of Appendix II to the 52nd Report of PAC 
(1992-93) (10th Lok Sabha)] 

Action Taken 
The question of extending the scheme of pre-emptive purchase of 

properties to cover the entire country and to provide the necessary 
administrative machinery to cope with the increased workload is under 
consideration of the Ministry. 

(Approved by the Additional Secretary to the Govt. of India) 
F. No. 24V1I93-A&PAC-1 

F. No. 309/~3-0T 
Recommendation 

The Committee further note that even in limited cities where the scheme 
under chapter XXC is applicable; the provisions for pre-emptive purchase 
are activated only where the stated consideration for the transfer of 
property in the agreement entered into is above Rs. 10 lakhs. There has 
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been no move to readjust the financial limit, havina reaard to the 
mapitude of operation of the scheme etc. and Iteepina in vicw the shift ill 
real cstate prices. Further, v.alue ,has been prescribed as the apparent 
consideration of the relevant property. CoDJequcntly, where the stated 
consideration of a property is deliberately Itept below the prcsc:ribed limit, 
the case authentically aGeS out of the abmit of the scheme and 
unfortunately no mechanism haa. been prescribed to detect such cases of 
willfully cscapina from the purview of the scheme leadina to tax evasion 
and proliferation of black money: In the case of Abdus Samat Haji Adam' 
Kantharia and otbers Vs. Union of India and' others, the Bombay Hiah 
Court had held that auction cases would not fall within the purview of the 
scheme of purcbase of properties as there would be no agreement between 
the parties in such cases. Thus the auction cases also remain outside the 
purview of the scheme. The Committee find that in some of these cases, 
.. tement in Form 37-1 were being submitted to the Appropriate Authority 
wbo also issued no objection certificates. while some' did not come up at all 
before the Appropriate Authority. The Finance Secretary' informed the 
Committee durina evidence ·that it was not considered prudent to plua I 
member 01 loopholes noticed in the scheme such as deliberately keeping 
the stated consideration below the prescribed limit, sub-dividina the 
property and scUina a part for lesS than Rs. 10 laltbs etc. as the main issue 
wu pendina in the Supreme Court. The Connnittee are not convinced with 
this alJUment and since that the Supreme Court judgement has been 
deUvered necessary steps should be initiated. The Committee recommend 
that suitable provisions should be made to plua th'CSC loopholes in 
consultation with the Ministry of Law, uraently. 

[5. No. 3 (Para No. TI) of Appendix II to the S2nd Report of PAC 
(1992-~3) (lOth Lot· Sabha» 

Actioa 'rUeD 
. Lcp_tive measures for pluaina the loopholes of deliberate under-

valuation of propertiel and split transactions are under active consideration 
of the Ministry. Suitable amendment ill law is being considered as an on 
aoin. process of tax reforms. 

2. The question of modifying the limit of RI. 10 laltbs as apparent 
consideration for application of scheme of pre-emptive purchase il also 
United with the pluging of loopholes pointed out by the Committee. 

3. The ratio laid down by the Bombay High Court decision in the ClIO 
ABDUS SAMAT HAll ADAM KANTHARIA AND OTHERS 

VI 
UNION OF INDIA AND OTHERS was Jiven in the context of the old 

Cbapter XXA of tbe Income-tax Act where the Competent Authority wu 
required' to 'cstablish that consideration for trabSfer agreed to be~n the 
parties was leu than the fair market value of the property. The Hip Court 



I' 
bad taken a tiew that in calCS of auction. sales. thctC cannot be: any 
consideration fc)t transfer agreed to behween the plrties lind co_qUentl, 
provisions 01 chaptcr XXA would not ippl, in such Ii ClSC. Hei1cc:. this 
may not be reicYant fnt admh1iAterln, chaptcr XXC. 

(Approved bt the Additional Secretary to the Oovi. 01 India) 
F. No. 24i1l193-A.t'AC-t. 

F. ko. 309Itr.AJ3-ot 
R~OtiliIIe"lllioD 

The Supreme Court in its judgemC~t delivCl'cd on 11.11.1992 has upheld 
the Constitutional validity of the ic:helllC which w .. challcnlcd. intrra/ill. 
on dte around that it infringes the niht to buyACIl pruftert;. tHe bisic 
dcdsiOn& of the ct)aart illlrr-ulill arc (I) Both the intcndin. buyer and' the 
seller should he livcn the opportunit~ to be heard before ordcring 
colllpuliory paatchuc (Ii) reasons tor lIIatkin. the purchase shOUld be 
communicated to the affectcd partics (iii)' the purchase made by the 
Ooverttment *bUld be stabjcet to eneumberinces and lease hold interest to 
the elte,lI th~ arc not agreed to be discharaed by the vender. While the 
claaasc free from all encumbrances has been struck down the Supreme 
Court has held that monthly tenancics would eontinaae even .tter an order 
for purchase by the Central Governmci'lt has been made by the 
Appropriatc Authority concerned but such tenants would lose the 
protection under thc Rent Protedion Laws. bcaiu.~ such laW5 arc not 
madcapplicable to properties owncd by thc Ccntral Governmcnt with the 
result that their tenandd could be tcrmlnated by thc Centtal Oovcrtllttent. 
Although, the judlcment is to haYe only prospedive aftpllcatlon. the Court 
has directed that in resped of pending lill,alion cases thc parties arc 
required to be liven a heariitl. the Committee have becn ii'lfotmcd by the 
Ministry that the impicmenbition of the Supreme Court jud,emeht is not 
likely to create any probicm for the Appropriate Authoritlcs. Aceotdhi, to 
the Ministry, the only admi"i"tati~e cbillle requited Is the stred,thin, of 
the ~aluatiOn. set up attathed to the Appropriate Authotitles. Further. the 
timc limit for passing iheorder is proposed to be eltended from two 
fhOnths (as directed by the Supreme Couri) to three months from the end 
of the month Iii which frOM 31-1 is filed pcrhapa neCCSiitated from the 
practica~ tlpcriellCC lathered whilc handliil, tbe aucs in the wake o( the 
Supreme Court 1udgcment. In ordcr to Jive lelislative shape to thc rutin, 
of the Suprctnc COUrt, SOIllC amendmcnts In the pro"lslons of chapter 
XXC havc been proposed in the Finance sm, 1993. For instanct. it hli.' 
been proposed that thc holder of a bontljldr lease or encumbrance can 
continue 10 remain ht posscssion·ol lhe property If in term!! of the 
a,reement for transfcr. he is cligib1c, to continue to be In pos.~5..'ion of 
such property evert aile .. thc transfer. II is pertinent 10 note in thi!!. rcgard 
that thc. Supreme C~urt \~as heid that monthly tenandes if eli!llinslri the 
purchased property COl"" be tcrmiruatcd by the Govcrnmeql as rcnl 
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protection lOll do not apply to properties owned by the Central 
Government. T~e Mia!atry bave contended tbat it may not be necessary to 
take action under the Public Premises· Act, 1971 to get the vacant 
possession of tbe property as ,Qovemment can always sell the property 
alongwitb such bona-fule tenants on 'as is where is basis'. The Committee, 
however, feel that to sell the properties again with the same tenants may 
be fraugbt"twitb various difficulties ami:;ne~ssary steps should be taken to 
ensure tbat tbe bona-fide interests of thi· Gov~mment and tbe tenants are 
DOt jeopardised. The Committee also empbasize that with a view to 
safeguard tbe Government interests in. the scheme all remedial steps 
necessitated by the Supreme Court' judgement should be taken urgently in 
consultation witb tbe'Ministry of Law. ' 

[So No. S (Para No. 79) of Appendix II to the S2nd Report of PAC 
(10th Lok Sabha)] 

ActIoD Taka 
The matler is under a~ive "consideration of the Ministry. 
(Approved by the Additional Secretary to the Govt. of. India) 

F. No. 24~A&PAC-1. . 
F. No. lS416193-TPL 

Recommeadatlon 
The Committee arc' also concerned to note that there has been 

considerable difficulty in h'andling cases of lease/sub-lease or power of 
attorney, of industrial ~ertakinp or going concerns and of agreements 
for development of plots and construction of high-rise buildinp. Often, 
lOme of the. conditions of the agreements deterred the concerned 
Appropriate Authorities from interfering in the transactions. According to 
the Ministry, tJie Appropriate Authorities, as per instructions to tKem, 
have avoided passing of purchase orders in cases involving lease, sub-lease 
unless the apparent consideration hasbecn noticed to be gr.ossIYunder-
stated. Any action from 'lepl angle in such cases was was' not cOnsidered 
as per' the' advice of law'Ministry since the 'constitutionaJvalidity of the 
a.apter XXC was pending befo~ tbe Supreme COlirt. The Committee feel 
tbat these problems were not entirely related to' the constitutional validity 
of the provisions and devising 'of suitable meiDs to overcome the 
difficulties in such cases should have been considered much earlier and the 
Committee deprecate the'lack of actio& on tbe part of the authorities thus 
far. Jt has now been proposed in the FinaneeBiIl, 1993 to give a right to 
the Appropr!ate Authority to declare any encumbrance or lease hold 
interest to be ·void..where it has been ereated with"a view to defeating the 
purpose of this chapter. The COmmittee hope that with this' amendment 
tbe Appropriate Authority would not feel constrained t6 act' in the 
aforesaid cases. The Commi~ee also expect the Ministry to examine the 
feasibility of a~endmg the existing law to bring in 'the ambit of the scheme 
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the case of power of attorney as the power of attorney executed generally 
docs not mention the apparent consideration and is also not required to be 
registered. 
~ 

[So No.8 (Para No. 82) of Appendix II to the S2nd Report of PAC 
(10th LO~ Sabba» 

Action Taken 

The matter is under active consideration of the Ministry. 

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

F. No. 2411119~A&PAC-I. 

F. No. lS4I~TPL 

Recommendation 

The Committee are also concerned to note that there haw been quite a 
few cases where certain proposals covered by Chapter XXC have been 
registered by the Registering Authorities even without the production of a 
No Objection CertifiCate from the Appropriate Authorities inlpite of the 
fact that production of the No Objection Certificate is a legal pre-condition 
for such registration. The Committee are surprised over the jUltification 
for this wrong action adduced by the Ministry that none of these cues 
have been found to be having any potential where th,e purchase order 
could have been .. made if the transaction had come before the Appropriate 
Authority. They are of the opinion that the action taken by the Ministry in 
requesting the concerned Registration Authorities to be more careful in 
this regard would not suffice. There ought to be some legal provision or an 
in bllilt mechanism to ensure that the statements' in Form 37-1 are filed 
without fail in all liable cases and no property covered by Chapter XXC is 
registered without a' "No Objection Certificate from the Appropriate 
Autboriay. The Committee would also like tbe Department to examine the 
feasibility 'Of making it mandatory for the Registration Authority to furnish 
a fortnightly statement to the Appropriate Authority listing out the casel 
of transfer for apparent consideration exceeding Rs. \10 lakhs 10 that casel 
be~g registered could be cross checked at their end by the Appropriate 
Authority. The Committee would like to be apprised of the concrete steps 
taken in this regard. 

[So No.9 (Para No. 83) of Appendix II to S2nd Report of PAC 
(lOth Lok Sabfla)] 
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Action Taken 
The matter is under active consideration of the Ministry. (Approved by 

the Additional Secretary to the' Govt. of India) 

F. No. 24111J93-A&PAC-1. 

F. No. lS4/6193-TPL 

Recommendation 
The preceding paragraphs abundantly establish that the scheme of 

purchase of properties by the Central Government hu failed to achieve 
the desired results on the following counts:-

(i) the scheme is beset with litigation despite B:. specific provision 
denying any right to appeal. 

(ii) the scheme has no safeguard against deliberate under-statements in 
apparent consideration below the limit prescribed under law either 
individually or by splitting or in not filing the prescribed statement 
(37 I) in violation of the statute. 

(iii) there has been absence of principled selection of cases for 
purchase, which tended to erode the objectivity of the scheme. 

(iv) the scheme has failed to effectively tackle~c:i of lI.ution sales, 
transfers through builders/developers etc. ' 

(v) absence of appropriate guidelines and procedlrre-s. , 
(vi) Inexcusable delay in the disposal of purchased immovable 

properties. 
(vii) The scheme sin.:e its inception has never been reviewed to know 

its effectiveness with· a view to effect occeSQI}' improvements. 

The Committee take a serious view of lack of coordinated and effective 
approach on the part of the Ministty of Finance in the implementation of 
the scheme due to which they failed to achieve the avowed objectives of 
countering evasion of tax through under-statement of th~ value of 
immovable properties in the transfer deeds and checking the proliferation 
of black money. The Committee recommend that comprehensive and 
effective steps should now be taken immediately in the light of their 
recommendations made in this Report and the recent Supreme Cpurt 
judgement on the constitutional validity of the scheme to remove all the 
lacunae which have thus far impeded the smooth and effective functioning 
of the scheme. The Committee would like to be apprised within six months 
the concrete steps taken in this regard._ 

[So No. 9(para No. 89) of Appendix II to 52nd Report of PAC 
(10th Lok Sabha)] 
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Action Taken 
The matter is under active consideration of the Ministry. 
(Approved by the Additional Secretary to the Govt. of India.) 

F.No. 241/l19>-A&.PAC-1 

F.No. 1541619>-TPL 

NEW DELHI; 
24 February, 1995 

5 PhalguTUl, 1916 (Sakaj 

BHAGWAN ~HANKAR RAWAT. 
CluIlm&llll, 

Public Account.J Committ". 
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APPENDIX 
Statements of Conclwions and Recommendations 

Ministry/ 
Deptt. 
Concerned 

3 

Mlo Finance 
(Department 
of Revenue) 

-do-

CortclusionsIRecommendations 

4 

The Committee desire that the final action 
taken notes on all the recommendations in 
respect of which Government have submitted 
interim replies only so far should be furnished 
expeditiously after getting them duly. vetted by 
Audit. 

To sum up, the Committee while reviewing 
the scheme of purchase of properties by 
Government under the Direct-Tax laws had, 
in the light of the shortcomings observed by 
them, made several specific recommeqdations in 
order to make the scheme effective in 
countering evasion of tax through under-
statement of the value of the immovable 
properties in the transfer deeds and checking 
the proliferation of black money. In response to 
many specific recommendations of the 
Committee the Ministry of Finance have in their 
Action Taken Notes merely stated that the 
matter is under "Active consideration". These 
included extension of the scheme to the entire 
country, plugging of loopholes in the scheme 
such as deliberately keeping the stated 
consideration below the prescribed limit, sub-
dividing the property and selling a part for less 
than Rs. 10 lakhs, initiating adequate remedial 
steps necessitated by the Supreme Court 
judgement, amendment of the Law so as to 
bring power of attomcy within the ambit of the 
scheme, reviewing of the scheme etc. The 
Committee are surprised that even after the 
lapse of a period of two years since presentation 
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4 

of their original Report, no concrete action has 
been taken by Government in the whole issue. 
The Committee deplore the casual approach of 
the Ministry in the matter and desire that the 
recommendations be expeditiously examined 
and conclusive action taken thereon within a 
period of six months to make the scheme more 
effective in countering tax evasion and checking 
proliferation of black money. 



PART·D 

MINUTES OF THE TWENTY·FIRST SITTlNG OF THE PUBLIC 
ACCOUNTS COMMI1TEE (1994-~) HELD .ON 

20 FEBRUARY, 1995. 

The Committee met from 1100 to 1130 hrs. on 20 February, 1995 in 
Committee Room '0', Parliament House Annexe, New Delhi. 

PRESENT 

Shri Bhapan Shankar Rawat - Chairman 

MEMBERS 

2. Shri Bandaru Dauatraya 
3. Shri Dileep Singh Bhuria 
4. Sqn. Ldr. Kamal Chaudhry 
s. Dr. K.V.R. Chowdary 
6. Shri Jalat Veer Singh Orona 

·7. Shrimati Krishnendra Kaur (Deepa) 
8. Shri V. Krishna Rao 
9. Shri Mohan Sinp 

10. Shri Somappa R. Bommai 
11. Shri Triloki Nath Chaturvedi 
12. Miss Saroj Khaparde 
13. Shri G.G. Swell 

SECRETARY 

1. Shri Murari Lal - Joint Secretllri4t 
2. Smt. P.K. Sandhu - Director 
3. Shri P. Sreedharan - Under Secretary 

REPRESENTATIVES OF AUDIT 

1. Shri Samir Gupta - Add). Dy. CelAG 
2. Shri S.H. Manghani - Addl. Dy. Cel AG 
3. Shri K.S. Menon - Pro Director of Audit, (Air Force 

4. Shri A. Sathyavardhana 

5. Smt. Ruchira Pant 
6. Shri Asim Sharma 

and Navy) 
- Pro Director of Audit, (Indirect 

Taxes) 
- Director of Audit (Customs) 
- Dy. Director (DT) 

2. The Committee considered the following draft Report:-
(i) oo. •• oo.' •• 
(ii) ... ... ... •• 
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(iii) Systems Appraisal - Purchase of properties by Central 
Government [Action Taken on S2nd Report of PAC (10th Lok Sabha] 

Ov) •• •• •• •• 
(v) •• •• •• •• 

The Committee adopted the above mentioned draft Reports without any 
amendment/modification. 

3. The Committee authorised the 'Chairman to finalise the draft report 
on "Induction of an aircraft" after considering the comments of the 
Ministry of Defence from the security anale. They also authorised the 
Chairman to finalise the draft Reports in the light of the comments of 
Audit arisinl out of factual verification, and also'to present the Reports to 
the House. 

4. •• •• •• • • 
The Committee then adjourned. 
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