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INTRODUCTION 

1. the Chairman of the Public Accounts Committee. having been 
authorised by the Committee, do present on their behalf this 
Hundred and Fiftieth Report of the Public Accounts Committee on 
Action Taken by Government on the recommendations contained 
in 51st Report (Fifth Lok Sabha) on Chapter IV of the Audit 
Report (Civil) Revenue Receipts 1970 and the Report of the Comp-
troller and Auditor General of India for the year 1969-70, Central 
Government (Civil), Revenue Receipts, relating to Income Tax. 

2. On the 31st May, 1974 an 'Action Taken Sub-Committee' was 
flPPointed to scrutinise the replies received from Government in 
pursuance of the recommendaitons made by the Committee in their 
earlier Reports. The Sub-Committee was constituted with the 
following Members:-

Shri H. M. Patel-Convener 
2. Sri Sasankasekhar Sanyal 
3. Shri Jagannathrao Joshi 
4. Shri S. C. Besra 
5. Shri V. B. Raju 
6. Shri Mohammed Usman Arif 
7. Shri P. Anthony Reddi 
8. Shri Narain Chand Parashar 
9. Shri "T. N. Singh 

3. The Action Taken Sub-Committee of the Public Accounts 
Committee (1974-75) considered and adopted this Report at their 
sitting held on 9th April, 1975. The report was finally adopted by 
the Public Accounts Committee on 21st April, 1975. 

4. For facility of reference the main conclusions/recommenda-
tions of the Committee have been printed in thick type in the body 
'Of the Report. A statement showing the summary of the main 
recommendations/observations of the Committee is appended to the 
Report. ' 

5. The Committee place on record their appreciation of the assis-
tance rendered to them in this matter by the Comptroller and Audi-
tor General of India. 

NEW DELHI; 

:21st April, 1975. 
1st Vaisakha, 1897 (5). 

JYOTIRMOY BOSU. J 

Chairman, 
Public Accounts Committee. 



CHAPTER I 

REPORT 

1.1. The Report of the Committee deals with the action taken by 
Government on the recommendations contained in their 51st Report 
(Fifth Lok Babha) on Chapter IV of Audit Report (Civil) t Revenue 
Receipts-relating to Income-tax which was presented to the Lok 
Sabha on the 1st September, 1972. 

1.2. Action Taken Notes have been received from Govt. in respect 
of all the 118 recommendations contained in the Report. 

1.3. Action Taken Notes/Statements on the recommendations of 
the Committee contained in the Report have been categorised under 
the following heads:-

(i) Recommendations/Observations that have been accepted 
by Government. 

Sr. Nos. 5,7-24, 27-29, 32, 34-37, 41-49, 53-54, 56-63, 67, 
69, 70, 72,  75, 78, 8Q-83, 85, 87, 88, 94-107, 109-112 & 
116-118. 

(ii) Recommendations/Observations which the Committee do 
not desire to pursue in the light of the replies received 
from Government. 

Sr. N{)s. 33 and 40. 

(iii) Recommendations/Observa.tions replies to which have 
not been accepted by the Committee and which require 
reiteration. 

NIL 

(iv) Reoommendatiom/Observations in respect of which Govt. 
have furn.ished interim. replies. 

Sr. Nos. 1-4, 6,25--26·, 30,  31, 38, 39, 50-1)2, 55, 64-00, 68, 
71, 73, 74; 76-77, 79, 84, 86, 89-93, 108 and 113-115 . 

• This recommendation which was also reiterated in t}-.c u8th ~eport (Fifth Lok: 

Sabha) of the Committee hal been considered in the I53fd R,eport (Fifth Lok Sabha) on 
Action Taken by G;>vemment on the rCC0mmendadOns of the Public Ac~o nt  Com-
mittec coutained in their f28th Report (Fifth Lok Sabha). 
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].4. The Committee desire that final replies in re,ard to thote re-
commeadatiOQs to which only interim replies have 80 far been fur-
nished, should be submitted t.o them espeditiously after showinr 
them to Audit. 

1.5. The Committee will now deal with the Action Taken by Gov-
ernment on some of the recommendations. 
Variation between the  budget estimates and actual-need for a sound 

statisti,cal base. (Sr. No.1, 3 and 4-Paragraphs 1.23, 1.25 
& 1.26). 

1.6. Referring to the large variations between the budget estimates 
and actuals both under Corporate Tax and Income-Tax, the Commit-
tee in paragraphs 1.23, 1.25 and 1.26 of the Report observed as 
under:-

"The need for preparing accurate estimates of taxes on income 
has been engaging the attention of the Committee from 
time to time. In paragraph 4 of their very first Report on 
Revenue Receipts viz. Ninth Report (1962-63), the Com-
mittee had observed that an overall variation exceeding 3 
to 4 per cent should be regarded as a matter of concern re-
quiring special remedial measures. During the years 
1 ~  to 1968-69 there was over-estimation in regard to 
Corporation Taxes to the extent of 18.00 per cent in 1965-66, 
1l.09 per cent in 1966-67, 11.28 per cent in 1967-68 and J.42 
per cent in 1968-69. In the case of income-tax there was 
under-estimation to the extent of 4.69 per cent in 1966-67, 
1~.  per cent in 1967-68, 18.40 per cent in 1968-69 and 23.78 
per cent in 1969-70. In paragraph 2 of their 27th Report 
(1964-65) the Committee had emphasised that effective 
steps should be taken. to fill up the deficiency in collection 
of reliable statistics of economic growth so that estimates 
of revenue are prepared On a realistic basis. The Com-
mittee regret, however, that the Ministry of Finance have 
not been able to make much headway in this direction. 
They desire that the Ministry should build up a sound sta-
tistical base without further delay." 

"It is significant that at present the Central Board of Direct 
Taxes do not have up-to-date stati&tics which in the opi-
nion of the Committee are an essential prerequisite for 
tnaking reasonably accurate forecasts of tax receipts. For 
instance, the Board do not have latest figure,; of income-
tax collected in respect of various income brackets. The 
Board do not also maintain separate statistics of taxes rea-
lised from individuals, Hindu undivided families, firms. 
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companies and others and of number of and taxes realised 
from various companies such as manufacturing concerns, 
trading companies and investment companies. The Com-
mittee desire that the Board should maintain up-to-date 
statistics pertaining to all the categories in ()rder to assess 
the impact of taxation measures at the time of preparing 
the budget estimates." 

"The Committee also desire that the Ministry should study 
the methods adopted for estimation of revenue receipts in 
U.K. and other countries where the variations between 
Budget Estimates and actuals is not significant in spite 
of fluctuations in eoonomic conditions and growth. It 
is needless to point out that incorrect estimation may 

result sometimes in avoidable revision/imposition on tax 
levies,' . 

1.7. In their reply dated the 5th March, 1973 the Ministry of Fin-
ance (Department of Revenue and Insurance) have stated:-

"The recommendations of the Committee have been noted for 
processing .• , 

1.8. When asked to state the present position, the Ministry, in 
their subsequent note, dated the 13th November, 1973 have stated:-

"A Committee has been informally appointed under the Chair-
manship of Dr. N. T. Mathew, Joint Secretary, Department 
of Statistics with senior officers of the Income-Tax Depart-
ment as Members, to look into the statistics frame work 
of the Income-tax Department and to make suitable re-
commendations for streamlining and systematising it; 
their report is await~. Better approximation of the 
budget estimates will also be cov.ered by the Committee. 
The Ministry is also obtaining for study the particulars 
of methodology of budget estimates followed in U.K. and 
U.S.A, deputation for study to be considered later, if 
necessary. " 

1.9. The Committee would like to be apprised of the findings of the 
.. bove infonnal Committee. It should be asked to complete its work 
-expeditiously. Action should be taken urgently by Government on 
'its recommendations and findings aDd the Committee kept informed 
'of procress in this respect. 

1.10. The Committee note that the Minlstry is also obtaining for 
!'Itudy the particulars of methodology of budget estimates followed 
in the United Kingdom and the United states of America .. nd that 
the sending of a deputatiou for study, if necessary, will be considered 
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later. The stare at whieh the s.tad.y Is at Pnsent should be reported 
to ~ Committee. Tlae Committee are 01. the opiaien tItat the sead-
iDg of a deputatiOll for sueh study to the u X. IIRCI U.S.A. is not DeeeS-
sary. The results of the study and the action tabn thereon by Gov-
ernment should of eout'se be reportelll to tile COIIUDitteo without 
undue delay. 

A malgamation of the Agencies now exist f01' coUeeting information. 
and conducting research on tax problems. (Paragraph 1.24-
Serial No.2). 

1.11. Commenting on the functions of the three agencies which 
now exist for collecting information and conducting research on tax 
problems, the Committee in paragraph 1.24 of the Report, observed 
as follows:-

"At present, there are three agencies collecting information 
and conducting research on tax problems viz .• (i) Tax Re· 
search Unit attached to the Department of Economic· 
Affairs, (U) Tax Planning Section, functioning under the-
Central Board of Direct Taxes and (ill) Directorate of 
Statistics, Research and Publications functioning as an 
attached office under the Central Board of Direct Taxes. 
The ~r in  group of Administrative Reforms Commis-
sion observed that there was no coordination among these-
three agencies and that these should be amalgamated anJ 
brought under the direct control of the senior member ot 
the Board in-charge of Tax Planning and Assessment. 
Ample time has elapsed ror Government to have con i er~ 

ed the AdministratiVe Refonns Commission's recommenda-
tions in this respect in a comprehensive manner. The-
Committee feel ihat on grounds of efficiency and economy 
this suggestion is of sufficient importance to merit early 
action. As a first step in this direction the Units under-
the Central Board of Direct Taxes could be amalgamated 
forthwith." 

1.12. The Ministry of Finance (Department of Revenue and Insu-
rance) in their reply dated the 5th March. 1973 have stated:-

"The recommendation of the Committee has been noted. The· 
action taken by the Government will be intimated in due· 
course." 

1.13. In their subsequent note, dated the 1st December, 1973, the-

Ministry have stated:-

"The main function of the Tax Planning and Legislation Sec-
tion·of the Board is to process .proposals for amendment of 
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the direct tax laws and to sponsor necessary legislation in 
this behalf. The portion in the annual Finance Acts re-
lating to direct taxes is also processed in this Section. AU 
subordinate legislation relating to various dirett tax laws 
is also processed and implemented by this Section. 

2. The main functions of the Directorate of Research Statistics 
and Publication are (a) collection, compilatioll and publi-
cation of statistical data relating to direct taxes, (b) publi-
cation and distribution of. departmental bulletins, brochures 
and books. (c) indenting, printing and distribution of 
forms, (d) guidance and supervision in the matter of reco-
very of arrears of taxes in cases where the arrear demand 
exceeds Rs. 1 lakh, and (e) undert.aking studies required 
to be made by the Board on matters relating to tax laws. 
procedures and administration. 

3. It will be observed from the foregoing that the Tax Planning, 
and Legislation Section in the Board and the Direc10rate 
of Research, Statistics and Publication operate in entirely 
different spheres and there is no over-lapping in their res ... 
pective spheres of functions. Even though the Tax Plan-
ning and Legislation Section in the Board and the Directo-
rate of statistics, Research and Publication function sepa-
rately, proper coordination has been maintained between 

the two agencies. For instance the statistical data collec-
ted and the studies made by the Directorate of Research, 
Statistics and Publication are utilised. by the Tax Planning 
and Legislation Section of the Board to the extent consi-
dered necessary, in processing proposals for changes in 
the direct tax laws. If the Tax Planning and Legislation 
Section in the Board requires some statistical information 
which is not available in the publications issued by the. 
Directorate of Research, Statistics and Publication, the 
Board may require the Directorate to compile the neces-
sary information. Similarly. the Directorate can also be 
called upon to undertake studies on specific matters relat-
ing to tax laws, procedures and administration. 

4. The Direct Taxes Enquiry Committee (Wanchoo Committee) 
have also recommended in paragraphs 6.23 and 6.25 of' 
their Final Report that the Oirectorate of ItlS'Pection (Re. 
search, Statistics and Publication) should be split up into. 
two distinct units, one a Directorate of Publications and 
Public Relations, and the other, Directorate of Research 
and Statistics. The Committee have further observed 
that the Directorate of Research and StatistiCS'; 
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should be organised and developed as a Tax Re-
search Institute within the Department. The Re-
commendations made by the Wanchoo Committee in this 
behalf are still under consideration by the Government. 
In view of the position that the recommendation of the 
Public Accounts Committee for the merger of the Tax 
Planning and Legislation Section in the Board and the Dir-
ectorate of Inspe.ction (Research, Statistics and Publica-
tion) is intimately connected with the recommendation of 
the Wanchoo Committee fur the reorganisation of the afore-
said Directorate, it is proposed to consider both these re-

commendations together." 

1.14. The Committee have no objecUon to the decision to treat the 
1wo recommend.tions that of the Direct Taxes Enquiry Committee 
.(WRnehoo Committee) and that made by the Committee together so 
long as this Ibddn, does not result in delay. The Committee would 
urge the Government to come to an early decision without any fur-
.her loss of time and report the outcome to the Committee. 

Working oj the Internal Survey-Need for proper deployment and 
utilisation of staff (Paragraph 1. ~Sr. No.6) 

1.15. Commenting on the Working of Internal Survey of tht.., In-
''Come-Tax Department, the Committee, in paragraph 1.40 of the Re-
port, observed as follows:-

uThe Committee are concerned to be informed that the "work 
of the internal survey leaves much to be desired." The 
Committee desire the Central Board of Direct Taxes to 
look into the matter with a view to ensuring proper de-
ployment and utilisation of staff with clear directions and 
objectives. " 

1.16. In their note dated 23rd April, 1973 the Ministry of Finance 
:(Department of Revenue and Insurance) have stated:-

"The observatrons of the Committee have been noted. Neces-
sary instructions are being issued to the Director of Inspec-

tion (Income-Tax)." 

1.1'1. When asked to state the present position, the Ministry, in 
-their subsequent note, dated the 13th November, 1973 stated:-

, 

"Director of Inspection (I.T.) has been asked to process the 
matter; the result will be intimated in due course!' 
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1.18. As more thaa two years have elapsed. sinee the present&UoD. 
of the Repori., the Comm.itteecousider that the completion of the 
examination of the working of the Internal Survey should not take 
any more time. The Director of Inspection, to whom the examina-
tion of the worJdDt of the IDtemal Survey had beell entrusted in 
1973, had more than ample time for completing the examination. Be-
should be called upon to explain the reasons for the time he' has 
taklm under advice to the Committee and if he has40t already com-
pJeted the examination. he should be asked to do so without further' 
loss of time. 

Working of Small Income Scheme (Paragraph 1.48-Sr. No.8). 

1.19. Referring to the Wprking of the Small Incollle Scheme, the 
Committee in paragraph 1.48 of the Report observed as under:-

~ The Committee desire that the working of small income 
scheme should be kept under watch,. The Qbjective of the' 

'. scheme is that the Department should not waste its time 
and energy in disposal of cases which have no revenue 
potential. The Committee trust that the procedures 
evolved by Government help to achieve this objective. In 
particular, it should be ensured that on the one hand the' 
scheme is not exploited by some unscrupulous high income 
assessees masquerading themselves as small income asses· 
sees and on the other hand genuine .small income assessees 
are not subjected to harassment by being asked to appear 
before the Income-tax authorities. The Committee trust 
that Audit would conduct a review of the scheme and in-· 
elude their findings in their future Reports." 

1-20. In their reply dated 5th March, 19'73 the Ministry of Finance 
(Department of Revenue and Insurance) have stated:-

"The obBervations of the Committee have been noted." 

1.21. The Committee had not expected the Ministry merely to rest 
f!ontent with i:akin,g BOte of the observations of the Committee. The-
Committee had looked fOl'WM'd to being apprised of the specific steps 
taken or proposed to be taken by the Governn\crd. to ensure that the" 
Small Int.ome Scheme was not exploited by unscrupulous high-
income assessees masquerading as small Income assessees and . that 
the genuine smalllncome assessees were not subjectecl to harassment 
by being asked' to appear before the Income-tax authorities. The 
Committee would await a further report in this regard. 
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·Intmual Aucij.t OrgCLnUCLtioB-Implement4tion. of the instructions 
inuefi by the Boo.rcl-N eed fur a r8'U'lew of the per.!onTI4me 
(Pa.ra.gra.ph 2.28--8r. No.1'). 

1.2; Commenting on the or~lli 91 tlw I ~ AwUi Party of 
.the I~c~ta  Department. the Committee in paragraph 2.28 of the 
epo~ observed as ono~

c'The Committee find that according t() the in$tructions iss.ued 
by the Board in August, 1968, the tnteriull Audit Parties 
are req1Ure<i to take up checking of assessments, particular-
ly those involving large Jevenues, soon after the assess-
ments had been completed. Accor in.~ to the instructions 
Issued In December, 1969, the Internal Audit Parties are 
required 10 take aU ~ate or  I assessments completed in 
the rush period of February and March by the 30th June 
oll~win  and the assessments on total income of one lakh 
or more made in any other month ~t c required to be check-
ed Within three months, of the date of the assessment. The 
Committee have been informed that no special review re-
garding the actual implementation of the instructions was 
conducted since the Director of Inspection undertakes a 
monthly review of the performance of Internal Audit Par-
ttes. The Cbmmittee suggest that an immediate review 
of the working of the Internal Audit should be undertaken 
by the Board to find out how far they are carrying out the 
prelCl'lbed cheeks and bringing to notice cases of under or 
Over assessment requiring rectification. The Board should 
also ensure that the rectification of the lapses is done 
promptly." 

1.23. In their reply dated 28th February, 1973 the Ministry of Fin-
ance (Depa.rt.ment ot Revenue and Insurance) have stated:-

"The working of the internal audit organisation was general-
ly reviewed recently. The strength of the 4ternal Audit 
Organisation was found to be inadequate and steps have 
been taken to supplement it. l4we I~  have been sanc-
tioned headed by In~  w:h@ tWe t l t~a1J.  better 
equipped than the $uperviflQl'J w:ho ~ *.e t':J'isting IAPs. 
Poata of lTOs (Internal ,A.udit) have ~ e:feated for ex-
clusive attention to and supervision over lAPs work. More 
poets of lAGs (Audit) have been created for effective 
semot control. Lastly the DI (IT&Audit) bas been given 
the 8IBistance of a Dy. Director exclusively for attention 
to :Ooverall co-ordination and guidance of ~ iit work in the 
Department. The procedures have also been streamlined. 
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According to these latest instructions, inter tdia the IAPs 
have been asked to submit draft rectificatory ~ o  along-
with their audit objection, wherever feasible, so that the 
officer concerned may finali1-e the same promptly after 
show cause notice to the assessee. Observance of rectifica-
tion fortnights twice in a year, and a system of giving cre-
dit in disposal output for the rectification work done by 
the Income-tax Officers have also been! introduced." 

1.24. When asked 110 state the year in whiah the wotking of the 
Internal Audit Organisation was generally reviewed the Ministry, in 
a further note dated 12th November, 1973 stated that the position 

was reviewed in the year 1972. 

1.25. The Committee regret to note that DO review has been under-
taken by the Government on the lines suggested by the Cpmmittee. 
The Committee are-of the view that a thorough review of the kind 
indicated in JNlI'8CI'8ph 2.28 of their 51st 'Beport (Fifth .Lok Sabha) 
would lIel"Ve a veI'y U8efu1 purpose. They, therefore, des1te that suell 
a review should be carried out forthwith. The Committee would 
await the resul. of the review and action taken thereon. 

Scope and nature of ch~  to be exercised by the InteT'1U1.1 Audit 
Parties (Paragraph 2.29-Sr. No. 15). 

1.26. Referring to the checks exercised by the Internal Audit Par-
ties, the Committee, in paragraph 2.29 of the Report, observed as 
under:-

"The Committee learn that the assessments checked by the In-
ternal Audit Parties are not being stamped, with the result 
that it is difficult for Revenue Audit to know whether the 
assessmeriti'have been checked by the Internal Audit 
Parties. '1"h.e monthly reports of the Internal Audit Parties 
are alSo not ~ n  made available to the Revenue Audit 
u a matter of course. The Committee consider that there 
should be proper co-ordination between the Internal Audit 
Parties and Revenue Audit sO as to have maximum impact 
on reVenue collecting organisation. This can be achieved 
by making the checks exercised by the Internal Audit more 
conwrehensive and thorough and by making their Reports 
aWllable contem}l9raneously to the Revenue Audit. The 
Cominittee would further suggest that the scope and nature 
of checks to be exercised by Internal Audit should be re-
',Iewed at least ohcein six months by the Board of Direct 
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Taxes in consultation 'With Revenue Audit so as to make 
the checking more effective and pointed." .. .. 

1.27. In their reply dated 28th February, 1973 the Ministry of 
Finance (Department of Revenue and Insurance) have stated:--

"The lAPs have been instructed to rubber stamp all the files 
checked. Instructions have been issued that copies of the 
lAP's reports should be made a ai1a 1~ to the Revenue 
Audit when requisitioned; copies of Monthly Reviews of 
the Director of Inspection are also now being sent to the 
Director of Revenue Audit. The Board keeps close watch 
over the Drs coordination and control of audit work and 
necessary instructions are issued to him ,from time to time, 
besides frequent personal discussion and assessment." 

1.28. When asked to state whether any action' had been taken "on 
the suggestion of 1he Committee that the scope and nature of checks 
to be exercised by Internal Audit should be reviewed at least once 
In 6 montla by the Central Board of Direct Taxes, the Ministry, in a 
subsequent note dated 12th November, 1973 stated:-

"The D.I. (I.T. & Audit) on behalf of the Board keeps watch 
over the functioning of I.AP. and issues monthly reviews. 
copies of which are now being sent to the C & AG. Any 
suggestion from the C. & A.G. on the basis of these reviews 
will be considered; in view of this continuous arrange-
ments which equally serves the purpose, formal half year-
ly consultations do not appear to be necessary." 

1.29. The Committee are of the view that the monthly reviews 
which are carried out by the Director of Inspection (I.T. Audit) wID 
not achieve the object the Committee had in mind in SUResting a 
more comprehensive review of the scope &ad nature of the checks 
carried out by the Intemal Audit. The COmlnittee consider that it 
is essential to have a compreheDsive review by the Board at least 
once in six months with a view to improvin, the eflieiency of the 
Internal Audit and desire accor ~  that the first of such six month-
ly reviews be 1Dldertaken forthwith. 

1.30. The Committee further reiterate that there should be close 
coordination between the Intemal Audit and ~ en e Audit which 
is reDdering most invaluable service so as to have the ~a i  im· 
pact on the revenue collectiD&' or,anisation. 
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Incorrect determination of income from business and pTofeasion. 
(Paragraph 2.105-Sr. No. 30). 

. 1.31. Commenting on the repetitive mistakes which occurred in 
the computation of income under the head "Business", the Com-
mittee in paragraph 2.105 of the Report observed as under:-

"It is disquieting that the number of cases in which mistakes 
were noticed by Audit in computation of income under 
the head "business" has increased three-fold d11l'inll the 
last seven years. The under-assessment noticed in such 
cases during the year 1969-70 alone amounted to 
Rs. 129.31 lakhs. The deterioration of the position, des-
pite the special attention having been drawn repeatedly 
to these types of mistakes does not speak well of the De-
partment. The Committee accordingly trust that Govern-
ment would analyse the nature of repetitive mistakes and 
take appropriate action to avoid recurrence." 

1.32. In their reply da·ted the 30th April 1973 the Ministry of 
Finance (Department of Revenue and Insurance) have stated:-

"The amount of Rs. 129.31 lakhs mentioned in the Audit 
Report represents the total revenue effect involved in all 
the objections raised by the Audit and is not restricted 
to the mistakes admitted by the Department. Secondly 
the increase in the number of objections raised has to be 
viewed vis-a-1,is the number of cases checked by the 
Audit. The number of cases reviewed during 1969-70 
was about 2,74,000 as against about 1,41,000 cases review-
ed in 1964-65 which is the earliest year for which this 
information is readily available with the Government. 
For repetitive mistakes noticed the Government takes 
appropriate· acti~  to in ~i e recurrence. Improved 
training arrangements sanctioned recently are expected 
to tone up the performance of assessing officers and the 
Department's internal audit organisation has also now 
been strp.ngthened for checking up important assess-
ments promptly with a view to remedying mistakes, If 
any, without loss of time." 

1.33. When asked to state whether Government had analysed the 
nature of repetitive mistakes as suggested by the Committee, the 
Ministry, in a subsequent note dated the 17th November, 1973 have 
ltated:-
619 LS-2. 
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"Necessary study has been entrusted to the Directorate of 
Income-Tax and Audit and further action will be taken 
on receipt of the results of the study." 

1.34. More than two years have elapsed since the presentation of 
the Report, that much time was surely more thaD eDOIIIh for com-
pleting the study suggested by the ColDDlittee. This is retrettable• 
The Committee require that the study should be completed without 
farther loss of time and the results of the stacly ... &CUeD taken or 
proposed to be taken thereon should be intimated to them within 
three months. 

Relief from tax on newly established industrial undertaking- (Para-
graph 2.180, 2.187 and 2.202-Sr. Nos. 50, 52 and 55). 

1.35. Referring to the Controversy as to what exactly constituted. 
"a newly established industrial undertaking" the Committee, in 
paragraphs 2.180, 2.187 and 2.202 of the Report, observed as under:-

"The Committee note that the Ministry have beetA' experi-
encing difficulty in some marginal cases as to what 
exactly constitutes a 'new industrial undertaking' and 
that the matter has l,?een referred to the Ministry of Law 
whose opinion is still awaited. The Committee desire 
that the matter should be got clarified without further loss 
of time and suitable instructions issued for the guidance 
of assessing officers. 

, 
The Committee have in the preceding recommendation 

referred to the controversy as to what constitutes 'a 
newly established undertaking' on which an opinion of 
the Ministry of Law has been sought. They trust that 
suitable action will be taken in the case on receipt of 
the opinion of the Ministry of Law. 

The Committee note that in this case tax holiday relief was 
allowed for a further period of 5 years consequent on the 
expansion of the new industrial unit. It is unfortunate 
that this was based on the erstwhile Central Board of 
Revenue's circular issued in April, 1950, which according 
to the Ministry, could be interpreted in a way that may 
not be in conformity with the law. Although the Audit 
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objection has been accepted in principle, the Ministry 
have stated that 'it might well be argued that such sub-
stantial expansion can be construed ali addition' and that 
they wished to have this view examined by the Ministry 
of Law in consultation with Audit. The Committee ac-
cordingly desire that the matter should be considered and 
clear instrudions in conformity with law issued expedi-
tiously, in con ~tation with Audit. The Committee con-
. sider that it is most undesirable to allow the prolonga-
tion virtual perpetuation of tax holiday in this indirect 
manner." 

1.36. In their reply dated the 26th March, 1973 the Ministry have 
.tated:-· 

'''I'he matter was referred to the Ministry of Law on 24th 
July, 1971 for opinion as to what exactly constitutes new 
industrial undertaking and whether substantial additions 
to the existing plant and macliinery would also amount 
to this. The case was to be discussed with the Ministry 
of Law in consultation with the Audit but at the sugges-
tion of the Audit a consideration of the matter was put 
off till after the P.A.C. meeting scheduled to be held in 
October, 1971. The matter would be discussed with the 
Law Ministry and the Audit after a decision is taken by 
the Board whether:-

(i) their instructions dated 1st April, 1950 relied on by the 
C.I.T. require any revision; and 

(ii) it is necessary to amend the provisions of Section 80J 
for removing the seeming anomalies and hardships, as 
in the present case. 

The recommendations contained in the above paras would be 
complied with after the matter is examined and opinion 
of the Ministry of Law is received." 

1.37. When asked to state whether any decision had been taken 
in the matter the Ministry, in a subsequent note dated the 19th 
November, 19'73, stated:-

"['he Ministry of I,.aw tentatively agreed with the Audit's 
view and referred the matter back to this Ministry for 



14 

further comments. The Law Ministry's comments were 
examined in the context of the Calcutta High C(Jurt's 
decision in the case of 'Alutninium Co. Ltd. (A8 ITR 267) 
and the flle is being sent to the Ministry of Law for final 
advice. The resultant position will be inti a~  to the 
Committee." 

1.38. The Committee find it difficult to understand why so mach 
time should be necessary for arriving at a decision •• to what 
exactly constitutes a new industrial undertaking. The Cl)mmittee 
are somewhat surprised to note that in this case the Ministry wu 
not able to give a d.eftnJ.te oplDioD but expressed ItIteII ta teataUve 
terms. The Committee was under the impression that the MiniStry 
of Law invariably would express' itself in clear and definite terma 
in a matter as simple as this. The COIDIllittee desire that this should 
be resolved without any further delay and necessary instrudions 
issued for the guidance of the assessing officers under intim.Uo. 
to them. 

Rebates and Concessions on the Structure of Corporate tCJ.1:ation to 
promote economic growth and to ensure social justice-Need 
for a study to know how far these twin objectives have been 
realised. (Paragraph 2.249-Sr. No. 65). 

1.39. Referring to the various rebates and concessions on the 
structure of corporate taxation, the Committee, in paragraph 2.249 
of the Report, observed as follows:-

"With the various rebates and concessions the structure of 
corporate taxation is expected to be designed in such a 
way as to promote economic growth and to ensure social 
justice. The Committee were informed that no study 
had been undertaken to know how far these twin objec-
tives have been realised. The Committee would, there-
fore, commend such a study which would be helpful in 
formulating future taxation policy." 

1.40. In their reply dated the 9th May, 1973 the Ministry have 
stated:-

"The Committee's suggestion have been noted for considera-
tion." 

1.41. When asked to state whether the study as suggested by 
the Committee had since been undertaken, the Ministry, in a rth~r 

note dated 1st December, 1973 8tated:-

"No such study has been made so far. 
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2. The Direct Taxes Enquiry Committee (Wanchoo Com-

mittee) have emphasized the importance of having de-
pendable statistical data and research study report on 
various problems. In paragraphs 6.23 and 625 of their 
Final Report, the Committee have recommended that the 
present Directorate of Inspection (Research, Statistics 
and Publication) should be split up into two distinct 
units. one a Directorate of Publications and Public Rela-
tions and other a Directorate of Research and Statistics. 
They have further recommended that the Directorate of 
Research and Statistics should be organised and develop-
ed as a Tax Research Institute within the Department. 
The recommendations made by the Wanchoo Committee 
in this behalf are currently under consideration. After 
the Directorate of Research and Statistics is re-organised 
and strengthened on the lines suggested by the Wanchoo 
Committee, it would also be required to make a study of 
the extent to which the various rebates and concessions 
have contributed in promoting the twin objectives of 
economic growth and social justice as recommended by 
the Public Accounts Committee." 

t.'!' The Committee had suggested that a study of the extP.nt 
to which the various rebates and concessions had contributed to 
promoting the twin objectives of economic growth and social justice. 
should be undertaken which would be helpluI in formula tine future 
taxation poUey. The Committee have been informed that no sucb 
study has been made so far and that it would be undertaken as 
BOOn as the Directorate of Research ana Statistics is re-Ollranised 
and strengthened on the lines suggested by the Direct Taxes Enqlliry 
Committee which is currently under consideration of the Miuistry. 
This leav. the position completely vague and puts off the lwder-
taking of a study of some considerable importance almost IndefiDite-
ly. Having reprd to Its importance, the Committee desire that it 
should be taken in hand In anticipation of the reorgaaJsation and 
necessary man-power provided. 

Treatment of investments in shares as fixed a.ssets (Paragraph 2.261-
Sr. No. 66). 

1.43. Referring to the difference of opinion between the Audit 
and the Ministry of Finance regarding the treatment of investment 
I:n shares as fixed assets, the Committee In paragraph 2.261 of the 
Report, observed as under:-

"The Committee nq.te that there is a difference of opinIOn 
between the Audit and the Ministry of Finance regardini 
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the treatment of investment in shares as fixed aS$cts and 
that the opinion of the Ministry ot Law in the mfltter is 
awaited. The Committee may be informed of thp opinion 
of the Ministry of Law." 

1.44. The Ministry. in their reply dated 26th March, 19n. have 

stated:-

"Opinion of the Ministry of Law was earlier obtamed in 
another case in which a similar point was involvp.d. 
However, the case urlder consideration was again ~ erre  

to them for opinion in view of the Audit stand. The 
Law Ministry stated that before the earlier opinion 11 
applied. straightway in this case it would be better to 
show that opinion to the Audit if they had any comments. 
Consequently, the case was referred to the A11dit who 
with their note dated 26th September, 1972 stfltcd that 
the earlier opinion of the Law Ministry did not apply to 
the present case. This view of the Audit is heing con-
veyed to the Law Ministry for final opinion or discussion 
as may be feasible." 

1.45. When asked to state whether the final oplDlon h~  since 
been obtained, the ini t~, in a further note dated 16th Novp.m}Jer, 

• 
1»73, stated:-

"The view of the Audit was communicated to the Ministry 
of Law on 24th October, 1973 and their final opinion has 
been received on 2nd November, 1973 (copy attached as 
Annexure A). In view of the opinion expressed by the 
Ministry of Law, the Audit objection is acceptable; re-
medial action u/s 263 of I.T. Act, 1961 however became 
time barred long ago. The matter was controversial and 
not free from doubt, as would be seen from the opening 
paragraph of the Law Ministry's note. The Audit are 
being informed about the position." 

1.46. From the reply furnished. by the Government, the Com-
mittee note that the final opinion of the IJaw Ministry was r~C i e  

on 2nd November, 1973 and that in view of the opinion expressed by 
the MiniStry of Law the audit objection is acceptable; remedial 
action UDder Section 263 of the Income-Tax Act, 1961, however, 
became time barred leng aeo. The Committee ean only deplore 
tbe delay of more than a year in referring tbe case to the Ministry 
of Law for obtaininl their final OpiniOIl. The Committee e ir~ t"at 

'J 
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smtahle instructions should be issued immediately in this regard, 
if this has not already been done. 80 that there is no recurrenCf' of 
such lapses in future, under advice to the Committee. 

Income escaping assessments (Paragraph 2.270--Sr. No. 68). 

1.47. Commenting on the exclusion of the amounts received by 
lawyers for boarding and lodging expenses, from taxable income, 
the Committee in paragraph 2.270 of the Report observed as 
follows:-

j'The question whether the amount received from the clients 
by lawyers towards personal expenses could be excluded 
from total income as non-taxable is stated to have been 
referred to the Ministry of Law. The Committee would 
like to be apprised of the opinion of the Ministry of Law." 

1.48. In their reply dated the 7th March, 1973, the Ministry have 
stated:-

"The opinion of the Ministry of Law is still awaited. The 
Committee will be apprised of its opinion immediately 
on its receipt." 

1.49. When asked to state the present position. the Ministry, in 
a subsequent note dated the 17th November, 1973, have stated:-

"It was decided to have a tripartite discussion in a meeting 
with the representatives of Ministry of Law, C&AG and 
this Ministry and the matter has been referred to the 
C&AG accordingly. The decision reached after proposed 
discussion will be intimated to the Committee." 

1.50. A decision on the exclusion of the amounts received by 
Iawyen tfIrom clients towards personal expenses from the total 
taxable income has been considerably delayed for no apparently 
valid reasons. The Committee would urge that Government should 
come to a decision In this regard within three months and inform 
the Committee in due course. 

Information regarding the total number of advOCates practising in 
va.rious High Courts and Supreme CO'lLrt. (Paragra.phs 2.271 & 
2.272-Sr. Nos. 69-70). 

1.51. Finding that the Inco ~t.a  Department had not taken 
effective steps to ensure that all the lawyers practising in various 
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High Courts and the Supreme Court were assessed to tax, the Com· 
mittee, in paragraphs 2.271 & 2.272 of thE' Report observed as 
under:-

"Although the Committee desired tv have the information re-
garding the total number of advocates practising in the 
various High Courts and Supreme Court and the number 
of »ersons who were borne on the books of the Inoome--
tax Department as assessees, the information is still await-
ed. The Committee trust that on the basis of the informa-
tion to be oollected, the department would make a survey 
to ensure that there is no evasion of tax." 

"Further Government may consider the feasibility of asking 
the various courts to furnish to the Income-Tax Depart-
ment periodically information regarding cases decided by 
them and the persons who appeared as solicitors or advo-
cates for both sides so that the Department may be in 
possession of necessary information to verify the correct-
ness of the returns filed by persons 01 these professions." 

1.52. In their reply dated 7th March, 1973 the Ministry have stat-
ed.-

"Relevant information is being collected and observations of 
the Committee have been noted for processing." 

1.53. In a subsequent note dated the 15th November, 1973 the 
Ministry added:-

Reference is invited to the Ministry's interim reply sent t1ide 
No. 2OJ219f69-IT(Audit) dated 7-3-1973 regarding the above 
noted para. Reference is also invited to the Ministry's reply 
to item No. 84 of the Lok Sabha Sectt. O.M. No. 2/7/III/ 
2/71/PAC dated 10-2-1972 vide Ministry O.M. No. 240/2/ 
72-A&PAC dated 22-2-1973. 

2. The requisite information since collected is given below: 

(i) No. of Advocates enrolled With the various Bar A1 ociation~ 43,190 

(li) No. Of8Uch Advocates verified to be asseslcc\ to p x 1~ 

3. The verification of above noted provisional figures is, how-
ever, still not complete. The Commissioners have addresa-
ed the persons concerned. The Commissioners are being 
asked to pursue the verification vigorously and take 
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appropriate action as may be indicated as a consequence of 
the information gathered. 

4. Instructions have been issued for watchful survey of persons 
in professions. 

1.54. In the Circular instructions dated the 20th June, 1972 issued 

by the Director of Inspection (IT-Audit) to all Commissioners of 
Income Tax inter alia read as follows:-

"With a view to watching the progress in the implementation 
of the instructions issued by the Chairman, it has been de-
cided that the information regarding new cases discovered 
as a result of the survey of persons carrying on professions 
and having income by way of salaries should be incorporat-
ed in column 4 of the Statement of External Survey. 

An amended copy of the proforma is enclosed herewith. As a 
Monthly Review is desired by the Chairman, the State-
ment of External Survey should be sent every month in-
stead of every quarter. The Statement in the amended 
proforma may please be sent w.e.i. the month of June, 
1972 so as to reach this Directorate by the 20th of the fol-
lowing month positively." 

1.55. From the reply furnished by the Government, the Commit-
tee distressed to note that out of 43190 advocates enrolled with the 
Bar A~iation. , only 7404 are verift.ed to be asesessed to tax and that 
the verification of the above provisional figul"CS is however still not 
complete. The Committee have been infonned that the Commis-
sioners are being asked to pursue the verifications vigorously and 
take appropriate action. Further instructions have also been Issuecl 
by the Director of Inspection (IT Audit) calling for a monthly review 
of external survey instead of the existing' quarterly review. The 
Committee desire that Govemment should conlplete the verification 
early and report the position to them. The Committee would also 
like t.o know the results of the External SUr\'ey conducted durin, 
1972 and 1973. 

OmislWn to levy or incorrect levy of penalty-Applica.tion of the 
provisions of SectiOn 297 (2) (g) of the Income Tax Act (Pa.rcz,... 
graph 2.289-Sr. No. 72). 

1.56. COllUIlenting on the omission to levy or incorrect levy of 
penalty, in a case, the Cbffimittee in paragraph 2.289 of the Report, 

observed as follows:-

liAs regards sub-para (iii) the Committee were informed that 
although Audit were told earlier that the Ministry had ac-
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cepted the mistake, the question regardinf.{ the applicability 
of the provisions of Section 297(2)(g) oi the new Inco ~ 

tax Act to the cases of penalty proceedings initiated before 
1st April, 1962. has been subsequently referred to the Min-
istry of Law. The Committee would like to be informed 
of the views of the Ministry of Law as also the action taken 
to rectify and recover the penalty, if required." 

1.57. In their reply dated 7th March, 1973 the Ministry have sta-
ted:-

liThe opinion of the Ministry of Law is still awaited. Neces-
sary action will be taken on receipt of their opinion." 

1.58. In a subsequent note dated the 2nd June, 1973 the Ministry 

have further stated:-

"'!'bia is in continuation of this Ministry's interim reply sent 
with O.M. No. 236/260/7O-IT(Audit) dated 7-3-1973. The 
MiD1stry of Law has opined that penalty under the provi-
sions of Income-tax Act. 1961 could be imposed in this case 
although the notice was issued under Income-tax Act, 1922. 
However, in the present case no action to rectify and re-
cover further penalty is possible as such action was time-
barred even before the receipt of the audit objecbon." 

1.59. The Committee assume that the Ceatral Board 01 DIrect 
Tues .... iuued suitable instructions in the liJht of the opUUoa of 
the Ministry of Law DOW given for the Juidau.ce of the aII .. inc 
offieers under intimation to them. This may be confirmed. 

Omission to levy or incorre¢ levy of peno.lty-Effecting dated for the 
purpose of levy of penalty (Paragraphs 2.290 and 5. 12-Br. NOB. 
73 and 113). 

1.60. Referring to the crucial date for the purpose of levy of pen-
alty, the Committee in paragraphs 2.290 ana 5.12 of the Report, ob-
served as under:-

"In regard to sub-para (v) the Committee understand that the 
question whether the date of filing of the return or the 
date of assessment was to be taken for the purpose of levy 
of penalty was under consideration of the Ministry of Law. 
The Committee may be apprised of the final decision taken 
in the matter after obtaining legal opinion as also the ac-
tion to rectify and recover additional penalty if needed. 
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The Committee find that during the year 1969-70, the penalty 
imposed amounted to Rs. 15.03 crores which was much less 
than the concealed income of Rs. 60.50 crores, although ac-
cording to the Income-tax Act the minimum penalty shoule 
be equal to the concealed income. The Committee were 
intlormed that this difference may be due to some of the 
assessments being for the period prior to 1st April, 1968 
when the minimum was 20 per cent of the tax. The Com-
mittee, however, find that according to the judgement in 
Jain Brothers case the crucial date for the purpose of pen-
alty is the date of completion of the assessment and not the 
assessment year. The Ministry of Finance have stated 
that according to the Law Ministry the crucial date for 
determining the quantum of penalty is the date of filing of 
the return and not the date of passing the assessment order. 
The Committee suggest that in view of judgement in the 
Jain Brothers case the matter should be further examined 
in consultation with the Attorney General. The Commit-
tee would like to know the outcome of the examination." 

1.61. The Ministry, in their reply dated 7th March, 1973, have 
stated:-

"The opinion of the Ministry of Law is still awaited. Neces-
sary acwn will be taken on receipt of Law Ministry's 
opinion." 

In their note dated 2nd April, 1973 they added: 

"The question of reference to Attorney General is under con-
sideration by Law Ministry." 

' .. 62. When asked to state whether the opinion of the Ministry of 
Law had since been received the Ministry, in a subsequent note 
dated 9th November, 1973 stated:-

"The Law Ministry had earlier agreed with the stand taken by 
the Board but at the instance of the Audit the matter was 
again refelTed to them in November, 1972 for obtaining the 
opinion of the Attorney General. However, the Law Min-
istry asked the Audit whether they would agree to the ob-
taining of Law Secretary's opinion instead of referring the 
matter ro the Attorney General. This proposal is under 
consideration of the Audit who are being reminded." 

1.63. The Committee are unhappy over the inordinate delay in ar-
rivine at a decision on the crucial date for the purpose of levy of 



22 

penAlty. The matter should be pursued more "igoJ'OlIsJy so that a 
decision can be arrived at and necesary instnlctions issued to the 
lower formatioDS. The Committee would like to be apprised of the 
final decision taken as also the action proposed to be taken there-

after. 

Non-levy (Y(' incO'TT'ect levy of penal interest Rationalisation of rate 
of interest. Rules simplifying and streamlining the procedure. 
(Paragraph 2,302-Sr. No. 77) 

1.14. Commentin.r on the non-levy or incorroct levy of penal in· 
terest, the Committee in paragraph 2.302 of the Report, observed as 
lIn"er:-

"The Committee trust that with a rationalisation of rate of in-
terest and the procedure for the levy, such large scale mis-
takes or omission as have been noticed in the past, should 
not 'OCcur. The Committee note in this connection that the 
Central Board of Direct Taxes have assumed powers with 
effect ~or  1st April, 1971 to frame rules for regulating the 
calculations of interest. They desire that J:ecessary rules 
simplifying and streamlining the procedure should be 
framed without delay." 

1.65. In their reply dated 17th March, 1973 the Ministry have stat-
~~ , 

"The Direct Taxes Enquiry Committee (Wanchoo Committee) 
have made certain rectommendations in this behalf in para-
graph 4.34 of their Report. These recommendations are 
currently under consideration by the Government. Neces-
sary provisions for the calculation of interest payable by 
or to assessees will be made in the Income-tax Rules, 1962 
in the light of the decisron taken by Government on the 
aforesaid recommendations in due course." 

1.67. When asked to state whether any decision had since been 
taken by the Government in this regard, the Ministry. in a subse-
quent note dated the 29th November, 1973. have stated:-

"Action for framing the necessary Rules in the context of 
Wanchoo Committee's relevant recommendations is unde:-
active consideration." 

1.68. The Committee deplore the inordinate delay that has taken 
place in framin, rules for regulating the calcnlatiC)ns of interest. The 
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Committee need hardly stress that uecessary rules 6implifyiaJ' and 
streamliaing the proc:edure should be framed forthwith under inti-
mation to them. 

Steps to prevent double allowance of credit (Paragraph 2.313-Sr. 
No. 79). 

1.69. Referring to the steps taken to prevent double allowance of 
credit, the Committee. in paragraph 2.312 of the Report, observed 8S 

under:-

"Various suggestions in regard to the steps to be taken to pre-
vent double allowance of credit are stated to be under 

oonsideration of the Director of Inspection (I.T. and 
Audit). The Committee need hardly stress that a fool-
proof procedure in this regard should be evolved expedi-
tiously." 

1.70. In their reply dated 17th March, 1973 the Ministry' have 
atated:-

"The suggestion of the Pul:lic Accounts Committee have been 
noted for processing." 

1.71. When asked 00 state the present position. the Ministry, in a 
subsequent note dated the 29th November, lSl73, have stated:-

"The findings of the Commissioners are that the mistakes were 
attributable to lack of care on the part of the Income-tax 
Offidals, who have been warned to be more careful. 

The Government has informally appointeci a Committee of 
senior officers under the auspices of the Directorate of 
o & M Services to review the accounting and collection 
procedures obtaining in the Department. The delibera-
tions and sensequential recommendations of the Commit· 
tee will cover this point also and further action will be 
taken on receipt of their report." 

1.72. The Committee wish to reiterate that a fool-proof procedure 
to prevent double allowance of credit should be evolved without 
any further loss of time. 

1.73. The Committee trust that the Informal committee would 
complete its work at an early date. The Action Taken thereon bv 
Government should be reported to the Committee. 
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Irregular grant of refun.ds-Need for review to ensure strict obser-
vance of or otherwise of long standing instruction. (Paro.graph 
2.314-5r. No. 80). 

1.74. Commenting on the irregular grant of refunds and non-ob-
servance of instructions issued in this regard, the Committee, in 
paragraph 2.314 of the Report, observed as under:-

"Incidentally the Committee note that the existing instruc-
tions that all refund cases involving a sum of Rs. 500/-
and above should be checked hy th~ Inspecting Assistant 
COmmissioner have fallen into disuse and that the limit 
fixed for the check is considered to be "too low". The 
Q>mmittee wish to point out that IS undesirable to allow 
such important instructions to be ignored. The limit 
could have been suitably revised in order to ensure strict 
observance of the instrUctions. The Committee trust that 
the Board would review the ob6ervance or otherwise of 
such long standing instructions in the light of changed 
context and taken appropriate action." 

1.75. In their reply dated the 19th April, 1974 the Ministry have 
stated:-

"Necessary instructions are being issued by the Director of 
Inspection (Income-tax) modifying the existing ones in 
the Income-tax Office Manual Part II (page 169) about 
checking of refunds involving sum of Rs. 5000 and above 
should be checked by the Inspecting Assistant Commis-
sioners of Income-tax. The revised instructions are to be 
strictly followed." 

1.76. When asked to state whether the Board reviewed the obser-
vance or otherwise of long standing instructions in the light of the 
changed context as suggested by the Committee, the Ministry, in a 
subsequent note dated the 29th November, 1973 have stated: 

"In the light of Committee's recommendation the Board have 
reviewed the matter and the limit of Rs. 500 I- was raised 
to Rs. 5,000 vide instruction No. 562 F. No. 228/22173-
IT(A.TI) dated 27th June. 1973 (copy enclosed) i strict 
observance has been enjoined." 
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1.77. The Committee find that revised instructions on checking 
of refunds have been issued aDd that as a practical measure, it has 
been decided that cases of refunds involvin" a sum of as. 5,000/-
and above are now to be checked by the Inspecting Assistant Com-
mission.er . 

1.78. The Committee would however, like to empbasise the need 
for a review of the observance or otherwise of such lnstruet10ns In 
the Iipt of the changed context so that appropriate corrective •• -
tion may be taken wherever necessary. 

Need for fi:ring a suitable time limit for giving effect to appellate 
orders. (Paragraph 2.332-Sr. No. 83). 

1.79. Commenting on the delay in giving effect to the appellate 
orders, the Committee, in paragraph 2.332 of the Report, ob5erved as 
under:-

"The Committee further desire to suggest that the feasibility 
of fixing a suitable time limit for giving effect to appellate 
orders should be considered." 

1.80. In their reply dated the 17th January, 1973 the Ministry have 
stated:-

"In Board's Circular dated 18th July. 1962 it was emphasised 
that refunds falling due as a result of appeal or revision 
proceedings should be granted within a furtnight of the 
date of receipt by' the I.T.O. of the relevant appeal or revi· 
sion order. Further Section 244 of the Income-Tax Act, 
1961 as amended by Taxation Laws (Amendment) Act, 

1970 also provides that interest will be payable by the Gov-
ernment on delayed refunds (consequent on appellate 
orders) after a period of 3 months from the end of the 
month in which the relevant order is passed. Instructions 
to the field officers are being issued drawing their atten-
tion to the above noted earlier circular and directing that 
in all instances appellate orders should be given effect to 
within a fortnight of the receipt of the order ooncemed. III 

1.81. The Committee desire that necessary instructions should be 
issued forthwith to the field officers directing that in all instances ap-
pellate orders must be given eftect to within a fortnight of the date 
of passin, of the order concemed. 
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1.82. In so tar as appelJate orders are CGaoeJ'lled tJaey should be 
passed within a fortDlght from the date of hearin,. The Committee 
would ver¥ much like the .Revenue Audit to report whether this reo 
commeodation is being implemented. The Committee would swng-
ly sUC'gest that the Revenue Audit should cOnduct a tcst audit of the 
orders of the Appellate Assistant Commlssioners in the same maDDer 
as they are auditing the Ineome-tax Ofti.cers' orders. The Commit. 
te-e have come across several instances where the Income-tax Ofticers 
knowingly highly inflate the assessments driving the assessees in this 
process to seek remedies on appeal which would certainly involve 
considerable cost for both the parties and severe mental anxiety. 
especially in the case of small assessees. The Committee would like 
that a re ~w should be undertaken of all cases where reductions of 
more than &. 10,000 has been given on appeal to determine the ex-
tent of such over assessments. 

Payment of Interest-Instructions to avoid any divergence in practice 
in regard to payment of interest under Section 214-Examina-
tion of i ere~e in language between Sections 214 and 215 
(Paragraphs 2.338 and 2.371-Sr. Nos. 84 and 89). 

1.83. Referring to the provisions of Sections 214 and 215 of 1te 
Income Tax Act, 1961 regarding payment of interest, the Committee 
in paragraphs 2.338 and 2.371 of the Report, ohserved as under:-

"The Committee are of the opinion thal. 'On equity whether 
Government paid interest to the assessee or vice-versa; the 
critemon should be the same. Section 215 (3) of the in-
come-tax Act, 1961 provides for reduction of interest pay-
able by an asessee as a result of variation of the amount 
on which the interest was payable on rectification or revi-
sion whereas Section 214 which provides for C'TOvernment's 
paying interest to the assessee does not have a similar pro-
vision for reducing the quantum of interest as a result of 
rectification or revision. The Committee accordingly desire 
that the difference in language between Section 214 and 
215 should be looked into. Further neither under Section 
214 nor under Section 215 there is a provision for the en-
hancement of interest payable. The Committee note that 
the Ministry propose to have the entire question of pay· 
ment of interest by Government to assessees and charging 
interest from assessees by Government to assessees and 
interest from assessees by Government in respect of excess 
advance tax paid or the shoMfal1 of advance tax as the case 
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may ,be re-examined thoroughly in consultation with the 
Audit and the Ministry of Law. The Committee trust that 
this will be done expeditiously and appropriate amend-
ments to the relevant sections of the Act made, as neces-
sary. 

Admittedly there is an apparent difference in the matter of 
treatment of tax deducted at source between the provisions 
of Sections 214 and 215 governing payment to and charg-
ing interest from assessees for the excess or deficiency 
in the advance tax paid. While Section 215(5) clearly 
stipulated that tax determined on the basis of regular as-
sessment should be reduced by the amount of tax deduct-
ible at source, for the purpose of charging interest from 
the assessee, there is no corresponding provision in Section 
214. However, the Committee learn that the Ministry of 
Law have opined that the expression "tax determined on 
regular assessment" used in Section 214 must necessarily 
be the tax after giving credit for the tax deducted at 
source." 

-They further learn that advance tax is itself calculated aftcr 
giving credit for the tax deducted at source. Government 
may consider the question of amending Section 214 suit-
ably to place matters beyond doubt. In the meanwhile 
suitable instructions should be issued to avoid any diver-
gence in practice in regard to payment of interest under 
Section 214." 

1.84. In the replies dated 7th March, 1973 and 14th March, 1973 
respectively the Ministry have stated:-

"The recommendation of the Committee has been noted for 
processing. " 

"The suggestion of the Committee for amending section 214 
rjf the Income-tax Act has been noted for proce in~. Ne-
cessary instructions for calculation of intcrest payable by 
the government on excess advance tax paid stand issued 
with Board's Circular No. 12/12/68-IT.A.III dated 11th De-

cember, 1968." 

1.85. When asked to state the present position, the Ministry, tn a 
subsequent reply dated the 17th November, 197:i, have stated: 

"The matter is still under con i erat~on.  

619 LS-3. 
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1.86. The Committee urge that the matter should·' be examiDed 

expeditioUsly and without any further loss of time and the conclu-
sions reached intimated to the Committee. 

Lapses in observing procedure laid down by the Departm.ent-Non.-
deduction <n; short dedtlftion of tax at SOUTce on interest 1'0:1/-
ments, and delayed remittance of tax deducted (Paragra.phs 2.383 
and 2.384-Sr. Nos. 90-91). 

1.87. O>mmenting on the non-deduction or short deduction of tax 
at source on interest payments and delayed remittance of tax deduct-
ed, the Committee in paragraphs 2.383 and 2.384 of the Report observ-
ed as under:-

"The Committee are distressed to note the non-deduction or 
short deduction of tax at source on interest payments and 
delayed remittance of tax deducted which also did not at-
tract the penal provisions' of the Act. It is strange that 
Income-tax Department itself is a defaulter in this regard. 
Such serious lapses noticed in test check of cases by Audit 
should have compelled the Depart.ment to undertake a re-
view in all the charges to find out the extent of failure and 
to take appropriate action including rectification and reco-
very which, however. surprisingly enough were not) done. 
The Committee expect that such review should be done 
without further delay and the results intimated to them. 

Unless deterrent measures are taken to make such defaults 
unrewarding, the defaults are bound to recur. The Com-
mittee would therefore, like to know why penal provisions 
were not invoked in respect of cases pointed out by Audit 
and whether there were similar laxities in other cases." 

1.88. In their reply dated 14th March, 1973 the Ministry have 
stated:-

"The Committee's suggestion is being examined. The relevant 
information is being collected from the Commissioners and 
the result will be intimated in due Nurse." 

1.89. When asked to state the present position, the Ministry in a 
subsequent note dated the 30th November, 1973 have stated:-

'A review was ordered vide Board's Institution No. 537 (F. 277, 
5/73-ITJ) dated 31st March, 1973; the results of the review 
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received from the COmmissioners are being compiled, and 
will be furnished. it> the Committee soon." 

1.90. The Committee note that a review has been ordered md the 
results of the review received from the Commissioners are heing 

eompiled. The Committee would like the Ministry to eomplete the 
eompilation of the results earJy and report the position to them. 

1.91. The Committee further note that their observation about the 
failure of the Ineome-tax Department to dedl1et tax at soune from 
the interest paid by them to the assessees is under examination. The 
Committee desire that this should be examined expeditiously and 
final outoome reported t.o the Committee. 

Escapement of tax liability on the Interest paid-Need to amend the 
Act (Paragraphs 2.385 and 2. 38&-Sr. Nos. 92-93). 

1.92. Commenting on the delay in remittances of tax deducted at 
source and the necessity for providing adequate checks to ensure that 
assessees 00 not escape the tax liability on interest paid to them by 
the Department, the Committee, in paragraphs 2.385 and 2.386 of the 
Report, observed as under:-

"The Committee note that the Central Board of Direct Taxes 
are reviewing the Whole matter of tax deductions at source 
including those made under Section 194A with a view to 
making certain changes. The Committee hope that expe-
ditious steps would be taken to ensure correct and timely 
deduction of tax at source as well as its prompt remittance. 
The Committee would await the outcome of the review of 
the position by the Board. 

According to the Ministry, although technically the department 
is also liable to deduct tax at source on interest paid by it 

to the assessee. it would involve a lot of avoidable account-
ing and administrative work. The Ccmmittee understand 
that an amendment to the Act in this regard is under consi-
deration. They wish to observe that any change that is 
made should pl'ovide adequate check to see that the asses-
sees do not escape the tax liability on the interest paid to 
them by the Department." 

1.93. In their reply dated the 14th March, 1973 the Ministry have 
stated:-

''The matter is still under consideration." 
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1.94. When asked to state the present position, the Ministry, in a 
subsequent note da11ed the 29th November. 197.1. have stated:-

"The whole question of deduction at source is being examined 
by an informal Committee appointed to consider the De-
partment's tax accounting system, including tax deduction 
at source, and suitable measures will be taken on receipt 
of the Committee's recommendations. Amendment of law 
regarding the liability of I.T. Department to deduct tax 
at source is still under consideration." 

1.95. The Committee would await the report of tbe informal Com-
mittee appointed by the Ministry inter-alia to examine the whole 
question of deduction at source, and the action taken thereon by 
Govemment in this regard. 

1.96. The Committee note that amendment ot the Law regarding 
the liability of the Income Tax Department to deduct. tax at source 
is still under consideration of Government. The Committee desire 
that this matter should be decided quickly and t.he decision reported 
to the Committee. 

~r c na nl e of Income-tax OtJicer-Decline in the average number 
of assessments disposed during 1 7~71. Need for investigation-
(Paragraph 3. 23-Sr. No. 96). 

1.97. Commenting on the decline in the average number assess-
ments disposed particularly during 1 7~71 the Committee in para-
graph 3.23 of the Report observed as under:-

"The Committee find that the number of income tax officers at-
tending to assessment duties has progressively increased 
from 1701 as on 1st April, 1968 to 1912 as on 1st April, 1969, 
2056 as on 1st April, 1970 and 2234 as on 1st April, 1971. 
The effect of this appears to have been the reverse of what 
might have been expected. The average number of assess· 
ments disposed of per Income Tax Officer on a~ e ent 

duty has decreased from 1855 in 1968-69 to 1842 in 1969-70 
and 1669 in 1970-71. No satisfactory explanation for this 
phenomenon has been adduced by the Ministry. The Com-
mittee suggest that the reasons for decrease in the average 
number of assessments particularly during the year 1970-71 
may be investigated by the department." 
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1.98. In their reply dated 26th March, 1973 the Ministry have 
stated:-

"Reasons for the decrease in the average nUDlber of assess-
ments (.'()mpleted during 1970-71 are being investigated and 
a report will be submitted in due course." 

1.99. When asked to state whether the investigation in this regard 
had since been completed, the Ministry in a rthe~ note dated 1st 
December, 1973, have stated:-

"DI (RS&P) was requested to make n selective study in the 
matter. A copy of his report is attachetl herewith (page). 
Attention is invited to the Ministr,y's reply to para 1.30 of 
the 87th Report of the P.A.C. (1972-73), wherein the newly 
created Directorate of 0 & M SERVICES has been asked 
to make an overall study as suggested by the P.A.C.; their 
report is awaited for further necessary action. 

This Director of Inspection (RSP) has stated in the conclud-
ing paragraph of his report as follows:-

"It will be observed from the above that there were gtlod rea-
sons for decline in the average disposa] for Income-tax 
officer in respect of Income-tax assessments." 

1.100. The Committee note from the reply that a selective stud, 
of the reasons for the decline in the avera.ge number of assessments 
completed in five Commissioners' charges has been made . bf. the 
Director of In pec ti~n (RSP) .and that this study has revealed that 
there were good reasons for the decline In the average disposal per 
Income-tax Officer in respect of Inc~lI e.ta  a e en~. The 
CollllDi,ttee have also been informed that an overall study' a.s sugges-
ted by them has been entrusted to 'the neWly created Dii-ectorate 
of O&M Services 81'ld that· their' report is awaited,. before. further 
action is taken. The Committet: would like to await the. report of 
the Directorate 01 O&M' Services and the action taken thereon by 
Government. 

Tax deducted at source-System of reconciliation between the 
amount of tax dedu.cted at source and the amount remitted to 
Government Acctt. (Paragraph8 4.57 and 7.12-Sr. Nos. 108-115). 

1.101. Referring to the remittances of tax' deducted' at source to 
Government account, the Committee, in paragraphs 4.57 and 7.12 of 



32 

the Report, o er ~  as under:-

"The Committee learnt from Audit that a system of recon-
ciliation between the amount of tax deducted at source 
and the amount remitted to Government account was in 
vogue in Britain and that the same was brought to the 
notice of the Central Board of Direct Taxes by Audit in 
July, 1970. The Committee were informed that the Board 
had recently started the system of giving permanent 
account number to each assessee. The Committee desire 
that the system followed in Britain should be studied and 
a procedure devised to arrive at a satisfactory system of 
reconcilia tion. 

The Committee note that for non-deduction or part-deduction 
of tax from dividends at source by companies, there were 
convictions in 237 cases in 1968-69, 135 cases in 1969-70 
and 181 cases in 1970-71. The Committee learnt with 
satisfaction that as a result of prosecutions launched 
against defaulting companies, cases of defaults have 
declined. The Committee desire that the Department 
should devise a system whereby tax deducted b:r" com-
panietil is remitted to Government within the prescribed 
period of one week, In 1969-70, there were 90 cases in 
which tax was remitted after one week of deduction or 
receipt of challan. The Committee suggest that the 
Department should take stringent action against the 
parties who failed to remit tax deducted within the pres-
cribed time." 

1.102. In their replies dated 24th March, 1973 and 2nd April, 1973 
respectively the Ministry have stated:-

"The question of devising a suitable procedure in the matter 
of deuction and collection of tax at source is under exa-
mination in the light of the recommendations of the 
Direct Taxes Enquiry Committee. The suggestion for-
intro ci~ .. Central Control/Account System as pre-
valent in the United Kingdom has been noted and will 
be considered while devising the new procedure." 

"The Wanchoo Committee also has made similar recommenda-
tions (vide paras 4.54 and 4.55 of their Report) regarding 
the deduction of tax at source and its collection. These 
recommendations are being examined." 
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1.103. When asked to state the results of the examination, the 
Ministry, in a further note dated 9th November, 1973, have stated:-

"A Committee of officials has been appointed informally 
under the auspices of the Directorate of 0 & M. Services 
to consider the tax accounting system of the Income-
tax Department and make necessary recommendations in 
this behalf; the papers regarding the U.K. System have 
been made available to the Committee for keeping in 
view. Their recommendations are awaited for suitable 
action." 

1.104. The Ministry in their note dated 17th November, 1973 
stated:-

"The Board have appointed an informal Committee under the 
auspices of Directorate of 0 & M Services to examine our 
tax accounting system and make necessary recommenda-
tions for Board's action. The Committee will cover the 
subject of tax deduction at source and relevant procedures 
also. Their report is awaited." 

1.lOS. The Committee would Uke to be apprised of the ftDdiDgs of 
the Committee of OfBcials which need to be expedited. The COID-
miftee would, however, like to stress the need for a satisfactory 
system of reconcWatiOD between the amount of tax dedueted at 
source and the amount credited to Government Account in the 
IDcome-tax Department as is in vogue in the United Kingdom. 
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RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 

1.39. The Committee find that the number of assessees has in-
creased from 21,26,398 in 1964-65 to 29,10,341 in 1969-70. There was 
an increase of 36 per cent in 1965-66, 14 per cent in 196&-66, 11 per 
cent in 1966-67, 0.2 per cent in 1967-68 and 8.9 per cent in 1969-70, 
While there was a decrease of 1.3 per cent in 1968-69. The Committee 
were informed that the decrease in 1968-69 was due to rembval of 
some 4 lakh assessees found not liable to income-tax out of 10 lakh 
new assessees added as a result of a special survey undertaken in 
1964-65. The Committee were' further informed that although there 
was overall reduction in 1968-69, there was continuous increase in the 
higher income cases. The number of business cases with income 
<lver Rs. 25,000 increased from 1,23,989 as on 31st March, l{'f\8 to 
1,37,324 as on 31st March, 1968 to 1,37,324 as on 31st March, 1009, 
1,61,485 as on 13th March, 1970 and 1,77,553 as on 31st March, 1971: 
The Committee welcome the change in emphasis in enrolm'Emt of 
new assessees and hope that the surveys will concentrate on cases 
with revenue potential so that time and labour are not spent 'on cases 
which are subsequently to be removed from the registers. 

1.41. The Committee need hardly point out that in evaluating 
the work of survey done by officers in the field, the tax potential 
of the cases detected should receive more importance than the total 
number of new assessees added. 

[Item Nos. 5 & 7 of the Appendix to the PAC's Fifty-tirst 
Report (1972-73) Fifth Lok Sabha] 

Action taken 

1.39. The Committee's observations have been noted. The Gov-
ernment have already taken steps to intensify the survey on cases 
wifh revenue potential. This includes survey on professional 
persons and persons who have newly constructed properties or 
acquired immovable properties including ownership flats. 

34 
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1.41. The effectiveneasof survey work done by the oftlcers is 
being included as one of the items for evaluating their performance. 

,[Ministry of Finance (Revenue and Insurance) O. M. No. 231/22-71-
A & PAC dated 4th July, 1973]. 

Recommendation 

1.48. The Committee desire that the working of small income 
s<;heme should be kept under watch. The objective of the scheme.' 
is that the Department should not waste its time and energy in dis-
posal of cases which have no revenue potential. The Committee 
tr ~t th,at the procedures evolved by Government help to achieve 
this objective. In particular, it should be ensured that on the one 
band the scheme is not exploited by some unscrupulous high income 
assessees masquerading themselves as small income assessees and 
on the other hand genuine small income assessees are not subjected 
to harassment by being asked to appear before the Income-tax 
authorities. The Committee trust that Audit would conduct a review 
of the scheme and include their findings in their future Report. 

1.49. The Committee were in or ~  that there has been con-
siderable simplification in procedure as far as individuals are con-
cerned but the simplification might not have reached the same stage 
as far as other categories are concerned. The Committee desire that 
the question of simplification in procedures should kept under con-
stantly so that maximum possible simplification can be achieved as 
early as possible keeping in view the basic objective of avoiding 
harassment tJ parties with:>ut detriment to the interests of revenue. 

[S.No. 8 & 9 and paras 1.48 and 1.49 of the Appendix to the 
Fifty-first Report of the P.A.C. (1972-73) Fifth Lok Sabha]. 
, 

Action taken 

1.48. The' observations of the Committee have been noted. 

1.49. The recommendation of' the 'Committee has been noted for 
processing. 

Ministry of Flnance (Revenue and Insurance) O.M. No. 231/22-71-
A & PAC dated 5th March, 1973]. 

Further Infonnation 

Sr. No.9 (Para 1.49). 
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A new Directorate of O. & M. Services has been created, i te~ 

alia, for making studies and devising ways of streamlining Depart-
mental procedures for more efficient functioning. The observationS'. 
of the P.A.C. have been communicated to that Directorate who will 
keep them in view in making studies and devising procedures. 

Rec:ommendation 

The Committee note that the functional scheme of distribution of 
work which has been introduced in 104 ranges has resulted in not 
only increasing the disposal of assessments and collection of taxes 
but also paying adequate and timely attention to other important 
aspects of work like rectification of mistakes, disposal of audit ob-
jections, giving effect to appeal order etc. But there are also certain 
difficulties regarding non-availability of papers, delay in issue of 
demand notices and failure to give credit for prepaid taxes. The· 
Committee desire that the procedural changes considE'red necessary 
for re o ~  these defects should be made without delay. 

[Item 10 and para 1.51 of the Appendix to the Fifty-first 
Report of the PAC (19'72-73) Fifth Lok Sabha] .. 

Action taken 

Pursuant to the Wanchoo Committee's recommendations a Com-
mittee was set up by the Central Board of Direct Taxes for consider-
ing and suggesting necessary modifications to the functional scheme. 
The report of this Committee was discussed in the Commissioners" 
Conference held in May 1972 and the Board have issued a compre-
hensive circular (Instruction No. 451 dated 30th August, 1972) spel-
ling out necessary modifications in procedure of work in functioning' 
ranges, vide reply to item No. 134 of Lok Sabha Seictt. O.M. No. 
2/7/111/2/72 dated 30th November 1972, with which a copy of the-
Instructions was attached. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/22/ 
71-dated 5th March, 1973]. 

Rec:ommendation 

The Committee find that the pilot study carried out by the-' 
Central Board of Direct Taxes has revealed that in big income cases 
the percentage of cost of collection to demand raised worked out to-
0.86 per cent and 0.78 per cent in 1968-69 and 1969-70 respectively 
while in small income cases the percentages were 5.57 and 5.41. The--
obvious conclusion is that cost of collection as percentage of the de-
mand is much more in respect of small inicome cases as compared 
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with big income cases. The Ministry have pointed out that with the 
introduction of 'Summary Assessment Scheme' the results of the 
earlier study may no longer hold good. The expectation obviously 
is that the cost of collection on 'Small Income Cases' will register dec-
line. The Committee desire that impact of the 'Summary Assess-
ment Scheme' on the cost of collection may be watched through fur-
ther studies with a view to taking additional measures towards re-
duction of cost of collection in small income cases. 

[So No. 11 and Para 1.54 of the Appendix to the Fifty-first 
Re,port of the PAC (19'7Z-73) Fifth Lok Sabha]. 

Action taken 

Steps for a further study as recommended by the Committee are 
being examined. 

[Ministry of Finance (Revenue and Insurance) O.M. No_ 
231/22/71-A & PAC dated 5th March, 19731 

Further Information 

(Sr. No. 11) 

A pilot study was got conducted by the Director of Inspection 
(RS&P) . The detailed results are shown in the annexure. 

Annezure 

A pilot study was made in representative changes in West 
Bengal, Bombay City, Gujarat, Delhi and Madras Charges having 
either both Scrutiny and Summary assessment cases or having only 
Summary or Scrutiny cases. A Study has also been made, of one 
Range in West Bengal Charge, having ,salary cases. The data col-
lected in this pilot study for the years 1971-72 and 72-73 is given 
8i under:-

Year No. of Amount of C ... ·t of Cost per Percen'qc 
a5scts. demand c\) lIection. ca~e. of cost of 

raised collection 
to dtmand 
r~ e . 

1 ~~  or:I • . - I-

I 2 3 4 5 6 -I  I ...~~~ 

1911-72 (in ooos) (in ooos) 

(i) S''l'UtiIlY C.1SBS 
Rs. 

(a) e,t. I 15149 48,58,80 36.10 62'3 0'59% 

(b) Cat. II 1820 4.30,3 I 

(c) 0thers 35332 9,21,61 
~ -----

s890I 62,1°.72 
----.----- --.---... -... 
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I 2 3 4 S 6 

...... ~ ~ ~ ~
(ll) S""",u,," Ass'tI. 
C.) Cat. I 

(b) CAt • II 

(c) Cat. III 

(d) C~t. IV 

(iii) S.:Ilary Cases 

(,,) 143(1) 

(b) 143(3) 

%972-73 
(i) Scrutiny CaseJ 

(,,) Cat. I 

(b) C"t. II 

(c) Others 

10Z974 10,:U,33 

78,87,57 

3,54,16 

7,28,58 

------------
(ii) Summary Assess",."ts 

(8) Cat. I 

(b) Cat. II 

(,:) Clt. III 

<'I) Cat. IV 

(iii) S.:Ilar;y Ass'h. 

(8) 143(1) 

(b) 143(3) 

59523 

96959 

1,88,41 

1,80,06 

-....... -- ~ 

71779 

5797 

. 77576' 66,55 
--------

SI5 

------

20'7 

lIS 

23 

7·73 % 

It is noticed that though the cost per case in sununary and salary 
assessments as compared to scrutiny cases is less, but the percentage 
()f cost of collection to demand raised is more. This is natural as 
the demand raised in summary and salary cases per case is lower. 
Coming to the cost of collection of 'Scrutiny cases' :while in 1971-'12 
it came to Rs. 62.3, it went up to Rs. 118 in 1972-73. However, at 
the same time, the percentage of cost of collection in r~lation to 
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demand raised, registered a decline in as much as it came down to 
0.4 per cent in 1972-73 as compared to 0.59 per cent in 1971-72. In 
'Summary assessment' cases, the cost of collection also rose a little 
in 1972-73 as compared to 1971-72 when it came to Rs. 23 per case in 
the former year as compared to Rs. 20.7 in the earlier year. Simi-
larly, the percentage of cost of collection in relation to demand 
raised during the year 1972-73 also rose to 2.63 per cent as compared 
to 2 per ceni in the year 1971-72. In salary cases also, similar 
phenomenon of the increase in cost per case as well as the percentage 
of cost of collection in relation to demand raised, is noticed. It rose 
to Rs. 6.63 per case in 1972-73 as compared to 5·64 in 1971-72 and 
similarly the cost of collection in relation to demand raised rose to 
7.73 per cent as compared to 4 per cent in 1971-72. 

3. It can further be seen from the statistics that the demand raised 
in scrutiny cases during 1971-72 amounted to Rs. 62.11 crores as 
against Rs. 11.49 crores in 'summary assessment' and 'salary cases'. 
The demand raised in 'scrutiny' cases is, therefore, about 5.5 times 
the demand raised in 'summary' and 'salary' assessment cases. The 
cost per case in 'scrutiny cases' is Rs. 62.3 as against Rs. 13 in 
'summary' and 'salary' assessments put together. The cost of a 
'scrutiny case' is about 4.8 times of the cO'?t of 'summary' and 
'salary case.' 

During 1972-73, the demand raised in 'scrutiny' cases is Rs. 89.70 
crores while it is only 9.20 crores in 'summary' and 'salary' cases. 
The demand raised in 'scrutiny' cases is thus about 9.75 times of the 
demand raised in the two other groups of cases put together. The 
cost per case in 'scrutiny' 'and the other two groups of cases put 
together is Rs. 118 and Rs. 15.9 respectively i.e. the cost in 'scrutiny' 
cases is about 7.5 times the cost in other two groups of cases put 
together. 

4. The cost of collection for the three types of assessment cases 
put together comes to Rs. 25·53 and Rs. 31 per case respectively for 
the year 1971-72 and 1972-73; the percentage of cost of collection in 
relation to revenue being .85 per cent and .64 per cent. 

5. The above statistics, relating to pilot study, have been arrived 
at without taking into account expenditure incurred on office 
accommodati.on in some charges and proportionate supervision 
charges etc. in all the charges (due to practical difficulties) in which 
this pilot study has been undertaken. Similarly, it is presumed that 
tax deducted 'at source' from salary cases is not included in the 
demand raised in these cases. If that is included, the picture re-
garding the cost per case as well as the percentage of cost of col-
lection to the demand raised may slightly change. 
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6. It may be pointed out that the 'summary a e e~t  scheme 
was introduced in the middle of 1971 and full impact of its working 
may not have been felt either in the year 1971-72 or 1972-73. More-
over, pilot study has been limited only to city charges. The picture 
may be a bit different in mofussil charges. 

Recommendation 

The Committee feel concerned over the increase in the 
number of cases of under-assessment and over assessment detected 
by Revenue Audit during the period 1st September, 1969 to 31st 
August, 1970. There were 16,997 cases of under-assessment of tax 
amounting to Rs. 858.92 lakhs and 6,004 cases involving an over-
assessment of tax of Rs. 191.41 lakhs during the period 1st Septem-
ber, 1969 to 31st August, 1970, as against 12,418 cases of under-
assessment involving tax of Rs. 687.19 lakhs and 3.496 cases of over-
assessment involving tax of Rs. 100.92 lakhs detected during the 
period from 1st September, 1968 to 31st August, 1969. Of the total 
of 16,997 cases of under-assessment of tax detected during the 
period 1st September, 1969 to 31st August, 1970, there was short 
levy of tax of Rs. 644.80 lakhs in 1,096 cases alone, while there were 
840 such cases involving short levy of Rs. 537.46 lakhs duri.Ilg the 
period 1st September, 1968 to 31st August, 1969. 

The increasing number of cases of under-assessment and 
over-assessment detected by Revenue Audit points to the need of 
intensification of checks by Interl!al Audit. The Committee were 
infonned that although the number of Internal Audit Parties was 
increased slightly during the year 1969-70, they were still in-sufficient 
to condl1ct more -or less a concurrent audit of all cases. From the 
figures furnished to them, the Committee find that the total assess-
ments checked by the Internal Audit Parties decreased from 2,77,332 
in 1969-70 to 2.54,142 in 1970-71. However. the cases of under-I.'.' 
assessment detected by the Internal Audit increased from 29,746 
involving short levy of tax amounting to Rs. 607.79 lakhs to 40,106 
cases involving tax of Rs. 1,230.71 lakhs in 1970-71· The number of 
cases of over-assessments increased from 11,123 involving tax of 
Rs. 173.02 lakhs to 17,120 involving tax of Rs. 397.43 lakhs. The 
Committee are not satisfied about the progress of rectification of 
the errors pointed out by the Internal Audit Parties. According to 
the revi.ew conducted by the Directorate of Income Tax Audit cases 
involving only 20 per cent of the aggregate tax realisable on rectifi-
cation were rectified during 1970-71, while the corresponding per-
centage for 1971-72 was a little less than 30 per cent. The Ministry 
have also 120ticed that rectifications, in most of the cases have not 
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been done within the prescdbed period of three months of the 
raising of objections by the Internal Audit. The Ministry are 
greatly concerned at the inadequacy of the rectification of errors 
pointed out by the Internal Audit and they_ propose to take some 
eifectiv,e measures early. The Committee hope that effective mea-
sures will be taken by the Department to ensure that rectification 
of under-assessments and over-assessments detected by Internal 
Audit is made within the time of 3 months. 

[Items 12 & 13 (Paras 2.26 and 2·27) of the Fifty First Report 
of the Public Accounts Committee (1972-73) Fifth Lok Sabha) 

Action taken 

The observation of the Committee have been noted. It 
may, however, be elucidated that the figures mentioned in Para 34 
of the C&AS's Report, 1969-70 represent the total number of ob-
jections raised by the Audit and not those admitted by the Depart-
ment which will be significantly less. Further, during the year 
1960-70 the Audit scrutinised a much larger number of cases viz. 
2,74,470 as against 2,59.269 cases scrutinised in the year 1968-69. 

In this connection the Ministry's reply to para 2.28 may 
please be seen. The Director of Inspection (Income-tax has issued 
instructions in January, 1973 to ensure that the prescribed time 
limit for rectification on the basis of revenue and internal audit ob-
jections are enforced and the promptness in the matter achieved. 

[Ministry of Finance (Revenue and Insurance) O. M. No. 246/41/ 
71- A & PAC dated the 8th March, 1973]. 

Recommendation 

The Committee find t~at according to the instructions issued by 
the Board in August, 1968, the Internal Audit Parties are required 
to tak£! up checking of assessments, particularly those involving 
large revenues, soon after the assessments had been completed. 
According to the instructions issued in December, 1969 the Internal 
Audit Parties are required to take all category I assessments com-
pleted in rush period of February and March by the 30th June, 
following and the assessments on total income of one lakh or more 
made in any other month are required to be checked within three 
months of the date of the assessment. The Committee have been 
informed that no special review regarding the actual implementa-
tion of the instructions was conducted Since the Director of Inspee-
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tion undertakings a monthly review of the performance of Internal 
Audit Parties. 

The Committee suggest that an immediate review of the working 
of the Internal Audit should be undertaken by the Board to find out 
how far they are carrying out the prescribed checks and bringing 
to notice cases of under or over assessment requiring rectification. 
The Board should also ensure that the rectification of the lapses is 
done promptly. 

[81. No. 14 and Para 2.28 of Appendix to 51st Report of 
the P.A.C. 1972-73]. 

The Committee learn that the assessments checked by the 
Internal Audit Parties are not being stamped, with the result that 
it is difficult for the Revenue Audit to know whether the assess-
ments have been checked by the Internal Audit Parties are not 
being made available to the Revenue Audit as a matter of course. 
The Committee consider that there should be proper coordination 
between the Internal Audit Parties and Revenue Audit so as to hav,e 
a i ~ impact on revenue collecting organisation. This can be 
achieved by making the checks exercised by the Internal Audit 
more comprehensive and thorough and by making their Reports 
available contemporaneously to the Revenue Audit. The Committee 
would further sugges't that the scope and nature of checks to be 
exercise by Internal Audit should be reviewed at least once in six 
months by the Board of Direct Taxes in consultation with Revenue 
Audit so as to make the checking more effective and pointed. 

[Sl. No. 15 and Para 2.29 of the Appendix to 51st 
Report of the P.A.C., 1972-73]. 

The Committee in the various sections of this Report as well as 
of the 50th Report referred to inadequacies and lapses of Internal 
Audit and have also indicated the lines on which the Internal Audit 
check could be strengthened. They hope that Government would take 
due note of these and take appropriate action early. 

[81. No. 16 and Para 2.30 of Appendix to 51st 
Report of the P.A.C. 1972-73]. 

Action taken 

The working of the Internal Audit Organisation was 
generally r.eviewea recently. The strength of the Internal Audit 
Organisation was found to be inadequate and steps have been taken 
to supplement it. More lAPs have ,been sanctioned headed by 
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tnspectors who are technically better equipped than the §upet-
visors who head the existing lAPs. Posts of ITOs (Internal Audit) 
have been created for exclusive attention to and supervision over 
lAPs work; More posts of lAOs (Audit) have been created for 
e1fective senior control. Lastly the DI (IT & AUdit) has beel1 
given the assistance of a Dy. Director exclusively for attention td 
overall.coordination and guidance of audit work in the Department. 
The procedUres have also been streamlined. According to these 
latest instructions, inter alia the lAPs have been asked to submit 
draft rectiftcatoty memos alongwith their audit objection, wherever 
feasible, so that the officer concerned may finalize the same promp; 
tly after show cause notice to the assessee. Observance of recti.; 
ficatiori fortnights twice in 'a year, and a system of giving credit iri 
disposal output for the rectification work done by the income-Tax 
Officers have also been introduced. 

The lAPs have beeh instructed to rubber stamp all the 
1\1. checked. Instructions have been issued that copies of the 
lAPs reports should be made available to the Revenue Audit when 
requisitioned; copies of Monthly Reviews of the Director of Inspec-
tion are also now being sent to the Director of Revenue Audit. The 
Board keeps close watch over the DI's coordination and control of 
audit work and necessary instructions are issued to him from time 
to time, besides frequent personal discussions and assessment. 

The observations of the Committee have been noted and 
various steps taken as detailed in comments against paras 2.28 and 
2.29. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 241/5/72"-
A & PAC dated the 28th February, 1973]. 

Farther lnformattOll (Sr. NOI. 14 &; 15) 

The position was reviewed in the year 1972. 

The D.I. (LT .. &Audit) on behalf of the Board keeps watch over 
the functioning of I.A.P. and issues monthly reviews, copies of 
which are now being sent to the eM.G. Any suggestions from the 
C&rA.G. on the basis of these reviews will be considered; in view 
of this continuous arrangements which equally serves the purpose. 
formal half yearly consultations do not appear to be necessary. 
619 L8-4. 



" COpy 
DIRECTORATE OF INSPECTION (INCOME TAX) 
'NIRIKSHAN NIDESHALYA (AAYAKAR)' 

4th Floor, Mayur Bhavan, Con. Circus. 

No. AuditI9173!DITI22672. New Delhi-llOOOl 
Dated: the 8th March. 1973. 

CIRCULAR No. II AUDIT OF 1973 

Checking of assessments made under the Voluntary Disclosure 
Scheme as envisaged under Section 271 (4A) of the I.T. Act and 
corresponding provisions of the ealth ~  Act. 

At present there are no specific instructions regarding checkinl 
of a_essments p r ~t to orders passed by Cs.I.T. uls 271 (4A) of 
the Income-tax Act, 1961 and the corresponding provisions of the 
Wealth-tax Act, 1957. The Board have decided that these assess-
ments may also be checked by the lAC (Audit). 

The item i, 1ca~ below may be added to duties of lAC (Audit) 
in Part-B-Audit Fum:tions, or Annexure-II to Board's Circular 
letter F. No. 514169IIT(Audit) dated 26th May, 1969. 

(6) Checking of assessments pursuant to orders by Cs. LT. uls 
271 (4A) of the Income-tax Act and corresponding provi-
sions of the Wealth-tax Act. 

SdI-R. L. MALHOTRA, 
Director of Inspection (I.T. & Audit) 

Recommendation 

According to the provisions of Section 285 (A) of the Income-tax 
Act, 1961, a person unr\ertaking a contract for construction of a 
building or for supply of goods or services in connection with it for 
more than Rs. 50,0001-is required to furnish particulars of the con-
tract' to the Income-tax Officer concerned. The Committee were 
informed that during the year 1969-70, information was furnIshed 
by 1068 contraetors. The Committee suggest that it sho.uld be exa-
mined whether the authority awarding the contract should also be 
required to send necessary information to the Income-tax Depart-
ment so that necessary action can be taken against the contractors 
failing to send the particulars to the Income-tax Officer. [Sl. No. 17 
and Para 2.31 of Appendix to the 51st Report of the P.A.C. (1972-73)]. 



Action Taken 

A neW provision vis. Section 194-C has been introduced in the 
Income-tax Act, 1961 by the Finance Act, 1972, as per which tax 
has to be deducted at source from payments for carrying out any 
work or for supply of labour in pursuance of a contract with the 
Central Government, State Govt., Local AuthOrity, ~t tor  Cor-
poration or a company. This provision is applicable to all cases 
where the value of the contract exceeds Rs. 5,0001-. 

2. Provision has also been made in Rule 37 (2C) of the Income-tax 
Rules, 1962, to the effect that the person making der\Uction of tax 
in accordance with section 194C should furnish to the Income-tax 
Officer concerned relevant particulars in Form No. 26C which 
includes information regarding the gross value of the contract. 

[Ministry of Finance (Rev. " In~.) OM No. 246141171-A&PAC dt. 
•.. 17-1-73] 

Recommendation 

Further the Committee note that at present the provision of this 
Section is restricted to building contractors only. The Direct Taxes 
Enquiry Committee in paragraph 2.223 of their final report have 
recommended that the scope of th~ proviSion should be extencted to 
apply to all contractors. The Committee desire that decision on thia 
important recommendation should be taken without delay. 

[81. No. 18' and Para 2.32 of the Appendix to 51st! Report of the 
P·.A.C. (1972-73) ] 

AeUon Taken 

The Wanchoo Committee's recommendation contained in para 
2.223 of its final Report ia uncter consideration and a decision is 
likely to be taken soon. 

[Ministry of Finance (Revenue & Insurance) OM No. 246141171-
A&PAC dt. 17-1-73] 

Further 1Df0000000tion (Sr. No. 18)' 

Clause 77 of Taxation Laws (Amendment) Bill, 1973 meets the 
point by seeking to amend suitably Section 285A of the Income-tax 
Act, 1961. 



r Despite the concern expressed by the Committee fn their succes-
sive Reports over the mistakes committed in the computation of tax 
wbich went undetected, the number of such cases has shown a 
steady rising trend in reeent years. The number of cases which wu 
1,786 in 1965 went upto 2,719 in 1969-70. From the nature of the 
rrtistakes examined by the Committee there can be only one con-
clusion that either Ulere was no effective check in the Department 
or the mistakes were not bona-fide. The Committee note that the 
Department had issued some instructions on 13th December, 1971 
after the Committee took evidence. The Committee would content 
themselves with the observation that the effectiveness of perfor-
mance depends on the implementation of in&tructions of which 
there was no dearth e\fen earlier. 

[81. No. 19 and Para 2.43 of Appendix to 51st Report of the P.A.C. 
(1972-73) ] 

Action Taken 

The observations of the Committee have been noted by the Gov-
ernment. 

[Ministry of Finance (Rev. & Ins.) OM No. 2&1125169 I.T. Audit dt. 
12-3-73] 

BeeoJDIDeDdatloD 

The Committee regret The failure in this case which resulteil. in 
a short levy of Rs. 52,006. They expect that the persons found at 
fault will e~ ita l  dealt with. -

The rush of assessments in March, 1967 was partly responsible 
for this failure. The Committee wish to reiterate their often repeat-
ed suggestion that assessments in high income brackets should as 
as far as possible be completed earlier in the year. 

The Co ~ttee would like to be informed of the recovery effect-
ed in this case. 

In a number of cases, the Committee have been informed that 
the Internal Audit could not audit them before they were taken up 
by the Statutory AutUt. This in the opinion of the Committee Is 
q,uite unsatisfactory. They wish to stress that the progmunme of 
Internal Audit should be so .arranged as to cover all the circles with-
out delay so that when Statutory Audit proceeds with their Audit 
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they would have an opportunity to review the work of the Intemal 
Audit also. 

[Hem Nos. 20, 21, 22 and 23 (Paras 2.49,  2.50, 2.51 and 2.52-) of the 
Appendix to the Fifty First Report (1972-73) Fifth Lok Sabha] 

Action Taken 

The Income-tax Officer concerned has been warned for the lapse. 

The observations of the Committee have been noted: instructions 
stand issued in this behalf with Board's No. F. 385/99/7Q-ITB dated 
3-11-1970 (copy attached). 

The additional demand raised on giving effect to the aufti,t objec-
tion has since. been remitted fully as a result of the Income-tax 
Appellate Tribunal's order giving substantial reduction in the income 
assessed. 

The Committee's observations have been noted. Suitable steps 
have already been taken vide the replies in respect of Para 2.20 ·of the 
PAC's 50th Report 0972-73) and Para 2.246 of their 51st Report 
(l9'l2-73), also attached copy of reply to item No· 106 of Lok Sabha 
Sectt. 's O.M. No. 2/7/III/72/PAC dated 30-11-1972. 

[Ministry of in~oe (Revenue and Insurance) O.M. No. 20/86/69-
II Audit, dated 20-3-73] 

'From 

To 

Sir, 

P. No. 383j99j70-ITB 

CENTRAL BOARD OF DIRECT TAXES 

North Block, New Delhi, the 3rd November, 1970 

Shri R. D. Saxena, 

Secretary, Central Board of Direct Taxes. 

All Commissioners of Income-tax. 

SUB': Public Accounts Committee-Recommendations made by 
the Committee in paras 1.32 and 1.33 of its 117th Report. 

I am directeci: to say that the P lic ~cco nt  Committee have 
~e the follOwing observations in paras 1.32 and 1.33 of its 117th 



I8port:-

Para 1.32: 

"While the under-assessments have been caused by a multipli-
city of reasons, .an important contributory factor, in the 
opinion of the Committee has been the rendency on the 
part of many income tax Officers to delay and rush 
through assessments at the close"'Clf the financial year. 
During the course of discussions on individual audit para-
graphs, the Committee noticed that Quite a number of cases 
in which mistakes or irregularities occurred had been 
rushed through in the months Of February-March. The 
representative of the Board also conceded that the Income-
tax Department tended to work at a "snail's pace" in the 
initial months of the financial year. The Committee have 
already drawn attention to this att~ their previous 
reports and would like Government to take effective 
steps to curb this tenl\ency so that the work is evenly 
spaced out over the year. 

Para 1.32 

In re-ordering the assessment works it is important to ensure 
that high income cases are taken up for assessment suffi-
ciently in time during the course of the year. The eft'orts 
should be fo finalise all such cases by the end of Decem-
ber. The-Committee would like the Board to issue suit-
able instructions to diseffect, so that range Officers who are 
responsible for fixing the priorities for assessment take 
suitable action in the matter. 

2. Regarding para 1.32, instruction have already been issued vide 
letter No. 313168-II (Audit), nated 8th October, 1968 wherein you 
were requested to ensure that the Income-tax Officers plan their 
programme .of work in such .a way that assessments of cases involv-
ing large incomes are not croweded into the last month and the last 
week of the financial year. The Board ~re that these instructions 
should be scrupulously followed-while planning the""programrne for 
disposal of assessments. 

3. Regarding para 1.33, efforts Should be made 'To finalise .all high 
income cases by the enli: of December as desired' by the Committee. 

'! " Yours faithfully, 

Scil-R. D. SAXENA 

Secretary, Ce ttr ~ BoaTd of Direct Taxes. 
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COPII of Teply to item No. 106 oj Lok Sab1v.l Sectt.'s O.M. No. 

2j7/IIIj72)PAC dated 30-11-1972. 

Recently the IAPs have been further strengthened and imme-
diate audit by the lAPs within one month of tne compre'tton of the 
assessment has been prescribed in respect of the following types of 
cases: 

(i) Al1 company cases including SPTIST. 

(ii) Other income-tax cases involving assessed income of Rs. 1 
lakh and more. 

(iii) Cases relating to other ctirect taxes in which tax payable 
exceeds Rs.' 20,0001-; and .. 

(iv) Refund cases involving an amount of Rs. 20,000/-and 
above. 

Lastly. broad based and comprenensiVe training arrangements 
have now been provided: for officers and staff at Commissioner's 
headquarters and the I.R.S. (D.T.) Staff College, Nagpur and its 
four Regional InstifUtes at Bombay, Calcutta, Bangalore and Kan-
pur. Thls should improve their performance. 

Recommendation 

That a mistake of this type leading to under-assessment of Rs. 
1,29,786/-in this case, should have. occurred in a Central Circle Causes 
some uneasiness. AB admittedly there has been negligence in check-
ing, the Committee hope that the Department will take due note of 
it against the persons found remiss in the discharge of their responsi-
bilities. They would like to know the completion of the recovery 'in 
this case. 

[51. No. 24 and Para 2.61 of Appendix to 51st Report of the P.A.C. 
(1972-73) ]. 

Action taken 

Super-tax was correctly calculated by the clerk concerned but in 
carr ~  over the figure from one column to the other, the last digit, 
a zero was inadvertently omitted. The clerk concerned has been 
warned but no action could be taken against the supervising Head 
Clerk as he had since retired from service. The I.T.O. has also been 
warned to be more careful in future. 

Additional demand as subsequently reduced in appeal has been 
fully collected. • 

[Ministry of Finance (Revenue & Insurance) O.M. No. 
20/36/69 I.T.Audit. 26-3-73] 



RecommeJWIatioa 

The Committee are concerned to find errors in a number of cases 
of assessments under the voluntary disclosure scheme. These assess-

ments are at. present not being checked by the Internal Audit' Parties. 
The Committee note that Internal Audit Parties are neither properly 
equiped nor have they requisite status for checking these assess-
ments. They would like Government to ensure that assessments in 
respect of voluntary disclosure scheme are thorouhgly checked in 
internal audit to obviate any mistakes. 

tIteJ!l_27 (Para 2.80) of the Appendix to the Fifty-first Report of the 
P.A.C. (1972-73) Fifth Lok Sabha]. 

Action taken 

The Director of Inspection (Lncome-tax and Audit) is bei·ng asked 
to instruct the Inspecting Assistant Commissioners (Audit) to check 
the assessments made under the Voluntary Disclosure Scheme. 

[Ministry of Finance (Revenue & Insurance) e.M. No. 
241/5172 A&PAC dt. 2{I-2-7S]. 

Further Information (Sr. No. Z'J) 

Item No.3: A copY' of the circular issued by the D.r. (I.T.&Audit) 
issued vide No. Auditl91731DITI22672 dated 8-8-1973 is attached, 

COpy 

DLRECTORATE OF INSPECTION (INCOME TAX) 'NIRIKSHAN 
NIDESHAL YA (AA YAKAR) , 

4th Floor, Mayur Bhavan, Con. Circus 

No. AuditI9173IDITI22672 

Circular No. llAudit of 1973 

New Delhi-llOOOl 

Dated: the 8t'h March, 197'3. .. , ".,' 

Checking of assessments made under the Voluntary Disctorure 
Scheme as envisaged under Section 271(4A) of the I.T. Act Gnd 
corresponditng provisions of the Wea.lth-tax Act. 

At present there are no specific instructions regarding checking 
of assessments pursuant to orders passed hy es. I.T. u/s 271(4A) of 
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the Income-tax Act, 1961 and the corresponding provisions of the 
Wealth-tax Act, 1957. The Board have decided that these assess-
ments may also be checked I?Y the IAC(Audit). 

The item indicated below may be added to duties of IAC(Audit') 
in Part-B-Audit Functions, of Annexure-LI to Board's Circular letter 
F. No. 5/4/69/IT(Audit) dated 26th May, 1969. 

• 
(6) Checking of assessments pursuant to orders by Cs. I.T. u./s 

271 (4A) of the Income-tax Act and corresponding provisions of the 
Wealth-tax Act. ( 

R. L. MALHOTRA 

l>irector 01 I'lSpection. I.T. " AutUn 

Recommendation 

'nle Committee are glad to learn that after they took evidence 
of the Ministry in this case instructions have been issued tor preven-
ting lapses in the check of computation of income of asaessees whioh 
bad not been given in the past the care it deserved. They would 
like to watch the improvements through futute Audit Reports. 

lSI. No. 28 and Para 2.86 of the Appendix of 51st Report of the 
, P.A.C. (1972-73)] 

AetlOD taken 

The observations of the Committee have been noted. 

[Ministry of Finance (Revenue & Insurance) O.M. No. 
236/176/70 I.T. Audit dated 26-3-73]-

RecommendaClon 

This is yet another case of mistake going unnoticed in the assess-
ment belonging to high income group made in the month of March. 
111e Committee are inclined to take a serious view of such mistakes 
especially in a group charge, the object in creation of which was to 
ensure greater accuracy in tax assessments. They hope that the 
persons responsible for failure will be suitably dealt with. 

[So No. 29 and Para 2.95 of Appendix to the 51st Report-Revenue 
Receipts, 1970-71 and Report of the C&AG for 1969-70] 
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Action taken 

The Commissioner of Income-tax has verified that the mistake was 
in the nature of an aTithmetical error. The Income-tax Officer had 
mentioned in the assessment order the correct rate to be applied, but 
error in the matter crept in at the time 01 calculations. The ITO and 
his staff concerned have been suitably warned to be more careful 
in future. General instructions have also been issued that the • Income-tax Officers should personally check tax calculations in cases 
where assessed income stood at RB. 1 lakh or more. 

[Ministry of Finance (Revenue & Insurance) O.M. No. 
236/159/70-II Audit dt. 8-12-74] 

Recommendation 

2.107. The Committee, note that Internal Audit Parties are not 
equipped fbr scrutinising the assessments of the Insurance Compan-
ies, which are stated to be complex nature. As the need for the check 
is all the more in complicated assessments, the Committee would urge 
Government to ensure that Internal Audit Parties are adequately 
equipped lOon to take all types of assessments. 

[Item No. 32 of the Appendix to the 51st Report of the PAC]. 

Action taken 

2.107. Arrangements are being made by the Director of Inspec-
tion (I.T.), for giving special training to the lAPs checking insurance 
companies. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 236/ 
210170 I.T. Audit dated. 30th April, 1973] 

Further lDformatlon (Sr. No. 32) 

Necessary instructions have been issued by the Director of Inspec-
tion (IT) vide No. Audit-4173-74/3450 dated 26th May, 1973 (copy 
attached) to the Commissioners in whose charges insurance Com-
pa-ntes cases are mainly assessed. 

Copy of letter No. Audit-4/73-74/3450 da.ted 26th Ma.y, 1973 from 
Director of Inspection (I.T.) to CommiBsioner of Income-tax 
Bombay, City-I, Delhi-I, Calcutta-I and MadrCJ.S-I. 
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Special Training to lAPs checking assessments of Insurance Com-
panies. 

The Public Accounts Committee in Para 2.10'7 of their 51st Report 
have obeerved as under: 

"The Committee note that Internal Audit Parties are not 
equipped for scrutinising the assessments of the Insurance 
COmpanies, which are stated to be complex nature. As the 
need for the check is ail the more in complicated assess-
ments, the Committee would urge Government to ensure 
that Internal Audit Parties are adequately equipped soon 
to take all types of assessments." 

Special training in checking insurance cases may please be given 
to one lAP at your headquarters in keeping with PAC's observations 
and a report sent to the Directorate giving name of the persons train-
ed, duration of training, and also a copy of the training programme. 

RecommeDdatioD 

2.116. The instructions i ~e  by the Board in October, 1969 allow-
ed write off of the entire cost of a film in the year in which it was 
released. Though this was not in accordance with the judicial view 
on the subject given in 1957, the Department have expressed that 
the position has radically changed since then. However, an audit 
objection raised in May, 1970, the matter is stated to be taken for 
consideration 'de novo' on merits. The Committee would like to 
know the final decision taken in this regard early. 

2.117. In this case the aggregate amortisation allowance granted in 
the two years 19660067 and 1967-68 had exceeded the cost of produc-
tion tlf the film. The Committee are unhappy to note that the Minis-
try have not issued any instructions so far regarding the maintenance 
of the continuous record, like the depreciation chart to enable the as-
lleS8ing officer to keep a watch that the total amortisation allowance 
does not exceed the cost of production. The Committee wish that 
this should be done early. 
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2.118. Although tbis case was checked by the Internal Audit, they 
failed to detect the errors for the reason that checking of amortisa-
tion was not covered in their check sheet than in vogue. The Com-
mittee hope that this lacuna has since been removed. 

[Items 34 to 36 (Paras 2.116 to 2.118) of the Appendix to the 51st 
Report of the PAC (1972-73) Fifth Lok Sabha] 

Action taken 

2.116. Revised instructions have since been issued in consultation 
with Audit, vide circular No. 92 F. 201/5/71-ITA-II dated the 18th 
September. 1972 (copy enclosed). 

2.117. Instructions have since been ismed for maintenance of pro-
per record of amortisation allowance vide Instruction No. 455 F. 201/ 
5/71-ITA-II dated 18th September, 1972, copy attached. 

2.118. Necessary changes in the internal audit check-sheet are be-
tp,g made. 

From! 

To: 

Sir, 

[Ministry of Finance (Revenue and Insurance) O.M. No. 2381 
38/70 LT. Audit dated 23rd April, ]973]. 

Circular No. 92 

F. No. 201/5/71-ITA.II 

GoVERNMENT OF INDJA 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 18th September, 19730 

Shri T. P. Jhunjhunwala 

Secretary, Central Board of Direct T,xes. 

All Commissioners of Income-tax. 

.. ~. ~.~ 

,. 

1_-- '7""'n 
~  .. 

SUBJECT: Films-Cost of production and cost of acquiring dis-
tributionrights-A mortisation af-

Attention is invited to Board's circular No. 4(XI-3)D of 1959 dated 
9th April, 1959 as modified by Circular No. 30 dated 4th October, 
1969 on the above subject. 



2. The Board has reconsidered the question relating to the amorti-
sation of the cost of production of a feature film. The effective life 
of a feature film depends on many factors, the most important among 
them being the market value of the stars acting in the films, which 
in turn is reflected in the cost of production. On the basis of coat of 
production, the feature films can be categorised into three classes: 

Clan 

A 

B 

C 

Cost of production including cost of positives 
an-i advertisement expenses incurred by 
the producer. 

Rs. 35 laths and above. 

Between Rs. 10 to 35 !akhs. 

. Below Rs. 10 !akhs. 

3. Normally feature films are disposed of by a producer either 
under the minimum guarantee formula or by way of outright sale. 
Under the minimum guarantee system a minimum amount is guaran-
teed to be paid ro the producer by the distributor. In addition, a 
right to participate in the over-flow is also retained by the producer. 
Overflow represents the amount which is arrived at after the distri-
butor has recouped the minimum guaranteed amount and his com-
i io~. In the case of outright sale the producer transfers all his 
rights of exploitation of the feature film to the distributor for a lump-
sum consideration. 

4. An actual case study of the films in A class was undertaken. 
Feature films produced with the cost of production of Rs. 35 lakhs 
and above were found to have a run of more than 2 years. The Board 
has, therefore, decided to revive the amortisation formula for such 
films under which the value of the film will be depreciated by 60 per 
cent in the first year, 25 per cent in the second year and 15 per eent 
in the third year on time basis as elucidated in Board's circular dated 
9th April, 1959 referred in para 1. These percentages are not to be 
deviated from and are to be followed in allowing cost of amortisa-
tion of A class feature films.-

5. The effective life of feature films in Band C categories was 
found to be normally of one year. It has therefore been decided by 
the Board that the entire cost of production may be allowed in the 
very first year of production if the fUm was released in the first half 
of the accounting year, in case of the fUm was released in the later 
half of the accounting year the value of the film should be taken at 
50 per cent of the cost of production at the end of that accounting 
year and the balance 50 per cent should be adjusted in the soocnd 
year. 
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6. The Board has also decided that the cost of acquiring distribu-

tion rights should be treated in the hands of the distributor in the 
same way as the cost of production is treated in the hands of the 
film producer, the rates of the allowance and manner being as indi-
cated in Paras 4 and 5 above. 

7. If the producer sells the film outright for all the territories, the 
entire cost of production should be allowed as a deduction in the year 
of the sale irrespective of the category to which the film belongs. If 
the distributor after having acquired the film by way of outright 
purchase sells the film outright to another person in the first or iUb-
sequent years, he would be assessable on the profits made on that 
transaction by allowing the deduction for the price which he had paid 
to acquire the exploitation rights. 

8. In cases where the producer or the distributor disposes of the 
exploitation rights of an: A class film on mixed basis. i.e. some terri-
tories on minimum guarantee and others on outright sale, the deduc-
tion for the cost of production should be effected in the same propor-
tion as the amount of outright sale bears to total receipts. The reo 
maining balance of the cost of production should be amortised on 
lines indicated in para 4 above. If, for example, the cost "i produc-
tion of an A class film is Rs. 40 lakhs and the exploitation rights for 
three territories are disposed of for Rs. 20 lakhs on minimum guar-
antee basis. And the remaining territories fror Rs. 25 lakhs by way 
of outright sale. the cost of production should be amortised on the 
following basis:-

(}.)at of Production 
".. 

MinUnUl1\ G\1rantee(i' amount 
Outrilht aale 

· Rs. 40 1akha . 
a: 

· RI. 20 lakJul 
• Re. 2.5 laths 

• 
Re. 4.5 laths 
RI. 2.3,22,2.32 

Therefore, the outright deduction from the oost of Rs. 40 lakhs would 
be Rs. 22,22,222. The balance amount i.e. Rs. 40 lakhs less Rs. 
22,22.222. should be amortised on time basis as indicated in para 4. 

9. Board's circulars referred to in para 1 above stand modified to 
the extent indicated above, 

Yours faithfully, 

Sd/- T. P. JHUNJHUNWALA, 
Secretary. Central Board of Direct Ta:x:el, 



F. No. 201l5f71-ITA-1I 

GoVERNMENT OF INDIA 

Instruction No. 45i 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 18th September, 1972. 

From: 

To: 

Sir. 

Shri T. P. Jhunjhunwala, 
Secretary, Central Board of Direct Taxes. 

- . 
All Commissioners of Income-tax. 

SUBJECT: Films-Cost of Production and cost of acquiring dis-
tribution rights-Amortisation of-

Attention is invited to Board's Circular No. 92 of even date on 
the above subject. 

2. In order 00 ensure that the full receipts are accounted for and 
the total Amortisation allowed does not exceed the cost of production, 
the details tin the chart enclosed must invariably be maintained for 
each film separately. No case of film producer or distributor should 
be disposed of without completing this chart. Certificates of pay-
ments for three years from the persons who had acquired the exploi-
tation rights of the film must be obtained by the Inoome-tax Officers 
so as to enable them: to verify the correctness of the receipts discl08-
ed. It shall be the responsibility of the Inspecting Assistant Commia-
lioner to ensure that these instructions are being followed by the 
Income-tax Oftlcers strictly. 

Yours faithfully, 
Sd/- T. P. JHUNJHUNWALA, 

Secretary, Central Board of Direct Tare,. 
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Further Information (Sr. No. 36) 

Necessary instru:tions have alr~a  been issued to the Internal 
Audit Parties for their guidance by the Director of Inspection (In-
comt-tax & Audit) vide his Circular No. 5/ Audit/73 dated 27..8-1973, 
copy annexed. 

ANNEXURE 

Extract taken from Circular No. 5/Auditl73, dated 27-8-1973 issued 
by the Director of Inspection (Income-tax & Audit), New Delhi. 

Para 3 While checking cases of film producers/distributors, Inter-
nal Audit Parties should check whether amortisation chart has been 
properly maintained for each film separately (Board's Instruction No. 
455 dated 8-9-1972), and further ensure that-

(i) full receipts have been accounted fOf; and 

(ii) total amortisation allowance does not exceed the cost of 
production. 

Recommendation 

2.123. This is a sad case where althougb the Income tax Officer 
rightly treated the cost of replacement of certain items of depreciable 
a et~ as allowable deduction, he failed to add back the cost debited 
to the Profit and Loss Account While computing the assessments 
for the years 1960-61 and 1967-68. The effect of this failure was an 
under-charge of tax of Rs. 3,42,715/-. The mistake was not noticed 
before Audit pointed it out in March 1970 with the result that assess-
ment for 1960-61 could not be rectified as it became time-barred. 
The Committee desire to be informed whether the caSe was looked 
into by Internal Audit and if so, how the mistake was not detected 
by them. The Committee would also like Government to examine 
whether similar mistakes were made in the assessments for the 
years 1961-62 to 1966-67 and take suitable action. 

[Item 37 of the Appendix to the 51st Report of the PAC (1972-73) 
Fifth Lok Sabha]. 

Action taken 

The assessments in question were not checked by the Internal 
Audit due to heavy back-log of older cases. 

On chec,k up it was found that no similar mistake had been made 
In the assessments fOf the years 1961-62 to 1966-67. 

619 LS-5 

[Ministry of Finance (Revenue & Insul"ance O.M. No. 
236/162/70 IT Audit dated 2.3-4-73]. 
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Further l~ or t on. (Sr. N.o. 36) 

Necessary instruztions have already been issued to the Internal 
Audit Parties for their guidance by the Director of Inspection (In-
co t~ta  & Audit) vide his Circular No; 51 Audit/73 dated 27.8-1973, 
copy annexed. 

ANNEXURE 

Extract taken from Circular No. 5/AudiV73, dated 27-8-1973 issued 
by the Director of Inspection (Income-tax & Audit), New Delhi. 

Para 3 While checking cases of film producers/distributors, Inter-
Dal Audit Parties should check whether amortisation chart has been 
properly maintained for each film separately (Board's Instruction No. 
455 dated ~ ~1 7 ), and further ensure that-

(i) full receipts have been accounted for; and 

(ii) total amortisation allowance does not exceed the cost of 
production. 

Recommendation 

2.128. This is a sad case where although the Income tax Officer 
rightly treated the cost of replacement of certain items of depreciable 
a et~ as allowable deduction, he failed to add back the cost debited 
to the Profit and Loss Account While computing the assessments 
for the years 1960-61 and 1 7~ . The effect of this failure was an 
under-charge of tax of Rs. , ,71 ~. The mistake was not noticed 
before Audit pointed it out in MaTch 1970 with the result that assess-
ment for 1 ~ 1 could not be rectified as it became ti e~ arre . 

The Committee desire to be informed whether the case was looked 
into by Internal Audit and if so, how the mistake was not detected 
by them. The Committee would' also like Government to examine 
whether similar mistakes were made in the assessments for the 
years 1 1~  to 1 ~ 7 and take suitable action. 

[Item 37 of the Appendix to the 51st Report of the PAC (1972-73) 
Fifth Lok Sabha]. 

Action taken 

The assessments in question were not checked by the Internal 
Audit due to heavy back-log of older cases. 

On check up it was found that no similaT mistake had been made 
In the assessments for the years 1 1~  to 1966-67. 

619 LS-5 

[Ministry of Finance (Revenue & Insurance O.M. No. 
236/162/70 IT Audit dated 23-4-73]. 
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8ecommeDdation 

2.147. The Committee note that the new rules brought into effect 
from the 1st April, 1970 do not provide for industry-wise rate of 
depreciation in respect of a large number of industries· The Ministry· 
has explained in this connection that it may not be possible to fix in-
dustry-wise rates because the percentage of machinery entitled to 
different rates of depreciation may not be the same in the case of all 
the concerns running a particular type of industry. In a case· exa-
mined by the Committee, they have noticed that there has been 
some controversy regarding det'ermination of rate applicable to 
printing machinery. The Committee would, therefore, suggest that 
Government should examine as to how far the rules regarding de-
preciation allowance could be rationalised further to place matters 
beyond doubt. 

2.148. The Committee have been reiterating that each inspecting 
Assistant Commissioner should check a certain number of cases of 
el:!ch Income-tax Officer under his charge at regular intervals. They 
note that although some instructions have issued in this regard it is 
not yet known as to what ext'ent Inspecting Assistant Commissioner 
were able to pay attention to such a test check. The present "\Osition 
is quite unsatisfactory. The Committee hope that the Ministry will 
ensure that instructions are followed in letter and spirit. 

[Items 41 and 42 of the Appendix to the Fifty-first Report, 1972-73 
Fifth Lok Sabhs]. 

Action taken 

2.147. In the case referred by the Committee the assessment re-
lated to the period prior to 1-4-1970; the new depreciation rules were 
introduced with effect from 1-4-70. Instructions have been issued 
lay'ing down guidelines for aplying the rates applicable prior to 
1-4-1970 vide attached copy of Board's Instruction No. 416 F. 202/11/ 
7~IT All dated 12-5-72. 

2.148. The Director of Inspection (IT&A) has been asked to en-
sure compliance with the instructions issued by him on 10-11-1970 
in this matter; fol' check up the Commissioner's have been asked 
to send half-yearly reports to the D. I. 

[Ministry of Finance (Revenue & Insurance O.M. No. 
236/229170-IT Audit dt. 19-4-1973]. 



61 
Recommendation 

2.1M. According to the Ministry mistakes noticed in these cases 
are due not to either carelessness or negligence but to the fact that 
there was some controversy about the correct rate of depreciation to 
be applied to the printing machinery. It is unfortunate that the con-
trQversy in this regard was not considered till June, 1971. As per 
.~~ interpretation now given if there is no specific rate prescribed 
for the industry as a whole the rates prescribed for individual items 
-of plant and machinery have to be applied to such individual items 
and if no specific rate has been prescribed for any individual item, 
then the general rate will apply to such individual items. The Com-
mittee trust that suitable instructions in the matter have been issued 
'by the Central Board of Direct Taxes in consult'ation with Audit. 

2.l55. The Committee are unable to agree with the view of the 
Ministry that no general review was called for. They accordingly 
suggest that it should be undertaken now to find out whether there 
have been cases of incorrect application of rate of depreciation 
in the light of the interpretation referred to above so that the rele-
vant assessments which have not become time-barred may be 
Tectified. 

18. Nos. 43 & 44 (Paras 2.154 & 2.155) of appendix to 51st Report of 
the Public Accounts Committee (1972-73)]. 

Action taken 

2.154. The Central Board of Direct Taxes have already issued on 
this subject Instruction No. 416 F. No. 202/11/72-IT (A-II) dated 
12-5-1972, a copy Of which has been supplied to the Committee in 
reply to their query at S. No. 24 of Lok Sabha Sectt's O.M. No. 
2!7!IVI2172IPAC, dated 20121-9-1972. 

2.155. As stated in reply to item No.5 of the Lok Sabha Sectt's 
'C.M. No. 2171II112171IPAC dated 4-2-1972, the Commissioners in 
whose charges the mistaken interpretation was adopted, have issued 
instructions for review and rectification of other, such cases. 

[Ministry of Finance (Revenue & Insurance O.M. No. 
20/205/69-IT Audit dt. 2-5-73)]. 

Further Infonnation (Sr. No. (4) 

The review was ordered bv the Commissioners of Income-tax, 
Madras vide Circular dated 9-3-1970 (copy furnished to the Lok 

'Sabha Secretariat vide Ministry's F. No. 20!205/69-IT Audit dated 
:1;4-9-1972 in reply to item No.5 of Lok Sabha Sectt. O.M. 217111112171 
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dated 4-2-72); information regarding results of the review had not 
been called for by the Commissioners. 

Reeommendatioll 

2.163. The Committee regret that incorrect allowance of deve--
lop ~nt  rebate totalling upto Rs. 1.05 crores for the assessment 
years 1962-63 to 1966-67 relating to a Public Sector Undertaking was' 
not detected although all the assessments were checked by the 1n-
ternil Audit. The Committee would like to know the acllon taken-
for the failure in this regard. 

2.164. The Committee do not appreciate any relaxation in the-
standard of scrutiny of tax returns submit'ted by Public Sector Un-· 
dertakings. They accordingly trust that the Ministry will issue 
suitable instructions to all the assessing authorities. 

[Ltems 45 & 46 (Paras 2.163 & 2.164) of the Appendix to the Fifty' 
First Report of the P .A.C. (1972-73) Fifth Lok Sabha]. 

Action taken 

2.163. The Internal Audit Party official was warned for the lapse. 

2.164. Necessary instructions were issued with No. 361 F. 201' 
151/69-IT(Audit) dated 22-12-71 (copy attached). 

To 

Sir, 

[Ministry of Finance (Revenue & Insurance O.M. No., 
20/151/69 IT Audit dt. 8-3-73]. 

Instructions 

New Delhi, the 22nd December, 1971.. 

All Commissioners/ Addl. Commissioners of Income-tax 

SUB: &sessment of business income-Scrutiny of the returns and 
cla.ims tor deductiO'nS and aUowances-Ca.ses of Public Sector' 
undertakings-Extent of check reg.-

In the course Of the last meeting of the Public Accounts Commit-
tee held in October, 1971 for considering the C&AG's Revenue Audit-
Reports for 1970 and 1971 (for the year 1969-70) the assessments 
made in the case of a public sector undertaking came up for discus-
sion. The Committee felt that the concerned Income-tax officer had 
not scrutinised the returns and claims for deductions and allowancE" 
m,!de by the assessee, as thoroughly as one expects in other cases of' 
comparable volume of business. They desired the Income-tax Offi-
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,cers and other Lncome-tax authorities to be instructed not to discri-
,rninate or appear to discrimiDatebetweenthe assessments of public 
:sector undertakings and those of other assessees. 

2. The o~r  would like to impress on the Incoine-tax Officers 
arid other Income-tax authorities that they are anxious to have any 
misgivings in ,this respect dispelled by impartial and thorough scru-
;tiny oftlie returns of income and claims for deductions and allow-
ances of the public sector undertakings to the same extent as in the' 
'CaSe of any other assessee with comparabie turnover or income. 

3. The instructions may please be brought to the notice of all 
officers assessing the case of public sector undertakings in your 
..charge. 

Sd/-

S. BHATTACHARYY A. 

Secreta.ry, Central Board of Direct Taxes .. 

Recommendation 

The Committee note that an Appellate Tribunal had already held 
in a case that sale of goods on credit to its members by a cooperative 
.society did not mean providing credit facilities, as contemplated 
under the Act. It is unfortunate that although the matter was 
,br.ought to the notice of the Ministry in September, 1970 by Audit, 
the opinion of the Ministry of Law has not yet been taken with tbe 
.result that no instructions clarifying the' position have been issued 
.to the lower fonnations of the Depart en~ The Committee hope that 
it will be done without further delay. 

lSI. No .. 47 and Para 2.173 of Appendix to 51st Report of the PAC 
(1972-73) Fifth Lok Sabha]. 

Action takell 

,',1, 1 J : .. ,' 

The opinion of the Ministry of Law has since been obtained and 
IOn the basis oftpia' opinion" theaudltob;ectian hall been accepted 
and the audit informed .. ':(:he Law iDl t.~ advice,<,n the facts of . 
this specific, case has beencanvey.ed to i!ae' Department for' taking . 
consequential action.. .  : ',. .. 

. ~t ;  :  ' ,i." • '1 ~. • .~. , l  \ I  • '), •  , J 

[MinistrY of Finance (Revep.ue & I~rance O.M. No;' 
, ,. 20/1/69-IT Audit dt. 2-543]. 



The C.:>mmittee are unable to understand how the Income-tax 
Officer overlooked the fact that the tax relief on newly established 
Industrial undertakings is admissible only for a period of five years 
from the year in which production started and allowed the relief 
beyond the stipulated period for the assessment years 1963-64 and 
1964-65 which resulted in under-assessment of tax to the tune of 
Rs. 13,53,971/-. They, however, wish to be informed of the outcome 
of the appeal preferred by t~e assessee in this case. 

[Item 48 (Para 2.178) of the Appendix to the Fifty First Re-
port of the P.A.C. (1972-73) Fifth Lok Sabha]. 

Adion Taken 

In allowing the assessees appeal against the re-assessment for 
assessment year 1963-64, the Appellate Assistant Commissioner held 
that manufacture of articles in EMU Coach began 
only in the previous year ending 31-10-1958 and that the relief 
under section 84 was admissible for the assessment year 1963-64. 
The A.A.C.'s decision has been accepted by the Department. The 
appeal for the assessment year 1964-65 was rejected by the A.A.C. 
and the relief accordingly stands withdrawn . 

I .. 

. [Ministry of Finance (Rev. & In's:) O.M.No. 20/96/69-IT, Audit 
dated 5-3-73] 

Recommendation 

The Committee were informed by the Ministry that the Income-
tax Officer had been instruded to take remedial action in the case 
of. hare ho~er  aHessments. The action taken in this regard may 
be'reported to the Committee. 

I 

[S1. No. 49 and Para 2.179 of Appendix fo 51st Report of the 
P.A.C. (1972-73)]. 

Aetion .Taken 

It was sublequently intimated by the Department that no ex-
emption under aeetions 85 aDd··l01 was allowed to the share-holders. 
in 1'8Ipect of dividends received by them; as such, the action of 
withdrawal of relief did Dot arise. This was communicated to the 
Committee vide Ministry's O.M.F. No. 20/96/69-IT (Audit) dated 
14-9-1972 in response to their O.M. No. 2/7/111/2171, dated 4-2-1972. 

[Ministry of Finance (Revenue and Insurance) O.M. 
No. 20/96/69 IT Audit dated 26-3-19731 
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The tax holiday relief incorrectly allowed before deducting de-
velopment rebate from the profits and gains of a Government own-
ed company resulted in a short levy of over Rs. 6 lakhs. The Com-
mittee note that the additional demand has already been raised, but 
the assessee has gone in appeal. The Committee may be informed 
of the outcome. 

LSI. No. 53 and Para 2.193 of Appendix to 51st Report Of the 
P.A.C. (1972·73») 

The Committee would also like to know the results of an inde-
pendent review of the Department as to whether the tax relief was 
properly calculated for the assessment years 1963-64, 1964-65 and 
1966-67 in respect of this company. 

[SI. No. 54 and Para 2.194 of Appendix to 51st Report of the 
P.A.C. (1972·73) J 

Action Taken 

Assesilee's appeal 10r assessment year 19650-66 is pending before 
the Income Tax Appellate Tribunal whereas appeals before the 
Tribunal for assessment years 1962-63" 63-64 and 67-68 have been 
withdrawn by the assessee. Rupees three lakhs have been realised 
out of the additional demand raised and the assessee has been allo-
wed to pay the balance \i,emand at the rate of Rs. 10,000/-per 
month. 

The ta~ holiday relief was .correctly allowed in assessmellt years 
19630-64 and 1964-65 whereas no re1ief was allowed to~ assessment. 
year 1966-67. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 236/228/ 
70-IT Audit dated 6-1-19731 

. FIIrtIIw lDfol'lDldIeD (II": No. 53-51) 

The Tribunal t>ide order dated 23rd March, 1973 have confirmed 
ITO's order u/s. 154 date4 27 .. 11.1970 for assessment year 1 ~ . 

Unabsorbed development rebate of Rs. 2,56,95 for 1962-83 and 
carried forward development rebate of Rs. 8,27,039 for assessment 
year 1961-62 were adjusted in assessment for 1963-64 by order u/s. 
154 dated 17-11-'10. 



66 

RecommeAdation 

The Committee regret to 'ftnd I that there is no satisfactory arraD-
gement to en'sure timely revision of the partner's a e, ~ent, pro-
visionally completed, after the final share income becomes known" 
Althouh the erstwhile Central Board of Revenue had prescribed 
a register caHed'register of cases of provisional share incomes' to 
be maintained in each income-tax office, the register is not being 
maintained properly, Inordinate delays h-ave occurred both in inti-
mating the correct share of income by the officer assessing the firm's 
income and in taking timely action by the officer assessing the part-
ner's income. The 'Committee, therefore, suggest that there should 
be a similar register through which the timely intimation of the cor-
rect share of income to the officer assessing partner's income can 
be ensured. This would also help to watch the action taken to revise 
the partner's assessment, which is aTready required to be intimated 
to the officer assessing the firms income. further it is desirable 
to have a time--!J.imit both for such an intimation to be sent and for 
revising the partner's assessment on receipt thereof. The proper 
maintenance of the register already prescribd and the one now sug-' 
gested by the Committee and adherence to the time-limit to be laid 
down, should be checked by the Inspecting Assistant Commission-
ers as also by the Internal Audit so as to ensure that the interests 
of revenue are properly safeguarded. 

In the case referred to in sub-para (a) of the Audit Pal'agraph, 
the a.ction of the Income-tax Officer in deciding at the request of the 
partnet to wait till the Appellate Commissioner pa~ e  the order 
on the appeal of the firm, instead of raising the demand after rect;i,-
fying the assessment of the partner, is admitted'ly unjustified. The 
Committee hope that suitable acUon will be taken against the 
officer responsible for this lapse. They would also like to know the 
circumstances leading to an inordinate delay of 21 yeals on the 
part of the OfBcer assessing the firm's income, in communicatina 
the partner's share. 

In respect of the ca~ mentioned in sub-para (b), although the 
firm's assessment was completed before the assessment of the part· 
ner's income was taken UPr tI ... shue oflhel paYtber was not taken 
into account. It is, therefore, for the Department to consider how 
it could be epsured that su(!h intimation received. in advance of the 
assessment of the partner's ~co e i$ not qost sigbt of. 

The Committee, however, find that -in ~. case the partner him-
self ~  nqt i.clo~ his share ~ ~ firm's incoU'l.e m his :"eMn. As 

I j ,. 
. ; 
' .. 
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:prima. facie non-disclosure of the share of the firm's 'income by the 
partner after it became known, appears to be a case of concealment' 
of income, the Committee suggest that this aspect may be examined 
in consultation with the Ministry of Law and Audit and suitable 
.instructions issued for the guidance of the Assessing Officers. 

[Items 56 to 59 of the Appendix to the 51st Report of the P.A.C. 
(1972-73)-Fifth Lok Sabha] 

Action Taken 

The Director of Inspection (Income-tax and Audit) . has been 
;asked to prescribe effective procedure for watching intimation of 
share-income on one hand and consequential action on the other. 
Non-statutory time-limits for intimation of the share-income and 
for rectification of assessment are also proposed to be prescribed. 
Proper follow-up will be checked by the IACs and lAPs. 

The I.T.O. responsible for the lapse has been cautioned. 

The exact circumstances leading to the delay in intimation of 
the share-income are being ascertained and will be intimated :in 
due course. 

Instructions are being issued by the Director of Inspection, 
'vide reply to para 2.224 above. 

Instructions have been issued vide attached copy of Instruction 
:No. 507, F. No. 284/62/72-IT (Inv.) dated 16--2-1973. 

[Ministry oj Finance (Revenue and Insurance) O.M. No. 20/ 
210/69-1T Audit dated 30-4-1973] 

Further IDformatioa (Sr. No. "51) 

Necessary instructions in this regard have been issued by the 
. Director of Inspection (I.T.) vide No. RA/I0/3f73/OIT dated 28tb 
March, 1973 (copy attached). 

(COPT) 

DIRECTORATE OF INSPECTION (INCOME TAX) 
'Nirikshan Nideshalya (Aayakar), 

Mayur Bhavan 

:No. RA/10/3/73/0IT 

New Delhi, ~arch ,28, 1973. 

Circular No. 3/ Audit of 1973 Meas\.\res to ~ Ji re, ~ ent 

of' ~()rrect shares of partQ8rs, of firm'S 
: '':" 

,In its 51st Repom,. PAC have observed that iclnordinate' ~l~  
',haveoccllrreQ both in intimating the correct share of '!nco me by the' 
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officer aisessing the firm's income and intaking timely action by 
the otficer assessing the partner's income." (Para 2.224) 

Instances have come to the notice of the Board where though the· 
assessment of the firm had already been completed, the partner a9-
sessed in the same Ward did not show the share income in his re--
turn filed subsequently and the assessment of the partI1\:ir was com-
pleted without including the share income. It has also been noticed 
that the Register of ca';es of provisional share income to be main-
tained in each Income-tax Office is not being maintained properly. 

In order to avoid such omissions as well as duplication of work. 
involved in revising assessments made on provisional share income, 
it is impt:rative that a'ssessments of the firm and its partners, as far 
as possib1e, are taken up simultaneously. If, for any reason, there 
is delay in completing the firm's case, entries in the Provisional 
share Inc')me Register prescribed vide Board's Circular No. F-53 (6) / 
IT/58 dated 3 .. 2-1959 and F. 36131163-IT. A-I dated 3-7-1964 should 
be made and follow-up action watched carefully. On the other 
hand, if there is delay in completion of the partner's assessment, 
the sharE: determined should be noted in the partner's case imme-
diately on completion of the firm's assessment. 

The Hegister of Registered firms prescribed in paragrap}-, '26 of 
Chapter .. XIII of Office Manual Volume-II Section-2 is now to be 
maintainoj by the Income-tax Officer assessing the firm in a new 
form which incorporates information pertaining to intimation of 
share income to the Income-tax Offib'er assesshig the partner. The 
C01UllUlS of this new form are given in the Annexure to this Circu-
lar. This new form of the Register of Registered Firms may be' 
brought into use immediately. 

If a partner is assessed in a d1f!ertat Ward an intimation in the 
form prescribed vide Directorate's Circular letter No. M-35/18/70-DIT' 
dated 10.8.70 must be sent by the bftlcer assessing the finn within 
one month of completion of the firm's assessments. The ITO-
asllellmg the partner should keep this intimation on the ,partner's 
file and acknowledge its receipt. 

Though the time limit uta 15(1) of the I.T. Act for recWlcat10D 
of the provtatonal abare useued in the partner's cue in" yean from 
the date of assessment of the firm, the Board have directed that ad-
mWstratively the time limit for rectification in the partner'. calM!' 

, shall be three .,ontba from the date of receipt of the intimation of' 
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the share (except when the time limit available under the law is 
lese than this period.) 

1t is for the Range lACs now t,o ensure that the above mentioned 
Registers are maintained properly and the prescribed time limits are' 
adhered to by their officers. The Internal Audit Parties should 
check up these Registers and point out cases where the prescribed. 
time limits have not been observed. 

Sd./ R. L. Malhotra, 

D.1. (IT & A it~ 
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Farther Information (Sr. No. 57) 

The Officer assessing the Firms had intimated the share income ill, 
March, 1964 but the Officer assessing the partner does not appear to· 
have received the same. The matter being old, further probe bu-
not revealed any other circumstance. 

Reeommendatlon 

The wrong application of concessional rate of tax applicable to' 
companies mainly engaged in manufacture to the income of a com-
pany mainly derived from purchases and sale of goods and from 
royalties in this case resulted in a short-levy of Rs. 1.13 lakhs. 
The Committee understand that the assessing officer concerned hal'! 
been associated with a number of audit objections. They would like 
to be apprised of the results of the review of all cases of mistakes' 
committed by him and the action taken on the basis thereof. 

[81. No. 60 and Para 2.233 of Appendix to 51st Report of the P. A, C . 
(1972-73) l' 

Action taken 

The a e in~ officer's work has been checked. He has committed 
mistakes in other cases also _ In two cases simple warninJ;!: has' 
been issued bv the C .1. T. concerned directing the I. T. 0 . to be 
careful in future. In the third case adverse comments of the' 
C. I . T. are ein~ placed on the C. C. Roll of the officer. The officer' 
who was formerly posted in a Companies Circle at Calcutta has 
since been transferred to a Non-companies Circle at Bombay. 

[Ministry of Finance (Rev. & Ins.) OM No. 20/237/69-IT Audit 
dt. 20.3.751. 

Recommendation 

The Committee have been repeatedly stressing the need to 
exercise special care in assessing tax on companies. Notwithstand-
ing the steps stated to have been taken in this regard, the mistakes 
in the levy of tax on companies have assumed alarming proportions 
inasmuch as the number of cases in which errors were noticed dur-
ing 1969-70 was 135 involving under-assessment to the tune of Rs. 
202,66 lakhs. That, this was so in spite of comparatively lesser' 
number of assessments handled in Company Circles by senior and 
experienced officers, is disturbing. As admittedly there is need to-
impart adequate training to the officers in company assessments," 
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1 the Committee suggest that there should be regular refresher COUf'lo 
; ses for these officers after tl)e passage at each Einance Act and issue 
. of detailed instructions thereon. The Committee would like such 
,training courses to be held on a systematic basis and without delay. 

The Committee need hardly emphasise in this connection 
.that the Internal Audit should be suitably equipped and strengthen-
.ed to take up effectively' the big company assessments immediately 
after they are completed . 

. [81. Nos. 61 and 62 and Paras 2.2"45 & 2.246 of Appendix to 51st 
Report of the P.A.C. (1 7 ~7 ) Fifth Lok Sabha]. 

Action Taken 

The Ministry appreciates the need for imparting adequate 
training to the officers handling company  assessments. A beginning 
was made in the matter when such refresher courses were arrang-
. ed during the year 1972 in four centres viz. Bombay, Calcutta, Delhi 
and Madras. Refresher Courses in general will in future be attend-
ed to by the expanded set up approved recently for training of De-
partmental officials; the Indian Revenue Service (Direct Taxes) 
Staff College, Nagpur has been made the apex body responsible fOf 
: such  training with help provided from four Regional Trai1ing Insti-
tutes at Bombay, Calcutta, Kanpur and Bangalore. 

The strength of the Internal Audit Parties has recently 
been increased and their procedures streamlined, vide the Ministry's 
reply to para 2.20 of the 50th Report of the Committee. Further, 
Jlll the company cases including SPTISur-tax assessments have now 
been brought under the category of "Immediate Audit cases" which 
,are to be checked by the Internal Audit Parties within one month of 
the completion of assessment. 

[Ministry of Finance (Rev. & Ins.) 0  M No. 236/67/70-IT Audit 

dt. 2-5-73] 

Recommendation 

In pursuance of the Committee's earlier recommendation contain-
ed in their 73rd Report (Fourth Lok Sabha), the review of all assess-
ments for the assessment years 1964-65 to 1967-68 in regara to in-
correct levy of super tax on total income of Rs. 1 lakh and over. is 
in progress. The Committee would await a report in this regard . 

. [S1. No. 63 and Para 2.247 of Appendix to 51st Report of the PAC 
(1972-73) Fifth Lok Sabha]. 



AoUoa'rakea 

The desired review has beeneonducted, as further elucidated by 
-Audit, in all CommissioneI'IJ' Cbarges in respect of the assessments 
of all Companies for assessment . years 1956-57 to 1959-69 completed 
during the period 1964-65 to 1967-68. Total tax involved in cases 
spotted in review would work out to Rs. 6.96 lakhs out of which 
cases involving tax of Rs. 1.10 lakhs are within time limit for rectifi-
catory action which is being taken accordingly. 

; [Ministry of Finance (Rev. & Ins.) OM No. 17123169 IT Audit 
dt. 18-4-73]. 

Recommendation 

It is regrettable that the opinion of the Ministry of Law was 
. sought for belatedly. The Committee desire that in such cases the 
position should be got clarified expeditiously and instructions issued 
to ensure that uniformity is observed in all the charges. 

{S}' No. 67 and Para 2.262 of Appendix to 51st Report of P _ A. C . 
(1972-73) ]. 

Action Taken 

The Observations of the Committee have been noted for further 
. guidance. 

{Ministry of Finance (Rev. & Ins.) OM No. 20188169 IT Audit 
dt. 26-3-73]. 

~ en atlon 

Although the Committee desired to have the information 
regarding the total number of Advocates practising in the various 
High Courts and Supreme Court and the number of persons who 
were borne on the books of the Income-tax Department as assessees, 
the information is still awaited. The Committee trust that on 
the basis of the information to be collected, the Department would 
make a survey to ensure that there is no evasion of tax. 

Further Government may c:msider the feasibility of asking 
the various courts to furnish to the Income-tax Department periodi-
cally information regarding cases decided by them and the persons 
who appeared as solicitors or advocates for both sides so that the 
Department may be in possession of necessary information to verify 
. the correctness of the returns filed by persons of these professions. 

IS!. Nos. 69 and 70 and Paras 2.271 and 2.272 of Appendix to 51st 
Report of the PAC (19i2-73)]. 
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AotioD Takea 

Relevant information is being collected and observations of the-
Committee have been noted for processing. 

[Ministry of Finance (Rev. & Ins.) O.M. 20/219/69-11 Audit. 
dated 7-3-73]., 

Further Information (68, 69, 70) 

29'. It was decided to have a tripartite discussion in a meeting· 
with the representatives of. Ministry of Law, C&AG and this. 
Ministry and the matter has been referred to the C & AG accor in ~  

ly. The decision reached after proposed discussion will be intimat-
ed to the Committee. 

30: In this connection a reference is invited to the Ministry's re--
ply to para 2.271 of this (51st) Report sent with O.M. No. 24012172--
A&PAC dated 15. 11.1973. 

Reeommendation 

As regards sub-para (iii) the Committee were informed ~l).at aI--
though Audit were told earlier that Ministry had accepted the mis--
take, the question regarding applicability of the provisions of Sec--
tion 297 (ii) (g) of the new Income-tax Act to the cases of penalty 
proceedings initiated before 1st April, 1962 has been subsequently' 
referred to the Ministry of Law. The Committee would like to be-
informed of the view of the Ministry of Law as also the action taken 
to rectify and recover the penalty, if required. 

[S1. No. 72 and Para 2.289 of Appendix to 51st Report of the 
P.A.C. (1972-73) 1. 

Action Taken 

This is in continuation of this Ministry's interim reply sent with-
O.M.No. 2361260170-IT(Audit) dated 7.3.73. The Ministry of Law' 
has opined that penalty under the provisions of Income-tax Act~ 

1961 could be imposed in this case although the notice was issued· 
under IncomE'-tax Act, 1922. However, in the present case no ac-
tion to rectify and recover further penalty is possible as such ac-
tion was time-barred even before the receipt of the audit objection. 

[Ministry of Finance (Rev. & Ins.) OM No. 236/226/70-11 Audit·, 
dt. 2-&-73]., 
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ReeommeadatlOD 

In view of the mistakes committed and the prevailing confusion 
in regard to levy of penalty the Committee wish to suggest that the 
Board should consider the feasibility of bringing out a compendium 
()f instructions on penalty provisions in the Income-tax Act for the 
,guidance of the Assessing Officers. 

[Sr. No. 75 and Para 2.292 of Appendix to the 51st Report of the 
PAC (1972-73) Fifth Lok Sabha]. 

Action taken 

2.292: The matter is under consideration of the Board. 

[Ministry of Finance (Rev. & Ins.) OM No. 236/134/72 APAC 
dt. 30-4-73]. 

Further Information (Sr. No. 75) 

2. 292: The Compendium on penalty provisions has since been 
prepared and will be made available to all the officers shortly. 

Recommendation 

The Committee are unhappy over the recurring cases of consi-
derable excess refunds arising from double credit of advance tax 
paid due to some mistake or the other. They desire that bonafides 
()r otherwise of such mistakes should be carefully ione into for 
stringent action wherever necessary. 

[51. No. 78 and Para 2.312 of Appendix to 51st Report of the PAC 
(1972-73) J. 

Action taken 

The Commissioners have looked into the circumstances of rele-
vant cases and warned the assessing officers concerned to be more 
careful in future. 

[Ministry of Finance (Rev. & Ins.) OM No. 236/213/70-II Audit 
dt. 7-3·1973J. 

Further Information (Sr. No. 18) 

The findings of the Commissioners are that the mistakes were 
attributable to lack of care on the part of the Income-tax official, 
who have been warned to be more careful . 

• i L~. 
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COpy 

INSTiUCTION NO. 562 

F. No. 228/22/73-ITA II 

GOVIRNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 27th June, 1973:-

Secretary, Central Board of Direct Taxes. 

"'*11 4 ., 

All Commissioners of Income-tax. 

SUBJECT: -Checking of Refunds-Duties of Inspecting Oftlcer&-
Para 17, Chapter XVII, Oftlce Manual Vol. II, .. 

Section II. 

Sir, 

.r am directed to say that para 17, Chapter XVII of Incomc-tu: 
Department Office Manual Vol. II Section II, page 169 provide. 
that: The staff of the lAC during inspection of an Income-tax Cirde' 
should adopt the following procedure in checking refurids granted: 

(i) All refund cases where the refund is Rs. 500 or above-
must be checked, relunds of below Rs. 500 must be' 
10 per cent test-checked. 

(ii) All vouchers exceeding Rs. 1,000 wh'ich have been issued' 
during any year should also be checked and initialled by· 
the .rAC and he should comment on the delays in dis--
posal of the refund applications and excess or short re-· 
funds in Inspection Reports. 

The number of refund cases involved in (i) and (ii) above- ill 
often very large. It has, therefore, been decided that the limilai 
prescribed in the above para may be raised to Rs. 5,000. 

Para 17 therefore, stands modified accordingly. 

As the cases now to be checked by lAC will be much smaller i. , 
number, the Board desires that instructions c;ontained in para 17 .. ' 
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Chepter XVII of Income-tax Department otIice Manual should ~ 
scrupulously followed. ' 

Copy forwarded to:-

As usual. 

Yours faithfully. 

Sdl-

(T. P. JHUNJHUNWALA), 

Secy., Central Board of Direct Taxe._ 

Recommendation 

InCidentally the Committee note that the existing in tr c~ionll 

that all refund cases involving a sum of Rs. 500 and above should 
be checked by the Inspecting Assistant Commissioner have falle. 
into disuse and that the limit fixed for the check is considered to b. 
"too low". The Committee wish to point out that it is undesirable 
to allow such important instructions to be ignored. The limit could 
have been suitably revised in order to ensure strict observance of 
the igstructions. The Committee trust that the Board would review 
the ebservance or otherwise of such long standing instructions i. 
the light of changed context and take appropriate action. 

[Si. No. 80 and Para 2.314 of Appendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok Sabha 1 

Action taken 

Necessary instructions are being issued by the Director of Ins-
pection (Income-tax) modifying the existing ones in the Inoome--tax 
Office Manual Pt. II (page 169) about checking of refunds. It hal 
been decided that as a practicable measure cases of refunds in-
volv'ing sum of RI. 5,000 and above should be checked by the Ins-
pecting Assistant Commissioners of Income-tax· The revised ins--

tructions are to be strictly followed. 

[Ministry of Finance (Rev. & Inc.) C.M· No. 236/243/70-II Audit 
19-4-1973]. 

Further InformatlOD (SI. No. 80) 

In the light of Committee's recommendation the Board have re-
viewed the matter and the limit of Rs. 500 was raised to Rs. 5,000 
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vide mstruction No. 562 F. No. 228/22/73-IT (A. II) dated 27 .. '6-73 
(copy 'encloied) i strict observance has been enjoined. . 

From: 

To 

COpy 

INSTRUCTION NO. 562 

F. No. 228/22/73-ITA II 
GoVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 27th June, 1973. 

Secretary, Central Board of Direct Taxes. 

All Commissioners of Income-tax. 

SUBJECT: -Checking of Refunds-Duties of Inspecting Officers-
Para 17, Chapter XVII, Office Manual Vol. II, Section II. 

Sir, 

I am directed to say that para 17, Chapter XVII of Income-tax 
Department Office Manual Vol. II Section II, page 169 provides 
that: The staff of the lAC during inspection of an Income-tax Circle 
should adopt the following procedure in checking refunds granted: 

(i) All refund cases where the refund is Rs. 500 or above 
must. be checked, refunds of below Rs. 500 must be 10 
per cent test-checked. 

(ii) All vouchers exceeding Rs. 1,000 which have been issued 
during any year should also be checked and initialled by 
the .lAC and he should comment on the delays in dis-
posal of the refund applications and excess or short re-
funds in Inspection Reports. 

The number of refund cases involved in (i) and (ii) above is 
often very large. It has, therefore, been decided that the limits 
prescribed in the above para may be raised to Rs. 5,000. 

Para 17 therefore, stands modified accordingly. 

As the cases now to be checked by lAC will be much smaller in 
number, the Board desires that instructions contained in para 17, 
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Chapter XVII of Income-tax Department Office Man 1 h Id be 
scrupulously followed. ua s ou 

Copy forwarded to:-
.As usual. 

Yours faithfully, 
Sdl-

T. P. JHUNJHUNW ALA, 
Secy., Central Board of Direct Taxu. 

Recommendation 

The Committee, after going through the information furnished 
to them, find that the procedure for taking the action after receipt 
o.f th~ a.udit objections is. anyfhing but satisfactory. No specific 
tIme-11m It has been prescribed for taking corrective action on the 
mistakes pointed out by the Audit. Although a register has been 
prescribed in February, 1966 for ensuring timely action, following 
an earlier recommendation of the Committee, the maintenance of 
the register has been admittedly 'of ten quite faulty'. According to 
the Ministry, the existing slackness can be remedied by a method of 
periodic reconciliation once every six months with the records 
maintained by Audit. The Committee further regret to learn from 
Audit that excluding the Commissioners' charges at Calcutta, Delhi, 
Madras and Bombay, the Department's replies to the mistakes point-
ed out by the Audit parties were due in 14,592 cases as on 31st May, 
1971. The Committee would like to know the position in the re-
maining four charges also. It is obvious that the monthly review 
of audit objections conducted by the Director of Inspection has not 
been effective at all. The situation is quite alarming and serious. 
The Committee trust that such unsatisfactory state of affairs shall 
not be allowed to prevail and that effective and prompt action on 
audit objections will ensure to safeguard the interests of revenue. 
The manner in which the position can be remedied may be settled 
in consultation with Audit. In this connection, the Committee feel 
that it is desirable to fix a time-limit for taking corrective action on 
the mistakes reported Audit. In any case, all the pending objec-
tions shouldi be settled within a period of three years. The pro-
gress made in this regard may be reported to Committee. The re-
sults of the overall review of the action taken on the mistakes re-
ported fn the successive Audit Reports may also be intimated to the 
<iommittee. 

[SI. No. 81 and Para 2.327 of the Appendix to the 51st Report of 
the P.A.C. (1972-73) 1. 
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AetioDtakea 

(i) The Ministry share the Committee's concern on the subject. 
After consulting the C.&A.G. the Board asked the Directorate of 
lAspection (Income-tax Ie Audit) to proceed on lines indicated. and 
he has written to the Commissioners of Income-tax (vide No. y. 
35j18170jDIT dated the 24th November, 1972, copy enclosed) asking 
them to ensure that the Board's instructions issued in 1966 about 
proper maintenance of record of audit objections, are scrupulously 
followed. A procedure for proper verification of the pendencJ and 
reconciliation with corresponding statistics of Audit was also out-
lined. Subsequently the Board with their Instruction No. 484 F. 
2A6176172-A&PAC dated 12-12-1972 [vide extracts of Paras 1, 2 and 
3, 3 (a) enclosed] spelt out administrative and procedural steps for 
ensuring proper attention to audit objections, their statistics and 
follow up. It is hoped that the steps taken will considerably help 
in maintenance of correct statistics and prompt disposal of audit 
objections. 

(ii) Information regarding pendency of audit objections in four 
charges is being collected and will be intimated shortly. 

(iii) In Directorate's letter No. Add (Genl) (1) DITI61 daRd 
11-9-1961 issued in pursuance of Board's letter F. No. 14/2/61-IT 
dated 26-4-1961, the need for expeditious settlement of audit ob-
jections was emphasised and it was desired that in no case should a 
lIettlement take more than four months. A time limit of three 
months has been specifically laid down for rectification of minor 
objections, as per Board's letter No. 516169-IT (Audit) dated 
16-4-1970. In order not to show pendency at unduly 'inflated figure, 
instructions have also been recently issued in consultation witl'l the 
C&AG (No. 499 F. 246/17/72-A&PAC dated 20-1-1973--copy attach-
ed) that generally audit objections may be treated as settled H loon 
as rectificator action has been taken without waiting till the col· 
lection of relevant demand. Lastly, the D.l. is being asked to 
closely watch compliance with the time limits already laid down 
now that the Department's audit organisation has been strellgthen-
ed. He is also being asked to ensure that audit objections pending 
as on 1-4-1971 should be disposed of by 31-3-1974 as far as possible. 

(iv) As regards the monthly review conducted by the D .1., it i. 
based on monthly statements furnished to him by the Commis-
sioners of Income-tax. 

Some time back the prescribed proforma for Commissioners 
monthly stAtements was revised to make it more detailed and infor-
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~ati e. .D. 1.'5 reviews will be consequently more meaningful anel 
.copies of his reviews are now being sent to the Audit and any com-
tIIlents or suggestions received from them would be welcome. 

(v) As a result of various steps taken by the Ministry there hu 
llteen improvement in the position, vide details given below which 
show decline in pendency of important objections as on 1-4-1971 
.as compared to 1-4-1970: 

~ 

1-4-1969 1-4-1970 1-4-1971 --~:N). of puas p!nding as on 1st April 954 1263 1501 

At 1hion, during th~ y=ar 1839 2625 2132 ----------
'TOTAL for disp:Jsal 2193 2888 3633 

N). of p Ira'! dhp lsed of during the year 1353 2394 2262 
-------.---------

,Balance 940 1494 1371 

Dcr~a,e du ~ to r~ i ion of figures in some 
charg:s.. .. 95 8 

P.!n t::ncy a, on 1-4-1970, 1-4-1971 and 1-4-1972 1035 1502 1371 

(vi) As regards action on mistakes pointed out in successive 
.Audit Reports, corrective action is taken in all cases where the au-
.dit objections are found to be acceptable and the time limit for 
.remedial action had not expired. Instructions are also issued by 
the Board in cases involving wider implications arising out of audit 
.objections. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/214/70 II Audit 
dt. 28-2-1973] 

From 

'To 

COpy 

No. M-35/18/70-DIT 

AAYAKAR NIRIKSHAN NIRDESHALAYA 

Directorate of Inspection (Income-tax) 

4th Floor, Mayur Bhavan, Con. Circus, 

New Delhi, the 24th Nov., 1972. 

The Director of Inspection (I.T. & Audit) New Delhi. 

All Commissioners/ Addl Commissioners of Income-tax, con-

cerned. 

,SUB: Machinery for dealing with pending audit objections 
and prompt .rectifications on the basis of objections rat. 
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ed by Revenue Audit-Proper maintenance of recoru 
for follow up. 

In the Commissioners' Conference 1972, it was mentioned that 
there was no systemetic record of revenue audit objections espe-
cially of the pending objections involving tax effect of less than Rs. 
10,000/ -in each case. It was suggested that a list of the audit ob-
jections should be prepared from the Accountant General's records. 
and that to avoid discrepancies between the records of the depart-
ment and the revenue audit common registers should be maintain-
ed by the two organisations. 

2. The matter has been reconsidered in consultation with C & 
AG and it is felt that difficulties pointed out have arisen because .... f 
the failure to maintain properly the register in 3 parts as pres-
cribed in Board's Circular No. 83/71-65-IT(B) dated 19-2-1966 (Vol. 
XII, Part-II, page 592). You are, therefore, requested to please e~ 
sure that the Board's instructions in this respect are followed scru-
pulously in future and a proper register is maintained in your 
charge. 

3. As regards the question of record of pending objections in-
volving under-assessmentlover-assessment of tax of Rs. 10,000/-
and above in each case and below Rs. 10,0001-, it has been pointed 
out by the Revenue Audit that they are sending to the Ministry 
a half-yearly list of pending objections in duplicate, one copy of 
which is sent by the Ministry to the Commissioners from which 
the pendency of revenue audit objections can be verified. Further,. 
the mistakes are classified by Revenue Audit into two categories--
(a) involving tax effect of Rs. 10,000/-and above and (b) in ol~ 

ing tax effect of less than Rs. 10,000/-in each case, in the annual 
statement a copy of which is furnished to the Commissioners by 
the Accountant General direct every year. This statement could 
also be utilised for verification ·of pending audit objections. 
4. It is requested that necessary action in the matter may please-

be taken accordingly. 

Sd/-
Avtar Singh 

Director of Inspection (Income-tax & Audit) 

Copy forwarded to Shri S. K. Lall, Director, CBDT, New Delhi 
with reference to his D.O.F. No. 1 7~A PAC dated the 18th 
October, 1972 for information. 

Sd/-
Avtar Singh 

Director of Inspection (Income-tax & A it~ 

New Delhi. 
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Extract from Board's Instruction No. 484 issued vide letter F. 
No. 246/76/72-A&PAC dated the 12th December, 1972 to all Com-
missioners of Income-tax. 

Sub: Revenue Audit by the C. & A. G.-Audit Objections 
and Paragraphs Of the Audit Report-Handling of proce-
dure thereof. 

I am directed to invite a reference to the Board's letter No. F. 
66/83/72-Ad. VII dated the 6th Dec., 1972 sanctioning additional 
ntrength for the Audit organisation of the I. T. Department with 
a view to improve its performance in the handling of matters con-
nected with the C. & A. G.'s revenue audit and internal audit. The 
present functioning of the Department's audit organisation in both 
J:espects leaves much to be desired and with the utilisation of the 
uugmented strength al1':l the concerted effort at all levels, the Board 
uxpect the organisation to give good account of itself so that the 
achievements and the image of the Department stand out better. 
lin this connection reference is invited to the observations relevant 
to audit in the Chairman's circular D. O. letter No. 8/ML/Ch. DT/72 
dated 14-11-1972 to the CommiS'sioners of Income-tax. 

2.. Administrative steps: 

Detailed instructions about internal audit set-up and the proce-
dure relevant thereto will follow separately. As regards revenue 
audit it will be seen from the Board's above noted letter No. F. 66/ 
83/72-AD. VII dated 6-12-1972, that inte9"-41ia the following impor-
tant steps have been taken for strengthening the administrative 
machinery for handling this important item of work:-

(a) The Charge Commissioners will hereafter have audit 8.1. 
one of their top important overall responsibilities even 
where the work is actually allotted for handling to ad-
ditional Commissioners, the latter now beinit administra-
tively under the Charge Commissioners. The C. & A. G.'s 
report and its discussion in the P.A.C. of the Parliament 
brings the Department's functioning to the notice of the-
Legislature and it is 'imperative, therefore, that utmost 
importan:ce is attached to audit work of the Department 
8S a sensitive show window of its general performance. 

('b) A Deputy Director with supporting staff has been allotted 
to the D.I. (LT. & Audit) for exclusive attention, under 

the Directotlbte. The audit responsibility of the Directorate 
the D. I.'s supervision, to audit co-ordination functions of' 



84 

bas now ,to be discharged in a more dynamic and tho-
rough gOing manner· The points on which the D.I.'s help 
would be particularly needed by the Board, are detailed 
at relevant places in these instructions. 

«c) WitL the added strength, the lACs (Audit) have manage-
able jurisdiction and even where an lAC (Audit) has to 
cover ano.ther Commissioner's charge there is a Chief 

Auditor, locally available in that charge. Further, regu-
lar std is 'being provided to the lACs (Audit) for im-
proving follow-up work on revenue audit objections. 
With this strengthening of the watching agency, the 

pace for rectification/revisionary action on accepted au-
dit objections or as precautionary step must quicken and 
prompt action should be taken and :report sent in time 
to Audit ,to avoid 'Criticism for delay. 

(d) Chief Auditors have now been provided in all Commis-
sioners charge and internal audit work has been shifted 
fromtherp to the new ITO (Internal Audit); this leaves 
the Chief Auditors in all charges with the work of han~ 
ling revenue audit matters as their main task and they 
should, therefore, be able .to ensure proper functioning 
In this field . 

.:3. Procedure: 
As regards ·the procedure for handling revenue audit objec-

tions it may be pointed out that in the last PAC meeting there was 
severe criticism about the lack of promptness and care in dealing 
with such objections at various stages b,y the Department. This 

;slackness and indifferenoce in such a significant area has persisted 
in spite of repeated instructions from the Board detailing proper 
steps to be taken and emphasising the need for strict vigil in this 
behalf. In many cases, the information furnished by the Depart-
mental officers to the Audit and the Board is not complete or not sent 
on time or there are delays in taking remedial action or the wider 
. implications of the mistakes noticed are not realised for suitable 
preventive steps at the Commissioners level or, in the alternative, 
at the Board's level on Commissioner's recommendations. Having 
regard to the aforesaid circumstances and the provision of additio-
nal personnel the following broad outlines of procedure are pres-
cribed for being followed hereafter for handling revenue audit ob-
jections, this superscedingto the extent necessary; the earlier ins-

;tructions on the subject:-
(a) Rffcord of revenue audit objections: 

Complete and accurate record of revenue audit objections 
should be maintain.ed in registers following the fonn 
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prescribed on the basis of the PAC's recommendations 
(para 1.10 of 46th Report, 1965-66) in Board's letter 
F1831711-ITB dated 19-2-1966, vide also DI (IT)'s recent 
circular No. M351 18170-DITI 15089 dated 24-11-1972. There 
should be yearly tally with the AG's of the pendency, 
on the basis of the above mentioned register and the 
annual statements furnished by the AGs to the Cs. I.T. 
This tally should be completed within a month of the 
receipt of the AG's annual statement and the CIT 
should thereupon obtain a certificate to this eftect from 
the Chief Auditor and send it to the DI (IT) who will 
keep watch over compliance . 

• • • 
INSTRUCTION No. 411 

F. No. 246/17/72-A&PAC 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 20th January, 1973. 

P. K. SARMA, Under Secy., Central Board of Direct Taxes. 

All Commissioners of Income-tax. 

Sl1BJI';CT: Revenue Audit objections-Pend.en.cy of-Measures for 
reduction of. 

I am directed to say that the large pendency of Revenue Audit 
objections has been causing concern and as a measure to reduce 
this to feasible extent, the Revenue Audit have been consulted 
whether an objection shOUld be treated as settled as soon as recti-
ficatory action has been taken, without waiting till the collection of 
the additional demand ascribable to the audit objection. A large 
DUIilber of Revenue Audit objection are shown as pending even 
after rectificatory action because the ~ollection of consequential ad-
ditional demand is delayed due to either time having been allowed 
to the assessee for the payment of additional demand or till the 
disposal of appeal or due to the fact that the assessment inquestion 
has been set aside on appeal and fresh assessment is pending. Some-
time even if the appeal as been decided in favour of the Depart-
ment, the assessees remain recalcitrant and refuse to pay the de-
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mand which they may contest in further appeal. Moreover, the 
demand ascribable to an audit objection gets merged with the other 
outstanding arrears of the assessees and it becomes difficult to spot 
out whether the demand ascribable purely to the audit objection has 
been paid. 

2. Having regard to the above-noted circumstances, the Revenue 
Audit have agreed that their audit objections may be treated as set-
tled as soon as appropriate rectificatory/revisionary action has been 
taken and additional demand raised, but this is subject to the fa],.. 
lowing conditions: 

(i) The P.A.C. (Fifth Lok Sabha) in para 2.79 of their 5th 
Report have recommended for issuing "suitable instruc-
tions to the Commissioners that where an audit objec-
tion has been accepted by the Department either at the 
Commissioner's level or at the Ministry's level, any or-
der of Appellate Assistant Commissioner contrary to 
such acceptance should be examined carefully at a high 
level and appeals preferred, if such contrary findings of 
the Appellate Assistant Commissioner, are not j1. ltified 
either in law or facts." This may be kept in view. 

(ii) In cases of demands raised at the instance of Revenue 
Audit, it should be the responsibility of the Internal Au-
dit to watch the recovery and the Internal Audit should 
include a special report on recoveries/refunds made in 
respect of Revenue Audit objections; since the Reports 
of the Internal Audit are to be scrutinised in Revenue 
Audit, there will be an additional safeguard. DI (IT & 
Audit) may take necessary steps in this behalf. 

(iii) "Settling" an audit objection after its acceptance, does 
not mean that it is "dropped". Thus the A.G. will be 
free to report the case to the C & A. G. for consideration 
of a draft para even in respect of such "settled" cases, 
where on account of any principle involved, or the mag>-
nitude of the amount or for any other reason he feels that 
the attention of the Board/or of the Government/or of 
the Parliament has to be drawn to the irregularity. 

3. The Board desire that the position as agreed to by the Reve-
.ue Audit and detailed above may be carefully followed hereafter 
and the pendency of Revenue Audit objections revised/dealt with 
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~ l the above-noted three conditions stipulated by the Re-
venue Audit should be kept in view. 

Yours faithfully 

Sd/-

(P. K. SARMA) 

Under Secretary, Central Board of Direct Ta.-res. 

Copy forwarded to C&AG, New Delhi (25 copies). DRA's U.O. 
No. 438-Rev. A/54j72-I1 dated 15-1-1973 refers. 

Copy also to:-

1. All Add!. Commissioners of Income-tax. 

2. Bulletin Section (3 copies). 

3. DI(IT&A)/(Inv)/(RS&P)/O&M, New Delhi/Director IRS 
(n) Staff College, Nagpur. 

4. Shri P. B. Venkatasubramanian, Joint Secretary, Ministry 
of Law, New Delhi. 

5. All Officers and Sections in the Technical Wing of C.B.D.T. 

Sd';-

B. AHUJA, 
Assistant Director of Inspection (RS&P). 

No. CC/ Audit/424/25/RSP /72-

Further information (Sr. No. 81) 

The total pendency of Revenue audit objections as on 31-8-1973 
was 32720 and out of this 15537 objections were pending in Calcutta, 
Delhi, Madras and Bombay Charges. 

Recommendation 

It is regrettable that refunds arising out of appellate orders 
passed between January, 1953 and July, 1963 were made only in 
April, 1968 in this case. According to the Ministry, the principal 
reason  for the unconscionable delay in giving effect to the appellate 
orders was "perhaps the frequent change of Income-tax Officers". 
The Committee note that between 1st April, 1962 and 1st July, 1965 
en an average an Income-tax Officer held the charge concerned for 
a period of 4-1/3 months only. The Committee need hardly point 
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out that such frequent transfers are not conducive to efficiency; _. 
would therefore like Government to review the position in all die 
charles and ensure reasonable tenure of officers in the interest of 
continuity and good work especially in view of heavy arreas of work 
accumulated in the Department. Further they desire that there 
should be a procedure in built in the system itself whereby it could 
be ensured that pending matters are not lost sight of notwithstand. 
ing the change in incumbency of the assessing authority. 

[5l. No. 82 and Para 2.331 of Appendix to 51st Report of the PAC 
(1972-73) ). 

Action Taken 

Necessary instructions have been issued with letters No. F. 
5/129/69-II(A-II), dated 5-11-1969 and F 226/18/70-II(A-ll), date4 
8-6-1970 that refund vouchers should invariably accompany the 
orders giving rise to. refunds and action should be taken against the 
erring officials wherever cases of non-compliance with these instruc-
tions came to notice. 

Regarding the second part of the above recommendations, the 
Commissioners of Income-tax have been asked to keep this 'in view 
while considering transfers of the Income-tax Officers. 

[Ministry of Finance (Rev. & Ins. OM No. 236/109j70.A&PAC 
dt. 21-5-73]. 

Recommendation 

The Committee further desire to suggest that the feasibility of 
fixing a suitable time limit for giving effect to appellate orders 
should be considered. 

[81. No. 83 and Para 2.332 of Appendix to 51st Report of the PAC 
•••• (1972-73)]. 

Action Taken 

In Board's Circular dated 18-7-1962 it was emphasised that 
refunds falling due as a result of appeal or revision proceedinga 
should be granted within a fortnight of the date of receipt by the 
I.T.O. of the relevant appeal or revision order. Further Section 244 
of the Incqme Tax Act, 1961 as amended by Taxation Laws (Amend-
ment) Act, 1970 also provides that interest will be payable by the 
Government on delayed refunds (consequent on appellate orden) 
after a period of 3 months from the end of the month in which the' 
relevant order is passed. Instructions to the field officers are bein, 
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issued drawing their attention to the above noted earlier circular-
and directing that in all instances appellate orders should be given" 
effect to within a fortnight of the receipt of the order concerned. 

[Ministry of Finance (Rev. & Ins.) OM No. 236/109/7O-Il AudW 

dt. 26-3-1973]. 

Recommendation 

The Committee note a persistent tendency to overpitch tax· 
demands which has of late shown disconcerting increase despite theA 
fact that Govt.'s attention has been repeatedly drawn to the serious-· 
ness of this problem in successive Reports on direct taxes. The· 
number of cases and the amount involved which were 1408 and Rs. 
36.88 lakhs respectively In 1966 have jumped to 6004 and Rs. 191.41 
lakhs respectively in 1969-70. In terms of percentage of cases to the" 
total number of cases checked by Audit, the details of which have' 
been furnished by the Ministry, the increase during this period has 
been from 1.00 per cent to 2.19 per cent. Such an extremely un-' 
desirable trend has to be curbed. The Committee take a serious view' 
of over-assessments as they invariably involve needless harassment 
to the assessees which should be scrupulously avoided. In this con-
nettion the Committee would like to know the results of the pilot 
studies in important ranges of Inspecting Assistant Commissioners 
of Income-tax and the concrete steps taken on the basis thereof. 

[S1. No. 85 and Para 2.347 of the Appendix to 51st Report of the 
PAC (1972-73)] .. 

Action Taken 

The Government share the concern expressed by the Committee' 
over high pitched assessments. Having regard to the recommenda-
tions made by the PAC earlier, pilot studies of appellate orders 
passed by the Appellate Assistant Commissioners of Income-tax 
were conducted in certain Ranges to spotlight the tl'pical points on 
which over-assessments were made but not sustained in appeal.' 
As a result of these studies, the Board issued Instruction No. 21 
F. 5O/332/68-ITJ (2) dated 6-2-1969 and No. 158 F. 50/257/69-ITJ dated· 
17 -4-70; copies of thes:, L~ tr ction  are attached herewith. Wit. 
th~ e instructions the Assessing Officers were cautioned against the· 
typical omissions & commissions leading to unsustainable over-
a~ ent  the Commissioners and Inspecting Assistant Commia-· 
sioners were also advised to keep a close watch and take suitable! 
action in cases of persisting tendency towards unsustainable over-
(l~~~ ~t  it was emphasised that such tendency had to be cor-· 
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rected with salutary advice and if necessary adverse notice should 
also be taken. The aforesai,d instructions have had improving effect. 
Although in 1969-70, the Audit detected 6004 cases of over-assess-
ments out of total 2.74 lakh cases audited which gave a percentage 
of 2.19, in the subsequent year 1970-71, this percentage declined con-
siderably and stood at 1.9 (over-assessment cases detected 6227 out 
of total cases audited 3.25 lakhs). Subsequently as desired by the 
PAC in their later report, a pilot study of the appellate orders 
passed by the next higher appellate authority viz., the Income-tax 
Appellate Tribunal was also conducted in certain charges. As a 
result of this pilot study the Board have again issued Instruction 
No. 376 F. 277/Z/7O-ITJ dated 1-2-72; copy of this Instruction is also 
.attached. It is hoped that as a result of these concerted measures, 
the incidence of over-assessment would further decline. 

ini tr~ ·of Finance Revenue and Insurance) OM No. 236/307/70 
II Audit 29-3-73]. 

XVII/221-PAC's observations on over-assessments-Pilot study of 
the problem-Defence noticed-Instructions regarding. 

The Action taken Sub-Committee of the P.A.C. having adversely 
~o ente  on the problem of over-assessments, the Board com. ,tu-
ted recently a Committee consisting of Shri S. Narayan, OSD and 
S/Shri W. A. Khan and P. N. Sewake, D. Ds. 1. for conducting from 
this angle a pilot study of the orders passed during 1967-68 by 2 
AACs each from the Punjab, U.P. and Delhi! CIT charges. The 
Committee's report has been received; although the study was con-
fined to only selected AACs' ranges from 3 Commissioners' charges, 
the result of the pilot study can generally be considered as appli-
.caple to all the charges. 

2. Out of nearly 8,500 appellate orders studied by the Committee, 
it was found that only about 3,000 assessment orders (35.5 per cent) 
were confirmed, 'while about 5,000 orders (60 per cent) were sub-
jected to relief (excluding assessments interfered with but not 
amounting to relief). A further analysis of the 5,000 and odd assess-
ments subjected to relief showed that in about 2,800 cases (56 per 
cent) more than 50 per cent of the relief sought for had been allow-
-ed by the AACs. 

3. It is true that a percentage of interference reflected honest 
difference of opinion, maturer judgment of the AACs or avail-
.ability of appellate decisions and evidence which were not before the 
JTOs but quite a considerable percentage of interference was due 
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to omissions and co~ i ion  on the part of the ITOs, which could 
w~Il. have. been avoIded. Some of these typical omissions and com-
mISSIOns lIsted by the Committee are indicated below:-

(i) The ITOs seem to be in the habit of making compatatively 
petty additions without any reason or with utterly inade-
quate reasons. 

{ii) In cases of retailers where it was obviously not possible 
to keep quantitative stock tally, additions had been 
made to the trading accounts without giving justification 
or quoting parallel cases and no care was taken to see 
whether the additions fitted in logically with a proper 
arithmetically correct reconshction of the tl"acfing 
account. 

(iii) The ITOs seem to be in the habit of making additions for 
supposedly inadequate drawings for household expenses 
without giving any reasons or without trying to analyse 
the expected normal household expenses under different 
heads, correlating them with the size and the needs of 
the family. 

(iv) 

(v) 

(vi) 

Cash credits are sometimes added with only superficial 
enquiry and prose into their sourCe and ownership with-
out pursuing these enquiries to an extent which could 
ensure their being sustained in appeal. 

The ITOs are sometimes not realistic and practical in 
their approach in the matter of allowing bad debts 
written off in the books mere absence of legal action 
against the debtors should not be over-emphasized, parti-, 
cularly when the amounts involved are small, making it 
not worthwhile for the assessee to incur legal expendi-
ture, once he was satisfied that nothing further could be 

realized. 

The ITOs have sometimes a tendency to make additions 
in manufacturers cases, on account oJ shortages, wastages 
low yields, etc. without building up reasonably strong 
-cases on these points and without giving adequate oppor-
tunity to the assessee for elucidating reasons and then 

meeting them. 

(vU) In the case of companies, the I:r0s sometimes tinker 
unduly with the remuneration of the Directors even when 
they are apparently not large nor unreasonable. 

619 LS-7 



(viii) The provisional share income from fums is some times 
taken by the ITOs not as returned by the a ~ ee but· OD 
estimate which is not a correct course. 

4. The Commissioners are requested to bring the above noted 
shortcomings to the notice of the ITOs so that these are avoided. 
The Commissioners and lACs should also constantly impress upoil 
the ITOs the imperative need for making balanced, well-reasoned 
and realistic .assessments. These aspects of assessment work should 
be particularly looked into during inspection of lTOs'work and the 
defaulting officers be pulled up and adversely commented wherever 
called for. This matter (:ould also be borne' in mind at'ld necessary 
corrective action by way of advice OT adhlOrUtion taken, when the 
adverse appellate orders are scrutinised in the Conunlssioner's Office. 

[F. No. O IT~( ) dated the ,6th February,1969]. 

COpy 

InBtruction No. 15S 

F. No. 7 ~ITJ 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi,. the pth April, 19701 

From 

Shri S. K. Lall, 

Secretary, Central Board of Direct Taxes. 

To ., 

All Commissioners of Income-tax. 

Sir, 

S'UB.JECl': P.A.C.'s observations on over-assessmenta--Pilot· studies 
of the problem-Defects 'I\Oticed-InstructiDns regarding. 

I have to invite a reference to the Board's Instruction No. 21[F.50t 
322/68-ITJ(2)] dated 6th February, 1969, iSBlMd on 'the basis of 
pilot study or orders passed during 1967-68 by a few A.A.Cs. iD 
c~tain Commissioners charges. These instructions were brought 
to the notice of the Public Accounts ·Committee arid they have in-
corporated it in their tOOth Report (1 ~ 7 , a news ttem about 
which appeared in the papers recently. 
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2. Since the issue of ~ o e.note in tr ction  one more pilot 
study, as further desired by the ,P.A.C., waseonducted at the in-
st!nCe of the Board by a Committee comprising Shri S. Narayan, 
OoS.n., and Sis Wasiq Ali Khan and G. S. Basantl, D.Ds. I. This 
study was of the orders passed during 1968-69 by three A.A.Cs. 
each from Bombay and West Bengal charges. The position as 
emerging from this study of appellate orders in 1968-69 in compa-
ratively important charges is generally the same as was  found in 
the earlier study of orders passed in 1967-68 from' other charges. It 
is hoped that a strict enforcement of the Board's above-noted in-
struction No. 21, dated ·6th February, 1969 and vigilant watch will 
show impl'oved position in 1969-70, when the effect of the Instruc-
tion and ~ e ent fbllow-up Instructions No. 71 ~ 91/47159-
ITJ(18)J a~ 5th July, 1969 and No. '18 [F. 5O/78/69.ITJ(21)] 
dated. 11th July, 1969, should be felt. A constant and corrective 
watch may please be ensured as the P.A.C .. has been repeatedly 
expressing itself against observed tendencY on the part of the assess-
ing officers to make over·assessments. 

3. Besides typical omissions and commissions in assessments 
spot-lighted by the earlier pilot study and, listed in the Board's 
Instruction No. 21 dated 6th February, 1969, the recent study has 
spotlighted a few more and emphasised the earlier ones, as detailed 
below:-

(i) I.T.Os. make additions to sales or to gross profits or make 
disallowances out of expenses without giving any reasons 
or by giving utterly inadequate reasons; such additions 
are either almost entirely knocked off or substantially 
reduced. 

(Ii) !TOs tinker with remuneration paid to the directors of 
the company, applying highly subjective and unrealistic 
standards of reasonableness. 

(iii) While imposing penalties for non-payment of tax, the 
J,TOs. do not care to check up whether they had disposed 
of petitions moved by the assessees tor stay of tax. 

(iv) ITOs levy penalties uts 271(1) (0) without caring to make 
out a convincing case; the assessee's explanation is often 
not discu$Sed and shown to be unbelievable 01' false nor 
is an attempt made to bring out clearly that the assessee 
has been guilty of concealment of iDCome. 
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(v) Claims for deduction on the L.I.P. are not allowed and 
that too without giving any reasons. 

(vi) While making additions for inadequate personal draw-
ings, the ITOs· do not care to give an analysis of what 
the personal expenses of the assessee should be, to justify 
addition on this score. 

(vii) In dealing with bad debts, the ITOs adopt unrealistic 
approach even when the amounts are comparatively small 
and do not appear to be suspicious or mala-fide. 

3. The Commissioners are requested to bring the above-noted 
drawbacks to the notice of the assessing officers so that these are 
scruplouso/ guarded against. With regard to these drawbacks .also, 
the Commissioners and I.A.Cs. may exercise supervision and take 
corrective steps as already advised in the Board's earlier instruc-
tions on the first pilot study; the assistance of A.A.Cs. may also be 
enlisted as suggested in those instructions. Further, in the refresher 
courses which are periodically organised by the C.I.Ts. there should 
always be at least one lecture on typical omissions and commissi lnS 
on the pan of the I.T.Os. leading to avoidable appellate interference. 

Yours faithfully, 
SdI-

(S. K. LALL) 
Secretary, Central Board of Direct Taxe •. 

Copy to:-
1. D.I.(IT), (Inv), (RS&P), New Delhi and Director IRS(DT) 

Staff College, Nagpur. 

2. A.D.I. (RSP-Bulletin) (4 copies). 

3. All Officers and Section in CBDT. 

4. C&AG, New Delhi. (20 copies), 

5. Shri Venkatasubramanian, Joint Secretary, Ministry of Law. 

Sd/-

(Y. SINGH) 

Under Secretary, Central Board of Direct Ta.re •• 
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(COPY) 

IDstructioa No. 376 
F. No. 277/2170-II(J) 

GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the ht February, 1972. 

From 

To 

Shri S. K. Lall, 

Secretary, Central Board of Direct Taxes. 

All Commissioners and Additional Commissioners Of Income-
tax. 

SUBJECT: PAC'S observation on over-assessment-Pilot studies 
Jf the problem-Defects noticed-Instructions regard-
mg-

I am dire;;ted to invite a reference to the Board's Instruction 
No. 21 F. No. 50/322/68-I,TJ (2) dated the 6th February, 69 and 
Instruction No. 158 F. No. 50/257/69-I'I'J dated the l~th April, 1970 
and to say that in paragraph 4.26 of their Report (also para 1.23 of 
76th Report and paras 1.54-56 of 100th Report), the Public Accounts 
Committee had desired that for gauging the problem of over-pitched 
assessments, a sample study may be made also of the orders of the 
appellate authorities higher than the Appellate Assistant Commis-
sione.rs. Such a study was carried out in respect of two I.A.Cs. 
ranges in Delhi, for orders received during 1967-68 to 1969-70. 

2. The report on the study shows that while the orders of the 
higher courts involved only questions of law, which are largely a 
matter of interpretation, the orders of the Tribunal also involved 
queatiOlJs of fact which were disputed. While the relief allowed in 
the TriLunal's orders on a2count of factors like difference in inter-
pretation of law, availability of subsequent devisions of higher 
appellate authorities, admission of fresh evidence and the like, is 
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unavoidable a number of orders showed certain remediable draw-
backs as discussed below: 

DrIIwbacits Remedial sife prds 

(1) Redaction in Broil profit nrc applied In the Board' .. Circular No. 26 of 19S6 cla~ 
or . lid htlc addition made to the =: it WIll pointed out. that Informatlon 
trldina results, bec8uIe colJlPll[Sble I comparable cues 11\ IN~ of the 
case& were not quoted. G. P. rile applied or the tradinl results 

(2) Expensed disallowed wholly or 
. partly with ~onl  general observa-
ti8l'lS. 

(3)  Disallowance of Directors remuner-
ation as eXCl8Sive with only len-
eral observation 8. 

(4) Addition of cash credits without due 
enquiry and consideration. 

(s) Addition!! on account of inadequate 
drawing8 for personal and house-
hold e~ e , without sufficient 
supportJng data. 

(6) ConCWI1ment penalties under sec-
tion 271(1) (c) and the Explanation 
thereunder, without nWting out a 
proper cue. 

aimed at, should be given by the ITOs iD a 
confidenLial note below the assessment 
order; in the Board's subsequent Circular 
No. 23 of the 19S7 dated 4-6-S7, it was 
also desired that a Register for recording 
reasonable gros8 profits ahown by various 
trades and industries in the area should be 
maintained for reference. These Ir.stru-
ctions have to be carefully followed. 

For d.iaallcwing expenses, [he nos should 
make put a teneble case; iDste8d of only 
mating a general observation that the expe-
nses under a particular held were unvouched/ 
un proved/undetailed ,  a  . few Instana:s 
sr.ould be cited and the Size of disallow-
ance cogently St't out in this context. 

For any disallowance of Directors remunera-
tion it is not enough to dub it as excessive 
but all the!relevant factors of the sicu.tion 
should be examined and diaallowance sujp-
orted by proper facts and arguments. 

Attention is invited to earlier Circu1ara on the 
subject particularly D. I. (Inv.)'s No. 4 of 
1960 dated 30th March,l9&> and tbe Board'S 
In9truction No. 218 dated 18-9-1970. The 
questions of onus, proper opportunity, 
cross examination etc. should be care-
fully considered. 

Where the atn()UI1ts involved are small and 
sufficient justification is not forthcoming, 
no additions need be made and where the 
amounts are sufficiently larae from the 
tax potential pdnt C"f view, adequate enquiry 
should be made and 8ufficient facts and 
reaoons liven for making such additions. 

For the Law as it stood before the insertion of 
Explanation from 1-4-J964 reference i8 in-
vited to Board's InSl:rUction No. 198 F. 
2841,3i70-n (Inv.) dated 14-8-70 iSllued on 
receIpt of the Supreme Ccurt Judgment ir. 
the case of CIT Va. Anwer Ali 76 ITR 
696. Concealmcllt penalty under the pre-
1-4-64 law can be levted where the charge (If 
conocalrner>t is fairly established C'f in 
circumstar.ces as for example, mentioned in 
the Delhi High Court Judgment in the case 
of MIs. Durga Timber Works Vs. CIT 79 
ITR 63. FOf CB!leS of penalt)' bued on the 
Bxplanation inserted from 1-4-64 firstly 
the Bxplanation shOUld be explicitly can-
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vused and relied upon vid, Boanl', Ina-
truction No. 325 F. No. 267/607171-ITJ 
dated 203-9-71. SecolllUy, although the 
validity of the Explanation has been upheld 
in Allahabad Higli u,urt Judgment in the 
cue of Sayeed Aluned Vs. CIT 79 ITR 
2.8 and the general principles of 0AUI> under 
the Explanation stated in the Kcrala High 
Court Judgment in the case of CIT Vs. 
Sankar Sons & Co. (1971, 2 income-laX 
Journal, Pll ~ S86), the tre:nd of the apptl-
late a tho~tle  generally IS to weight the 
fllCtUal Clrcumstancen of the C85e with a 
measure of strictness even under the Expla-
nation. It is necessary therefore that for 
concealmcnt penalty relaying on the Ex-
planation, a fairly cogent case ,hould be 
madc out that the assessee had failed to 
discharge its onus tmder Explanatiefl. 
Favourable- decisions from the Tribunal 
and may be latcr from High Courts, when-
ever available in a Commissioner's charge, 
should be cira1lated to officers in that change 
and also to other Conunissioners, for cir-
culation .in ~ir charge, serving liS help-
ful gwdelmes. Some CommiSBionertl, 
on the request of the Board, have recently 
furnished to the Boanl cor.ies of such favcur 
able orders from. the Tnbunal Benches in 
tl;1eir charges and they are requested. to 
arculate those orders curly B8 indicated 
above. 

3. The 'Commissioners! Additional Commissioners of Inco e~ta  

are requested to apprise the Inspecting Assistant Commissioners, 
Authorised Representatives and Income-tax Officers in their charge 
accordingly; copies may be endorsed to AACs also. 

Beeommelldation 

Yours faithfully, 

Sd/-

(S. K. LALL). 

'That the assessment procedures and the counter check of assess-
ment need to be strengthened is clearly indicated from the fore-
going. In this connection the Committee regret to learn that the 
:r.iUlrnal Audit failed to notice the mistakes in three out of four 
eases reviewed by them. The Committee hope that suitable actiO!l 

Would be taken for their failure. 

ISl. No. 87 and Para 2.354 of Appendix to 51st Report of P.A.C. 
(1972-73)]. 
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Action Taken 

The Internal Audit Party Officials who failed to detect the mis-
takes have been warned to be more careful in future. General 
measures have also been taken for reinforCing the strength of in-
ternal audit organisation and streamlining its procedures and this. 
is expected to improve the situation. Attention is invited in this. 
connection to the reply sent to para 2.28 of this report. 

[Ministry of Finance (Rev. & Insu.) O.M. No. 236/313170-ll 
(Audit) dated 7th March, 1973]. 

Recommendation 

The Committee find that the Commissioner of Income-tax had 
not followed the provisions of Section 271 (4A) of the Act as clari-
fied by the Board in their circular dated 29th September, 1969, in 
waiving or reducing the minimum penalty in as many as 177 cases-
where the voluntary disclosures were not full. Admitting that the 
action of the Commissioner was wrong, the representative of the-
Central Board of Direct Taxes averred that' he had acted to safe-
guard the interest of revenue. According to him it is one of the 
incentives to the assessees to come to a settlement by reduciIl[" the 
penalty Or waiving it. He further pleaded that when an a e~ ee 
dfsclosed his concealed assets the difference in valuation thereof 
did not reflect on the fulness of the disclosure. The Committee 
are unable to fully share this view especially as in these 177 cases 
the amount finally accepted/assessed was Rs. 4.79 crores as against 
the disclosed income of Rs. 3.12 crores only. In any case concession 
shown in the matter of levy of penalty in such cases is not in con-
fonnity with the law as it stands now. Any review of the position 
in order to provide for concession where there could be honest 
d.i1Ierence of opinion regarding valuation should be taken into account 
the need to deter effectively deliberate underestimation of assets 
disclosed. 

[81. No. 88 and Para 2.366 of the Appendix to 51st Report of 
the P.A.C. (1972-73)]-

Action Taken 

The observations of the Public Accounts Committee have beeD' 
Doted. The provisions Of Section 271(4A) are being reviewed by th~ 
Ministry on the basis of the recommendations of the WanchoO' 

ComJDittee. 

[Ministry of Finance (Rev. & Insu.) O.M. No. 20/283/69-U 
(Audit) dated 24th February, 1973]_ 



99 

Further Informatien (Sr. NQ. 88) 

Reference is invited to clauses 64 and 67 of the Taxation LaWs. 
(Amendment) Bill, 1973 which seek to replace Section 271(4A) of. 
the Income-tax Act, 1961 by a new Section 273A; similarly clauses 99 
and 100 s.eek to replace Section 18(2A) of the Wealth-tax Act by a 
new Sectlon 18A. The Bill is now before the Select Committee. 

Recommendation 

3.21. The Committee note that the number of cases pending ass-
essments come down from 23.30 lakhs as on 31.3.1968 to 15.85 lakhs 
as on 31.3.1969, 13·22 lakhs as on 31.3.1970 and 12.39 lakhs as on 
~. .1 71. Although there is a progressive improvement in the posi-
bon of .pendency of assessment cases since 1968-69 the pendency in 
categones I and II (Le. with income of Rs. 15,000 and above in each 
case) continues to be heavy. As on 31st March, 1970 out of the total 
pendency of 13.22 lakhs cases the number of categories I and 11 cases 
pending was 3.09 lakhs which worked out to 23 per cent. The per-
centage of such cases was 20 per cent as on 31st March, 1969. As 
against 23,310 company assessments pending as on 31st March, 1970 
was 23,'730. Another unsatisfactory feature is that there was rush 
of completion of assessments and raising of demand towards the 
end of the financial year. The number ot: a e ~nt  completed 
in March, 1970 was about 16 per cent of the total assessments but the 
demand raised however, was 35 per cent of the total demands for the 
year. The analysis of the demands showed that high income group" 
assessments were continued to be taken up for completion in the last 
three months of the financial year and especially in the month of 
March. In paragraphs 1.42 and 1.43 of their 117th Report (Fourth 
Lok Sabha) the Committee, while expressing their dissatisfaction' 
over the increase in pending assessments of bigger cases, urged the 
Central Board of Direct Taxes to draw up a suitable programme of 
uriorities for disposal o~ assessments, so that those cases which had 
high revenue potentiality receive greater attention at the hands of 
the assessing officers. The Committee were informed that the Board 
have issued necessary instructions to the Assessing omcers that all 
big cases involving substantial revenue should be completed before 
31st December and the smaller cases to be taken up in the last 
quarter of the financial year. The Committee have, however,. been 
informed about the dift\culties as explained by the representative of 
the Ministry is that usually big cases represented by eminent law!er 
"just drag on." Another difficulty is that the assessees seek extenSIon 
of time on payment of interest. The Co ~ittee are ~oncerne  over' 
the plea of helplessness of the department In completing the assess-
ment eases of bigger assessees before December. They, however. 
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find that the working Group o!o the Adminiltrative Reform Commis-
.sion have come to the conclusion on the basis of a case study that 
the total number of adjournments asked for by the assessees. The 
Committee, therefore, deside that government should seriously con-
sider this matter in all its aspects and take effective measures to 
discourage dilatory tactics on both sides-assessees and the Assessing 
authorities so that bigger assessment may be completed speedily. 

[51. No. 94 and Para 3.21 of the Appendix to 51st Report of the 
P.A.C. (1972-73)] 

AetionTakea 

The category-wise pendency of the assessments during the last 
five years is as under: 

As on Cat. I C.t. II 
---

31-3-1968 1,64,810 1,62,367 

31-3-1969 1,62,683 1,49,IS9 

31-3-1970 1,67>4-3 1,41,929 

31-3-1971 1,67,183 1,31,221 

31-3-1972 1,24,149 81,',$0 

. .~ . . 

From the figures given above it would be seen that for the first 
time in five years the pendency of Category I assessments has been 
brought down considerably and there has been a progressive fall in 
the pendency of category II cases also. With the introduction of 
summary assessment scheme with ~ect from 1st April, 1971 com-
paratively unimportant cases get disposed of in bulk with summary 
procedure, by junior assessing officers, leaving the senior assessing 
officers more time and attention for important cases and this is 
expected to speed up the disposal of these important cases. 

As regards the prompt disposal of big revenue yielding cases, 
it may be stated here that on the basis of P.A.C.'s recommendations 
contained in para 1.42 and 1.43 in their 117th Report, necessary in-
structions were issued to the Commissioners of Income-tax vide In-
struction No. 189F. No. 38'5/57/7O-ITB dated 6th July, It70, copy 
furnished to the Committee alongwith action taken report on para 
1.42 of Appendix to the 117th Report (1969-70). Keeping in view 
the observations of the Committee regarding the avoidance of un-
llecessary adjournments in big cases, Ins-tructions are being issued 
(copy kttached). .' 

[Ministry of Finance (Rev. & Ins.) O.M. No. 231/4/71-AP&C 
. .1 ... dated 28-4 .. 1973] 
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From 

To 

LOI 

INSTRUCTION NO. 521 
F. No. 231/4/71-A&PAC 
VITTA MANTRALAYA 

(Central Board. of Direct Taxes) 

New Delhi, the 12th March, 1973 

Shri S. K. Lall, 

Director, Central Board ot Direct Taxes. 

All Commissioners of Income-tax. 

SUB: Avoidance Of unnecessary ·adjournments ill aS$essment CYf 
important cases-Recommendations of the P.A.C. in. para 3.21 
of their 51st Report (1972-73). 

Sir, 

I am directed to say that the Public Accounts Committee in para 
3.21 of their 51st Report (1972-73) have taken note of substantial 
pendency of Category I and II cases and observed: "The Committee, 
therefore, desire that Government should take effective measures to 
discourage dilatory tactics on both sides-assessees and the assessing 
authorities-so that bigger assessments may be completed speedily." 

2. The Board share the Committee's concern about substantial 
pendency of important assessments viz., Category I and II Income-tax 
assessments and the assessments under other direct taxes. It is 
important that these revenue yielding assessments are handled with 
maximum possible promptness. A notable contributing factor for 
delay in completion of these assessments is unnecessary adjourn-
ments given by the assessing officers on their own or on untenablf 
requests from the assessees. The Board desire that the assessing 
officers should, unless for compelling reasons, not adjourn such cases 
on their own and the assessee's request for adjournment in such cases 
should be weighed by them very carefully and conceded only if the 
circullUtances pleaded are convincingly genuine and unavoidable. 
The Inspecting Assistant Commissioners when inspecting the Income-
tax OfBcer's work, should specifically look into this aspect and takeD 
note of avoidable and unnecessary adjournments. 

ly. 
3. All the officers in your charge may please be advised according-

Yours faithfully, 
sa/-

(S. K. LALL) 
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Copy forwarded to:-

1. All Additional Commissioners of Income-tax. 

2. Directors of Inspection (II&A) / (inv) / (RS&P) /Director 
O&M, New Delhi and Director, IRS (DT) Staff Colle e~ 

Nagpur. 

3. Comptroller & Auditor General of India (25 copies). 

4. ADJ· (RS&P) (Bulletins) 4 copies. 

5. All officers and Sections in the technical wing of C.B.D.T. 

6. Shri B.  B. Venkatasubramanian, Joint Secretary Ministry of 
Law, New Delhi. 

Recommendation 

SdI-

(P. K. SARMA) 

UNDER SECRETARY, 

CENTRAL BOARD OF DIRECT TAXES. 

The Committee suggest that it should also be examined whether 
in cases which are sought to be reopened by the assessees under 
section 146 of the Income-tax Act or bef.ore an appeal is made, the 
assessee should be required to deposit a certain portion of the tax 
which should not be less than that pertaining to the undisputed 
income. The Committee would further stress that in all cases of 
assessment/reassessment it would be desirable if the payment of 
tax on undisputed portion of income is made 8. condition precedent 
to filing appeals. 

[51. No. 95 and Para 3.22 of )\ppendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok Sabha} 

Action Taken 

The above quoted paragraph contains two suggestions. One re-
lates to the payment of undisputed tax by assessees making an 
application under section 146 for the cancellation of the assessment 
made by the Income-tax Officer under section 144 of the Income-tax 
Act and the second relates to the payment o£ undisputed tax as a 
condition precedent to filing appeals. The Direct Taxes n ~ir  
Committee (Wanchoo Committee) has also made a recommendation 
in paragraph 4.46 of its final Report which is somewhat similar to 
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the second suggestion mentioned above. Relevant extract from the 
Report of the Wanchoo Committee is reproduced below: 

"The undisputed portion of the tax should be paid before an 
appeal to the Appellate Assistant Commissioner of 
Income-tax is filed. The Appellate Assistant Commis-
sioner should have the power to waive this requirement 
in appropriate cases for reasons to be recorded in writ-
ing." 

The above recommendation of the Wanchoo Committee is cur-
rently under examination by Government and, if accepted, would 
be implemented through a Bill to be introduced in the current 
Budget Session of the Parliament. If a provision is made in the 
Income-tax on the lines recommended by the Wanchoo Committee, 
it would also substantially meet the other suggestion also in the 
paragraph under reply. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 231/4/71-AP&C 
dt. 7-6-1973] 

Fu.rter lnIo~tion (Sr. 85) 

Item No. 46.-Clause 60 of the Taxation Laws (Amendment) Bill 
meets this point by seeking to amend suitably section 249 of Income-
tax Act, 1961. 

Recommendation 

The Committee find that the number of Income Tax Officers 
attending to assessment duties has progressively increased from 1701 
as on 1st April, 1968 to 1912 as on 1st April, 1969,2056 as on 1st April, 
1970 and 2,234 as on 1st April, 1971. The effect of this appears to 
have been the reverse of what might have been expected. The 
average number of assessments disposed of per Income Tax Officer 
on assessment duty has decreased from 1855 in 1968-69 to 1,842 in 
1969-70 and 1,669 in 1970-71. No satisfactory explanation for this 
phenomenon has been adduced by the Ministry. The Committee 

e~t that the reasons for decrease in average number of asseslI-
ml!uts particularly during the year 1970-71 may be investigated by 
the department. 

[So No. 96 and Para 3.23 of Appendix to 51st Report" of the 
PAC (1972-73)] 

Action Taken 
ltea on~ for the decrease in the average number of assessments 
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completed during 1970-71 are being investigated and a .report will 
be submitted in due course. 

[Ministry of Finance (Rev. and Ins.) O.M,No.281/4/71-APAC, 
dated 26-3-1973]. 

Furtber lntorma.tfOlJ (Sr. No. 96) 

DI (RS&P') was requested to make a selective study iI! the matter. 
A copy of his report is attached herewith. Attention is invited to 
the Ministry's reply to para 1.30 of the 67th .Report of the PAC 
(1972-73) j w~ein the newly created Directorate of -0 &. M. SER-
VICES has been asked to make an overall 1;tudy as sUQ'ested by the 
PAC; their report is awaited for further necessary action. 

Copy of D.r. (RS&P)'sReport 

Five Commissioners' charges were selected for the required 
Study. 'I'hese charges were Andhra Pradesh-I, Mysore, Gujarat-U, 
Patiala and West Bengal-II. In these charges, it was noticed that 
there had been a consistent decline in the number of assessments 
disposed of per Income-tax Officer in each year taking 1968-69 as 
the year as the foUo-wing figures indicate: -

Charges 1968-69 1969-70 1970-71 

Andhra Pradesh 1956  1908 1478 

Mysore ~  2J76 1731 

Gujarat-II 1928 J893 166% 

Petiala 2,,0 2.313 r870 

West Bengal-II 2044 1895 1631 

2. By and large the iiecline in 'W5posal of lncome-tax assessments 
per ITO has been due to the fact that more attention was paid. in 
1970-71 to the d.isposal of Wealth-tax, Category-I and Category II 
cases as also to, collection work and reduction in arrears than in the 
earlier cases. 

3. Charge-wise reasons for decline in average c:ijsposal of Income-
tax cases in the year 1970-71 are given ns under:-

Andhr4 Pradesh.I 

(i) Out of 114 Income-tax Oftleers entrusted with assessment 
work during 1970-71 in Andhra Pradesh-I and n ehMge1l, 
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21 omcers were available for this work only from August 
and September, 1970. Further, one pTobationer joined in 
October, 1970 and one promoteeQftlcer was posted in Feb-
ruary, 1971. 

(iil In the first half of the year, the Income;..taxiOfficers con-
centrated on the survey of agricultUral Weafth-tax asses-
sees wherein 5,000 new assessees were ro~ ht on record. 

(iii) Number of Wealth-tax assessments and number of Cate-
gory-I and II Income-tax assessments disposed of in thw 
year were far more than in the earlier years. 

(iv) There was a drive to liqUidate arrears and because of 
more emphasis on collection work, the Inco e t~ a e
~ent  disposed of were less this year. 

(v) Moreover, more penalties were disposed of in .th~ year 
1970-71 as compared to earlier years. 

MV80re 

(i) The year 1968-69 was an unusual year in so fElr .as nearly 
24/000 assessments of Goa circle were disposed of in that 
year. These assessments had been pending for a number 
of years till a decision' on the complicated question of 
status, peculiar to conditions obtained in Goa was taken 
in 1968-69. Thus, on, the basis of this one decision such a 
large number of assessments could be disposed of in 1968-
69. & the same conditions did not exist in the subse-
quent years, the same tempo in the disposal of assessments 
could not be maintained. 

(ii) More Category-I and II cases were disposed of in 1970-71 
as compared to the earlier years. 

(iii) There had been the problem of diminishing carryover of 
arrear assessments. As a result of which, disposal in th& 
first few months was very small and the tempo could not 
be gathered till current assessments had been added to 
the work-load. This will be clear from the fact that in. 
1968-69 the arrear assessments for disposal which stood 
at 53,851 came down to' 8,MS only for 1970-71. 

Gujarat.lI 

(i) Though there has been a decline in the average disposal 
per ITO in this charge from 1968-69 to 1970·71, the aver-
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age disposal per ITO in this charge over the years has 
been higher than all-India average. 

(ii) The reason for fall in average for the year, 1970-71 as com-
pared to earlier years was due to the fact that Gujarat-III 
charge was created in the year and on account of change 
in jurisdiction, the Income-tax Officers were busy in 
transferring and receiving case files and hence, the same 
amount Qf time was not available with them as it was in 
1968-69. 

Punjab 

(i) There were a number of raids carried out at Ludhiana in 
September, 1970. As these raid cases were to be disposed 
ed of expeditiously, four officers were posted at Ludhiana 
to deal with such cases exclusively. 

(ii) As a result of these raids, disclosures of about Rs. 1.36 
crores were received. These disclosures were dealt with 
on prio.t'ity basis thus, resulti.ng in lower disposal of other 
cases. 

(iii) A large number of officers and staff were posted on elec:-
tion duty in mid-term election to Lok Sabha in March, 
1971. 

(iv) The arrear cases brought forward as on 1st April, 1970 
were much less than the arrear cases in earlier years. As 
such, the work relating to disposal of assessments, could 
not pick up speed till August, 1970 when returns fw that 
current year started coming in, thus, affectinJl the average 
output per Income-tax Officer. 

(v) Greater attention was paid in this year to the liquidation 
of arrear demand as a result of which, arrears of tax 
amounting to Rs. 13.14 crores as on 1st April, 1970 were 
reduced to Rs. 575 crores upto 31st March, 1971. 

West Bengal-II 

(i) The ,main reasons fqr decline in the average disposal of 
the Income-tax Officers was due to the fact that more 
higher category cases were disposed of. 

(H) The poor law and order conditions prevailing in West 
Bengal were also responsible for lesser disposal. 
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4. It will be observed. from the abcwe that there were good 
reasons for decline in the average disposal per Income-tax Officer 
:in respect of Income-tax assessments. 

Sdj-

(K. SINGH) 

Deputy Director of Inspection (RS&P) 

'CBDT (Shri S. K. Lall, Director), New Delhi • 

. DIRSP, U.O. F. No. S(2) 128IRSPI72-73158, dated. 3--1-1973. 

Recommendation 

The Committee need hardly stress that the Department should 
also give a e a~ attention to the revenue collected and the ac-
-curacy displayed in assessment. 

[51. No. 97 and Para 3.24 of Appendix to the 51st Repor.t of the 
. PAC (1972-73)]. 

,Action 'raken 

(i) The following figures show that revenue collection is improv-
. ing every ye-.ar:-

Year Cl1I'fo7ration 1m_- Total 
tax  tax 

1967-68 310'51 3'5'89 636'40 

19511-69 299'77 378'47 678'24 

(96)-70 353'39 448'45 801' 84 

1970-71 . 386' 58 453'06 839'64 

1971-72 488'71- 513'85 locz'S7 

(li) There has also been a steady reduction in the net arrears 
-VIde details below: 

Corpora- Inconu N,t 
Gr JSS d,nJnd outstanding as on, tion Tax Tax Int6r,st Total Arrears 

:3 1-3-1970 z55 534 5z 841 S07 

31-3-1971 183 528 61 772 499 

31-3-197Z 177 543 5 805 439 

619 LS-8 



'(iii) Various steps taken for accelerating tax collection are d .. 

tailed in the Annexure A. 

(jv) A~ regards accuracy in assessments, Board have issued Ins-
truction No. 355, F. 240/3/71-A(PAC) dated 13th December, 1971 
(copy enclosed as Annexure B). 

[Ministry of Finance (Rev. and Ins.) a.M. No. 1 71 A PAC~ 
dated i ~ 

'ANNEXURE 'A' 

(Reply to para 3.24 of PAC's 51st Report, 1972-73) 

Various steps have been taken in the past few years for prompt 
collection of taxes and prevention of taxes from falling into arrears. 
These are detailed belo.w:-

1. DelaJ/s-Elimina.tion of-

n) Vesting of power in the ITO enabling him to complete an 
assessment in the very same year in which a person was 
fUSpected of leaving India and curtailment of period ot 
notice, etc. 

(2) Provision enabling the ITO to complete an assessment in 
the very same year in which a property is suspected to be-
transferred, ~  etc., with a view to avoid tax payment. 

(3) Reduction of period for completion of Income-tax assess-
ments from four years to two years. 

(4) Provision fixing responsibility on a tax payer to estimate 
and pay advance tax. where the same is likely to exceed 
the amD!unt demanded by 33-1\3 per cent. 

(5) Enlarging of the scope of tax deductible at source; in case 
of a certain types of interest, prizes on crossword puzzles 
and lotteries, payments to contractors and sub-contractors. 

(6) Special watch by the Commissioners and the Inspecting 
Assistant Commissiqners on the speedy  services of the 
notices of demand so that the taxes could be collected 
during the same year. 

n. Tightening of Ma.chinery 
(1) Requirement under the law for the production of a certifi-
cate before the ITO by a person going abroad, if he is of 
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non-Indian domicile or a person of Indian domicile DOt 
likely to return to India. 

(2) Directors of a private Ltd. company which goes into liqui-
dation after 1st April, 1962 the date from th€: Act, 1961 came 
into force, are liable in certain circumstances for the tax 
payable by the company. 

(3) Certain transfers of property during the pendency of pro-
ceedings to defraud revenue are (teclareo to be void. 

(4) Payment of interest for late payment of tax. 

(5) Requirement for the production of tax clearance certificate 
before documents for sale of property in excess of Rs. 50,000 
are registered. 

(8) In oder to ensure better collection of tax by deduction at 
source the penalties for failure to deduct and pay tax at 
source have been increased. Section 276B introduced in 
1968, provides for rigorous imprisonment for failure to 
deduct and pay tax. A more vigorous prosecution policy 
was also launched resulting in better collection of tax by 
deductiOlll at source. 

m. Impro1,ement in Organization 

(1) The introduction of the Scheme of Functional Distribution 
of work. Here the collection of taxes is made the specific 
function of one or more Income-tax Officers in the Range 
or District. There are 125 tnco e ta~ Officers attending 
exclusively to the work of the collection of taxes. 

(2) As a result of the swnmary assessment scheme. some 
Income-tax omcers were diverted from assessment to col-
lection and recovery work. 

(3) Prior to 1961 recovery of tax arrears was done by State 
authorities who often failed to evince sufficient interest in 
the collection 0If the Central Revenues. The t961 Act. 
therefore. incorporated a self-contained Revenue Code and 
made provision for the Recovery Officers who could be De-
part ent~l Officers. 84 Tax Recovery officers were sanc-
tioned till 1971. 89 more posts status of Commissioner of 
Income-tax and a number of Additional Commissioners of 
Income-tax are working as Tax Recovery Commissioners. 
Tax Recovery work has been taken over in almost all the 
changes by the Department. 
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To 

Sir, 

liO 

(4) The Commissioners have been direction to use more i or~ 

. . ously the powers to attach the debts, movable properties and 
10 consider sending the defaulter assessees to jail. 

ANNEXURE 'B' 

(Reply to para 3.24 of PAC's 51st Report, 1 7 ~7 ) 

INSTRUCTION No. 355 

F. No. 240/3/71-A&PAC 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, December 13, 1971 

Shri S. Bhattacharya, 

Secretary, Central Board of Direct Taxes 

All Commissioners of Incomeo-tax / Addi tional Commissioners 
of Income tax. 

SUBJIIX:T: Compu.tation of total income-Arithmetical mistakes 
regarding steps to be taken. 

Arithmetical mistakes occurring in: the computation of total in~ 

come are being repeatedly brought to the notice of the Board of 
the C&AG's revenue audit parties. 

2. Some typical mistakes are-

(i) the failure to include in the computation of total income 
certain proposed ackiitions to income discussed in the nar-
rative portion of the assessment order; 

(ii) mistake in totalling the income determined under diffe-
rent beads; 

(lii) adding disallowable items of debit to loss shown or d&-
termined, instead of deducting these; 

(iv) omitting the last digit (mostly a zero) of a number run-
ning into several digits; 

(v) errors in addition, particularly of digits in the fourth or 
fifth place of numerais. 
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3. The Public Accounts Committee while considering the Audit" 

Report for 1970 and 1971 in their last meeting held in October, 1971, 
expressed grave -concern ovc!" the recurrence of the types of avoi-
dable mi'stakes listed above. The Board share their concern and 
feel that the mistakes may well be avoided with proper care in se-
curing arithmetical accuracy. With this end in view, they have 
taken the following decisions: 

(1) Before signing assessment orders, Income-tax officers 
must satisfy themselves about the arithmetical accuracy 
of the total income determined by them. When the total 
income exceeds Rs. 9,999/-. they must write in words, as 
well as figures, the amount of total income. Arithmetical 
mistakes in computation of total income detected later 
in such cases will be treated as instances of gross negllr-
gence on their part. 

(2) The clerks concerned with the calculation of tax must en-
sure that they take the correct total income as determin-
ed by thc Income-tax officers. The Head Clerks/Super-
visors, who are required to check such calculations, must, 
also tally the total income taken for the purpose of cal-
culating the tax with that shown in their relevant asseD-
ment order. If there is any error in transcribing the total 
income, the responsibility will be that of the concerned 
clerks, Head Clerks and Supervisors. 

4. The Board desire you to intimate 'the above mentioned deci-
stons to your officers and members of the staff. 

Yours faithfully, 
Sdf-

(S. BHATI'ACHARYA). 
Secretary, Central BOMd of Direct Tax&!, 

RecommauJatia 

Now that the number of Chartered Accountants has increased con--
siderably, the Committee would suggest that suitable method should. 
be devised to have all returns of income involving more than Rs. 1 
lakh certified by Chartered Accountants subject to appropriate condi-
tions and tenns so that the Income-tax Officers may concentrate at-
tention on broader aspects of determining correctly the tax liability. 
The Committee would like this matter to be examined early by 
Government in consultation with all concerned. 

[Sl. No. 98 and Para 3.28 Appendix to 51st Report of the P .A.C. 
(1972-73) Fifth Lok Sabha] 
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Action Taken 

The Direct Taxes Enquiry Committee (Wanchoo Committee) has 
a'lso made a somewhat similar recommendation in paragraph 2.148 of 
its tinal Report which reads as u·nder: 

"A provision may be introduced in the law making presenta-
tion .of audited accounts mandatory in all cases of busi-
ness or profession where the sale/turnover/receipts ex-
ceed Rs. 5 lakhs or the profit before tax exceeds 

Rs· 50,000. A' form" of audited report may be pres-
cribed, taking due note of the manner in which docu-
ments, records and books are maintained in the non-cor-
porate sector. Auditor's report should include, among 
other things-, pertinent information like the following: 

1. Scope of examination-whether full check, test-check or 
more reconciliation-in order to satisfy that purchases, 
sales, income and expenses are properly accounted for 
and balance-sheet is properly drawn up. 

2. Nature of security offered for obtaining secured loans. 
Particulars of security not recorded or accounted for 
in the books to be 'stated. 

3. Computation of admissible allowance by way of del- o:e-
ciation. . 

4. Brief particulars of expenditure on entertainment, ad-
vertisement, guest houie, etc., and the amount, if any, 
disallowable under section 37 of the Income-tax Act, 
19tH. 

5. Particulars of expenses in respect of whi'Ch payments 
have been made to directors, partners or persons sub-
stantially interested in the concern and their relatives. 
The amount, if any, not deductible under sections 40 
and 40A of the Income-tax Act, 1961. 

6. Particulars of amounts, if any, chargeable as profits 
under section 41 of the Income-tax Act, 1961. 

7. Particulars of payments in respect of which Income-tax 
has not been deo3ucted at source and paid in accordance 
with the requirements of sections 192-200 of the In-
come-tax Act, 1961. 

The Government may also, in due course, envolve a proforma 
of information to be funlished by the auditors which 
would facilitate completion of assessments." (Recmn. 94). 
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The above recommendation of the Wanchoo Committee is cur· 
rently under examination by Government and, if accepted, would 
be implemented through a Bill to be introduced in the current Bud-
get Session of the Parliament. If a provision is made in the Income-
tax Act on the lines recommended by the Wanchoo Committee, it 
would also substantially meet the suggestion contanied in paragra-
ph 3.28 of the Fifty-first Report of the Public Accounts Committee 
-quoted above. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 23114173-
A&PAC dated 7-6-1973]. 

Further Infonnation (SI. No. 98) 

Item No. 48: Clause 39 of the Taxation Laws (Amendment) Bill 
meets this pOint by seeking to amend suitably section 139 of Income-
tax Act, 1961. 

RecommendatioD 

The Committee note with some satisfaction that the effective 
.arrears of tax demand (excluding the demands not fallen due) came 
down to Rs. 61)9.55 crores as on 31st March, 1971 from Rs. 682.56 
crores as on 31st March, 1970. The Committee were informed that 
for the first time in 1970-71 the growth of arrears has been arrested. 
During the last three years collections from arrears demand has 
risen Irom Rs. 101 crores to Rs. 129 crores, while the total collec-
tion (both arrears and current) increased from 67& crores to Ra. 
801 crores and Rs. 830 crores. The Committee stress that no e~ort  

should be spared to recover the arrears. 

[S1. No. 99 and Para 4.48 of Appendix to 51st Report of the 
P.A.C. (1972-73)]. 

Action raken 

The observations of the Committee have been noted. 

lMinistry of Finance (Revenue and Insurance) OM No. 231/5/71-A 
& PAC, dated 2-3-1973]. 

Recommendation 

It is significant that a sizable amount of arrears continued to be 
o()ut3tandmg, inspite of introduction of systems of deductions at 
lIIource, payment of advance tax and self assessment. The Finance 
Secretary.agreed during evidence that these measures should ha\'. 
resulted in narrowing the difference between the demands and col-
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lection and he promised to investigate the matter. The Committee-
desire that this question should be thoroughly examined with a 
view to taking effective measures without delay to obviate accumu-
lation of cuuent demands. 

[81. No. 100 and Para 4.49 of Appendix to 51st Report of the-
P.A.C. (1972-73)]. 

Action Taken 

The Ministry are seized of the problem of arrear demands re-
maining o t~tan in  fm' long. Studies were conducted by the Di-
rector of Inspection (RS&P) in arrear cases involving outstanding 
demands of R,. 5 lakhs or more to spot light the causes for large 
arrears and possible remc-jies. The Wanchoo Committee has also 
gone into this matter at length and suggested remedial measures .. 
These are under consideration of the Government. 

Various steps taken for accelerating the collection are detailed 
in Annexure 'A' to the Ministry's reply to Para 3.24 of this report. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/5/71-
A&PAC dated 6-5-1973]. 

Further Information (SL No. 100) 

(i) The sample study was conducted with results as per details 
given in the Annexure 'A'. 

(u) The position is elucidated in Annexure 'B'. 

ANNEXURE 'A' 

A sample study of 50 cases with arrears demand exceeding Rs. ~ 

lakbs in each cases was conducted by the DI (RS&P). The results 
ef this study are given below:-

(a) ~ per cent of the total sample involving 52.9 per cent of 
the gross outstanding demand related to cases where assets 
had been attached but their disposal had been held up be-
cause of legal and otherdiftlculties. 

(b) Since this category of cases accounted for more than 50 per 
cent of the gross demand outstanding, a further study was 
undertaken with & view to identifying the reasons for the 
legal and other difficulties. This study revealed that 57·99 
per cent of 52.9 per cent of the gross demand i.e., 30.6 per 
cent of the gross demaJIlj was outstanding due to the reco-
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very proceedings having been stayed by High Courts and 
the Supreme Court, consequent to the filing of writ peti-
tions by the assessees. 

(C) In as many as 33.62 per cent of 52.9 per cent i.e. 17.8 per 
cent of the cases, the department had filed appIlcations to 
become party to petitions already filed by the creditors for 
winding up the affairs of the assessees. 

(d) The net result was that in cases involving 48.4 per cent 
(30.6 per cent+17.8 per cent) of the gross demand out-
standing, there would be no progress till the cases pending 
in courts were decided. 

The results achieved from these studies show that a substantial 
portion of our arrears are outstanding because our judicial system 
is no longer able or geared to cope with the huge arrears of tax cases 
that are pending before them. It is also a fact that with the advances 
in education, experience and wealth. the tax payers are becoming 
conscious of the financial advantages of going to a High Court or the 
Supreme Court and delaying Income-tax proceedings. Under the 
present judicial system, even simple cases of litigation can be pro-
longed for a decade. With this end in view, tax payers prefer to go 
to Court rather than adopt other means to settle their differences 
with the Income-tax Department. Action On the results of this study 
was deferred as the Wanchoo Committee was also going into this 
matter and their recommendations could be awaited The Commit-
tee in their Report, since submitted. has suggested remedial measures 
which have been considered vide details in Annexure 'B'. 

'ANNEXURE 'B' 

The following provisions for reduction of tax arrears and prevent-
ing accumulation thereof have been included in the Ta~ation Laws 
(Amendment) Bill, 1973 on the basis of the Wanchoo Committee's re-
commendations which is now before the Select Committee. 

(i) Automatic lien: Section 281 of the Income-tax Act is being 
amended so as to provide that if a person transfers any of his assets 
exceeding Rs. 10,000 in value during the pendency any proceedings 
or, without paying the tax makes any such transfer after the comple-
tion of any proceedings and before notice by the Tax Recovery om-
cer, such transfer shall be void unless made for adequate consideration 
and without notice of the pendency of the preceedings or of the tax 
payable. 
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Under gection 281 of the Income-tax Act, as it exists at present, 
only transfer made during the pendency of any proceedings under 
the Act with the intention to defraud the revenue are to be treated 
as void. Under the proposed amendment, the intention to defraud 
revenue need not be established in order to render void the creation 
of any charge or transfer. 

(ii) Provisional attachment: A provision is being made enabling 
the income-tax and wealth-tax authorities to levy provisional attach-
ment on the assets of a tax-payer whose case is under investigation 
even before tax demand is actually raised against him. 

(iii) Transfer of assets to spouse or minor child etc.: Under clause 
55 of the Amendment Bill, an Explanation is sought to be introduced 
in section 222(1) to provide that the assessee movable or immovable 
properties shall include properties transferred to the spouse. minor 
child, son's minOr child or son's wife, otherwise than for adequate 
consideration; and that such movable or immovable properties could 
be attached and sold for recovery of any arrears of tax due from the 
assessee. 

(iv) Simu.ltaneous recovery by mOTe than one Tax Recovery Offi-
cer: The amendment proposed to be made to sub-section (2) under 
elause 56 of the Amendment Bill enables the Tax Recovery Officer to 
send the certificate, or a copy thereof to another Tax Recovery Officer 
within whose jurisliiction the assessee resides or has property, with-
out first exhausting all the avenues available to him in respect of the 
property; within his jurisdiction which he has to do at present. 

(v) Acqu.isition. of prCYperty at cost below the reserve price: Rule 
59 of the Second Schedule is being amended so as to provide that 
where the sale of a property lor which a reserve price has been spe-
cified in the first auction, has been postponed for war of a bid of an 
amount not less than such reserve price, the Income-tax Officer can. 
on any subsequent sale, when no reserve price has been specified. "-
bid for the property and acquire it his bid is the highest, even though 
it may be below the earlier reserve price. 

(vi) Payment of undisputed tax· before appeal: Payment of tax 
on the basis of the return or the amount which he should have paid 
as advance tax is proposed to be made a condition precedent for filing 
an appeal before the Appellate Assistant Commissioner. However, 
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in appropriate cases, the Appellate Kssistant Commissioner will be 
~powere  to waive this requirement. 

(vii) Prosecution for wilful attempt to evade payment of tax: 
Persons who wilfully attempt to evade payment of ta,x will be liable 
to prosecution. 

(viii) Pre-assessment instructions to Income-tax Officer: The In&-
pecting Assistant Commissioners of Income-tax are being authorised 
-to call for the records of any case on his own motion or on reference 
by the Income-tax Officer or on petition by the assessee before an 
assessment is finalised and to issue such directions as he considers 
fit for the completion of assessment. 

(ix) Issue of draft assessment orders etc. where large additions 
-or disallowances are proposed: The Income-tax Officers will be re-
.quired. to send draft assessment orders to tax payers in all cases in 
which additions disallowances proposed to be made exceed the 
limits prescribed by the Board. Such limits shall not be fixed at less 
-than Rs. 25,000 for any area. 

Recommendation 

The effective arrears included irrecoverable dues amounting to 
Bs.47.91 crores at the end of 1969--70 and Rs. 56.6 crores at the end of 
19"/0-71. The Administrative Reforms Commission observed that "no 
useful purpose is secured by keeping these in the books as irrecover-
.-able arrears" and that, "action should be taken for expediting writing 
off of outstanding demands if they are found clearly to be irrecover-
able". The Committee were informed that the Zonal Committees 
were constituted in 1968 to go through such cases and they were re-
.quired to meet onCe in two months to accelerate the pace of writin, 
-011. The Committee were not furnished with figures regarding num-
'her of cases reviewed by the Zonal Committees from 1968-69 onwards 
and recommended for write off. The Committee recommend that III 
order to watch the progress of work done by Zonal Committees, the 
Board should get necessary returns periodically which should be pro-
perly scrutinised in the interest of speeding up work. 

[S1. No. 101 and Para 4.50 of Appendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok Sabha] 
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ActiOD TakeD 

The figures relating to the progress of work done by the Zonal 
Committee from 1968-69 onwards are given below; 

Year No. of No. ('{ 

1968-69 

1969-70 

1970-71 

1971-72 

cases 
reviewed 

63 

106 

91 

69 

('lIse s re-
commC'nd,. 
cd for 
wri tl." off 

So 
80. 

70 

61 

As regards the Committee's recommendation that the Board 
should watch the progress of work done by the Zonal Committee and 
get necessary returns periodically instructions have been issued on 
1st March, 1973 vieLe Board's F. 38519173-IT (B) (Copy attached). 

From 

To 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/ 
5/71 A&PAC dated 6-5-19'.3] 

INSTRUcnON NO. 5Zt. 

F. No. 385/9/73-II(B) 

CENTRAL BOARD OF DIRECT TAXES 

Dated, New Delhi, the lit March, 1973 .. 

The Director. 
Central Board of Direct Taxes. 

All Commissioners of Income-tax and 
Additional Commissioners of Income-tax. 

Dear Sir, 

SVBJECT; P.A.C. (1972-73)-51st Report Para 4.50-(Fifth LoJ{ 
Sabha)-Progress of the work done by the Zonal. 
Committees relating to write off-

The Public Accounts Committee while reviewing the work done 
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by the Department during the year 1971-72 have made the following 
,recommendations in their 51st Report, para 4.50:-

"Para 4.5O-The effective arrears included irrecoverable dues 
amounting to Rs. 47.91 crores at the end of 1969-70 and 
Rs. 56.6 crares at the end of 1970-71. The Administrative 
Reforms Commission observed that "no useful purpoSe is 
secured by keeping these in the books as irrecoverable 
arrears" and that, "action should be taken for expediting 
writing off of oustanding demands if thev are found clear-
ly to be irrecoverable." The Co ttt~e were informed 
that the Zonal Committees were constituted in 1968 to go 
through such cases and they were required to meet once 
in two months to accelerate the pace of writing off. The 
Committee were not furnished with the figures regarding 
number of cases reviewed by the Zonal Committees from 
1968-69 onwards and recommended lor write off. The 
Committee recommend that in order to watch the pro-
gress of work done by Zonal Committees, the Board 
should get necessary returns periodically which should be 
properly scrutinised in the interest of speeding up work." 

2. Vide para of Board's circular letter F. No. 16cl59I68-IT(B) dated 
16th October, 1968, the Zonal Committees are required to meet ordi-
Darily once in three months for reviewing cases of arrear demands 
exceeding Rs. 1 lakh and make necessary recommendations for the 
write oft'/selling down of irrecoverable portions of such arrears. It 
appears that sufficient interest in this regard is not being taken as 
very few cases of write off processed through the Zonal Committee 
have been received in the Board during the year 1972-73. The Board, 
therefore, desire that the Commissioners should pay personal atten-
tion to this aspect of the work. An annual statement showing the 
progress of work done by the Zonal Committee should be sent by 
15th April to the D.I. (RS&P), in the enclosed proforma. 

Yours faithfully, 

Sd./-S. N. NAUTIAL, 

Director, 

Central Board of Direct Taxes. 

1. Copy to the Directorate of Inspection (RS&P), New Delhi in 
continuation of Board's letter F. No. 16c/59/68-IT(B) dated 16th 
October 1968 for information and necessary action. The annual state-, 
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ment should be collected and sent to the Board alongwith their com-
ments by the 15th May, each year. 

2. Bulletin Section of the D.I. (RS&P), New Delhi, 3 spare copies.. 

Sdf- S. N. NAUTIAL. 
Director._ 

Central Board of Direct Taxes... 

PROFORMA 

Total amount outstandin& 

(I) 

No. of meeting. of the Zonal 
COmmittee· held during the year 

Crops ripe for being placed Cases placed befefe 
before the Zcnal Committee. the Zonal Crmmittce 

No. of cases Amount No. of cases Am.olUlt 
involved invelvcd 

(2) 

No. of cases ooJ'\sidered 
by the Zonal Ccmmittee 

No. of 
cases 

Amowlt 
involed 

Cases cut of Col. (5) 
which were reCfmmend-

ed by the Zonal Ccm-
mittee fer write eft 

No. of 
cases 

Amount 
involved 

(4) (S) (6) 

Cases out of'CoI. (5) which were Cases which cculd net be 
not recommended for write elf ccnsidered by the Cern-

No. 0 cases A.mount 
involved 

No of 
cases 

mittee 

Amount 
involved 

(8) 

Recommendation 

Brief reuons IS to 1\ ''Y 
the Zcnal Cemmittec 
could not consider the 
cases mentioned ill <All. 8:; 

The Committee wish to reiterate the observations of the Admini-
strative Reforms Commission that outstanding demands should be-
written oft' only if they are found clearly to be irrecoverable after· 
exhausting all avenues open to the Department. 

[S1. No. 102 and Para, 4.51 of Appendix to 51st Report of the' 
P.A.C. (1972-73)]. 

Action Taken 
According to Schedule VII of the Compilation of the Delegation, 

of Financial Power Rules 1958, Commissioners of Income-tax have' 
full powers to write off irrecoverable balance of income-tax demands 
subject to a report to the next higher authority. Powers of wl'ite oft 
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have also been delegated to the other authorities of the Department 
as under:-

I. Inspecting Allistt. Ctmuniw()J1er of lna-me-tu • Upto Its. 2(;00/- in each. 
cue. 

2. Income-tax Officer Class I • UplO RI. 250/- Ul cacla 
cue. 

3. Income-tax Officer Class-II • Upto RI. 100/- in each 
case. 

Although the Income-tax authorities thus have powers of write 
off with a view to accelerating the pace of write off and to see that 
the write otfs should be resorted to only in those cases wl1cre there 
are absolutely no changes of recovery and all the avenues of recovery 
have been exhausted, the system of scrutiny of such cases by special-
ly constituted Committees has been introduced by the Government. 
50 far as the case of write off of outstanding demands not exceeding. 
Rs. 1 lakh in each case are concerned, these are to be considered by 
a local Committee constituted in each Commissioner's charge with 
effect from 1st January, 1970 and consisting of the Commissioner of 
Income-tax, the Inspecting Assistant Commissioner of Income-tax 
concerned and the Income-tax Officer concerned. All cases between 
Rs. 2000 and one lakh are required to be examined first by this Com-
mittee and on the basis of the recommendations made by it, neces-
sary orders for write off are passed by the appropriat~ authority of 
the Income-tax Department. In cases where' the demand involved is 
Rs. 1 lakh or more, the Commissioner is required to obtain the prior 
approval of the Board. Such cases are examined first by a Zonal 
Committee introduced in October, 1968 and consisting of three Com-
missioners in the Zone. One of the three can be an Additional Com-
missioner of Income-tax. The Commissioner concerned thereafter 
forwards the recommendations of the Zonal Committee to the Direc-
tor of Inspection (R5&P), New Delhi in respect of cases recommended 
for write off. The Director of Inspection is required to examine the 
Write' off proposal and forward the same to the Board with his for-
warding comments. The Committee's proposal and the D.I.'s for-
warding comments alongwith the original records of the case are 
then examined by two Directors/Dy. Secretaries in Board's Office 
with reference to the case records. If the amount involved is less 
than Rs. 5 la.khs, the papers are placed before the Member of the 
Board, and if he approves, his instructions for write off are conveyed 
to the Commissioner of Income-tax. In cases the demand involved 
is more than Rs. 5 lakhs, the Committee's recommendations are con-
sidered by the full Board. Cases involving a dema:no of more than 
Rs. 25 lakhs for write off are submitted to the Finance Minister. 

[Ministry of Finance (Revenue and InsunIDce) O.M. No. 231/ 
5/71 A&PAC dated 6-5-1973]. 
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Recommendation 

The Committee find that the number of cases under the appeal 
before the Appellate Assistant Commissioners in which tax was stay-
ed increased from 6,667 (involving tax of 3'4.64 crores) to 7.130 cases 
as on 30th June, 1970 (involving tax of Rs. 53.S6 crores). This is in 
spite of the fact that the Department has taken some steps for ex-
pediting the disposal of the a.ppeals pending before the Appellate 
Assistant Commissioners such as increasing the number of Appellate 
Assistant Commissioners such as increasing the number of Appellate 
1ake up large demands cases for out of turn disposal etc. The cases 
in which tax was stB.yed by the Income-tax Tribunals increased from 
'9OS (involving tax of Rs. 9.48 crores) as on 30th June, 1969. to 1,127 
(involving tax of Rs. 16.35 crores) as on 30th June, 1970. in spite of 
·certain measures taken by the Ministry of Law. The Committee de-
sire that the number of pending appeals with the Appellate Assistant 
Commissioners and Tribunals should be kept under watch and fur-
ther necessary steps taken to speed up disposal of the pending ap-
peals. 

[51. No. 104 and Para 4.53 of Appendix to 51st Report of the 

P.A.C. (1972-73)]. 

Action Taken 

The pendency of appeals before the Appellate Assistant Com-
missioner and the income-tax Appellate Tribunal is constantly 
under review. Various steps have been taken and are being taken 
from time to time for expediting disposal of appeals pending before 
them. 

2. Apart from generally directing the Appellate Assistant Com-
missioners to dispose of "old appeals" and "appeals involving big 
demands" on priority basis. the Commissioners of Income-taxI Addi-
tional Commissioners of Income-tax have been requested to furnish 
1ists of cases involving large demands to the Appellate Assistant 
'Commissioners and to the Benches of the Income-tax Appellate Tri-
bunal requesting them for ea.rly hearing of these appeals. The juris-
·diction of the Appellate Assistant Commissioners have recently been 
reol'ganised into important and comparatively less important Ranges 
with the specific object of stepping up the disposal of large demand 
cases in one ca,tegory of Ranges and to facilitate bulk disposal of 
-comparatively small cases in the other category of Ranges. With 
these measures and the increase in the strength of the Appellate As-
sistant Commissioners as compared to the preceding years, the posi-
tion is expected to improve. 
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3. Unfortunately, owing to litigation for seniority between two 

groups Q£ officers, it has not been possible to fill in a fairly large 
number of posts of Appellate Assistant Commissioners by promotion, 
but matters are moving ahead and it is hoped to fill in these posts 
before long. The Ministry of Law is also being requested to take 
further appropriate action in the matter of accelerating the pace of 
disposal of the pending appeals before the various benches of the 
Tribunal. More recently, they have added 8 more benches for in-
creasing output. 

[Ministry of Finance (Revenue and Insurance) C.M. No. 231/ 
5/71 APAC dated 24-3-1973]. 

Recommendation 

The Committee note that in pursuance of their earlier recommen-
dation, the Commissioners had informal discussion with the Chief 
Justices of many States regarding constitution of additional or spe-
cial benches to dispose of Income-tax cases pending before the courts. 
The Committee have been informed that the response from some of 
the Chief Justices was, quite favourable. The Committee desire that 
efforts should continue to be made in this direction. The Committee 
appreciate the Ministry's point that there is accumulation of work 
before the High Courts and Supreme Court and the Law Commission 
have recommended that the strength of High Courts may be increas-
ed wherever necessary. The Committee trust that Government will 
take suitable action on the recommendation of the Law Commission 
in the interest of more expeditious disposal of pending Income-tax 
cases. 

[S1. No. 105 and Para, 4.54 of Appendix to 51st Report of the 
P.A.C. (1972-73)]. 

Action Taken 

The matter pertains to the Ministry of Law and the extracts on 
the recommendations contained in the above-noted para have been 
forwarded to that Ministry. Further action will be taken by them. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/ 

5/71 APAC dated 24-3-1973]. 

Recommendation 

The Committee find that as on 31st March, 1970 tax amounting to 
Rs. 23.55 crores had been stayed by the Departmental officers pend-
ing disposal of appeals. The Committee were informed that under 

619 LS-9 
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section 220(3) of the Income-tax Act. the Income-tax Oftlcer has en.. 
cretion to extend the time for payment of tax or allow payment by 
instalment. During evidence, the Finance Secretary agreed that there 
should be a review by another officer to see whether the discretion 
has been properly exercised by the Inc.Qme-tax Officers. The Com-
mittee were informed that a random check of cases in which the 
stay of demand had been permitted by the Income-tax Officers was 
proposed to be undertaken early in the current financia,l year. Con-
sidering that a sizeable amount of tax has been stayed by the Income-
tax Officers, the Committee desire that the review should be com-
pleted expeditiously, and the Committee informed of the result and 
action taken in pursuance thereof, if any, 

The Committee find that an interest of Rs. 51.50 crores is includ-
ed in the total gross arrears of Rs. 840,70 crores. The amount out-
standing pertaining to the period 1959-60 and the earlier years as on 
31st March, 1970 was Rs, 62.29 crores. Interest at 9 per cent under 
Section 220(3 on the outstanding of Rs· 62.29 crores for the period 
from 1959-60 to 1969-70 i.e. for the period of 11 years ~r  out to 
Rs, 62 crores, Even without taking into account (i) the arrears of 
1960-61 and for the subsequenf years and (ii) interest leviable under 
various other Sections of the Act on arrears of Rs. 62.29 crores relat-
ing to 1959-60 and earlier years, interest of Rs. 62 crores was le i~ le. 

The Chairman, Central Board of Direct Taxes admitted that "some 
officers charge interest and some do not". They await till the Whole 
tax is recovered. The Board have given instructions but they do not 
seem to be complied with. The Finance Secretary agreed to the 
suggestion that the calculation of interest on arrears of tax demands 
of over Rs. 1 lakh each could be checked to see whether it had been 
correctly done. The Ministry have intimated subsequently that this 
check would be undertaken in the beginning of the current financial 
year, The Committee desire that the review of the calculations of 
interest of tax demand of over 1 lakh should be completed expediti-
ously and the result intimated to them, The Committee also desire 
that the Board should ensure that the instructions issued by them 
from time to time regarding charging of interest are complied with 
by the Income-tax Officers and the Tax Recovery Officers. 

[SI. Nos. 103 & 106 and Paras 4.52 and 4,55 of Appendix to 51st 
Report of the P.A.C, (1972-73) Fifth Lok Sabha]. 

Action Taken 

The Board have addressed the Commissioners of Income-tax ask-
ing them to undertake the reviews as desired by the Committee. The 
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results will be intimated in due course. The Commissioners' atten-
tion has been drawn to Board's Instructions about charging of inter-
est. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/ 
5/71-A&PAC dated 19-4-1973]. 

Further Information (Sr. No. 103) 

In Ministry's earlier reply on this item regarding information for 
para 4.52. sent vide Office Memorandum dated 15th November. 1973. 
it was stated in the Annexure that with the exception of two cases, 
the Income-tax Officers exercised the discretion properly. On fur-
ther scrutiny it has come to the light that one of the two cases as 
mentioned in Ministry's earlier reply does not fall under section 
220(3) of Income-tax Act, 1961 and that it is a case where tax reco-
very certificate has been issued. The Annexure may. therefore, please 
be substituted by the Revised Annexure sent herewith. The incon-
venience caused is very much regretted. 

REVISED ANNEXURE 
PClrG 4.52 

The recommendations of the P .A.C. was that there should be a 
revieYl by another oftlcer in cases where the Income-tax Officer had. 
either allowed payment of tax by instalments or had extended the 
time for payment of taxes. 

"It is reported by all the Commissioners of Income-tax that 
the Inspecting Assistant Commissioners have made a ran-
dom check of the cases in which the Income-tax Officers 

have granted facility under section 220(3) to the assessee 
for payment of taxes. With the exception of one case, the 
Income-tax Officers have exercised the discretion properly. 
In one case of Delhi (Central) Charge for assessment year 
1968-69, the entire demand was stayed by the Income-ta.x 
Officer instead of staying the disputed demand only. The 
Income-tax Officer was directed by the Commissioner of 
Income-tax to review the stay order and collect the un-
disputed tax Immediately. The order has since been re-
viewed by the Income-tax Officer a.nd the assessee (Smt. 
Pushpinder Kaur of Delhi) has been directed to clear the 
undisputed demand of Rs. 40,000 out of a total demand of 
Rs. 1,12,000. The balance demand viz. Rs. 72.000 which 
is disputed has been stayed by the Income-tax Oftlcer 
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pending decision of appeal by the Appellate Assistant Com-
missioner of Income-tax." 

Further Information (Sr. Nos. 103 and 106) 

Necessary reviews have been conducted in all the Commissioners' 
charges vide details given in the Annexure which shows the results 
of the review and action taken. 

ANNEXURE 
Para 4.52 

The recommendation of the P.A.C. was that there should be a 
review by another officer in cases where the Income-tax Officer had 
either allowed payment of tax by instalments or had extended the 
time for payment of taxes. 

It is reported by all the Commissioners of Income-tax that the 
lACs have made a random check of the cases in which the Income-
tax Officers have granted facility under section 220 (3) to the assessees 
for payment of taxes. With the exception of two cases, the ITOs 
have exercised the discretion properly. In one case of Delhi (Cen-
tral) Charge for assessment year 1968-69, the entir~ demand was stay-
ed by the Income-tax Officer instead of staying the disputed demand 
only. The Income-tax Officer was directed by the Conunissioner of 
Income-tax to review the stay order and collect the undUputed tax 
immediately. The order has since been reviewed by the ITO and the 
assessee (Smt. Pushpinder Kaur of Delhi) has been directed to clear 
the undisputed demand of Rs. 40,000 out of a total demand of 
Rs. 1,12,000. The balance demand viz. Rs. 72,000 which is disputed. 
has been stayed by the Income-tax Officer pending decision of appeal 
by the Appellate Assistant Commissioner of Income-tax. In another 
case of Madras (Central) Charge, an order passed by the Income-
tax Officer for givinp: t.ime for payment of! tax due from a firm and 
its five partners was found to be irregular. It has since been revok-
ed. ~ 

Para 4.55 

It was pointed out by the P.A.C. that interest at 9 per cent under 
section 220(2) on the outstanding demand of Rs. 62.29 crores pertain-
ing to the period 1959-60 to 1969-70 works out to Rs. 62 crores which 
was not levied. 

In this connection it may be noted that the rate of interest was 
not uniform at 9 per cent from 1959-60 to 1969-70. For all demands 
which became due prior to 1st April, 1962, no Interest was charge-
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able. For the subsequent years. the rate of interest ufos 220(2) of 
the IT. Act, 1961 for different period is as under: 

(a) From 1st April, 1962 to 31st March. 1965-4 per cent. 

(b) From 1st April. 1965 to 30th September. 1961-6 per cent. 

(c) From 1st October. 1967 to 31st March. 1972-9 per cent. 

It was also suggested by the P.A.C. that there should be a review 
of calculation of interest u/s 220(2) on arrears of tax demand of over 
Rs. 1 lakh and the result intimated to them. 

All the Commissioners of Income-tax have reported that a review 
on the above lines has been conducted and the total amount of addi .. 
tional interest levied as a result of review by different Commissioner's 
of Income-tax works out to Rs. 1,57,17.075. In addition to this, in 
one case of Rajasthan Charge. interest u/s 220(2) recoverable upto 
31st March, 1973 was Rs. 51.726 out of which a sl1m of Rs. 7,457 only 
was included in the recovery ceImftcates. The balance interest of 
Rs. 44,269 has not been levied so far and is recoverable by the Tax 
Recovery Officer while executing recovery proceedings. Necessary 
instructions in this regard have been issued to the Commissioner of 
Income-tax. Rajasthan. 

Reeommendation 

The Committee note that the work regarding taking over of tax 
recovery work from the State Govenlments has been completed in 
aU the Commissioner's charges except West Bengal, Madhya Pradesh, 
Uttar Pradesh. Orissa and Bihar where it has been taken over partly. 
The Committee trust that the work in the remaining charges would 
be taken over as early as possible. The Committee would like to-
know the pr'Ogress made in this behalf. The Committee hope with 
the taking over of tax recovery work there would be proper co-
ordination between the Tax Recovery Officers and the Assessing' 
Officers. The Board should closely watch the impact of taking over 
this wOl"k on the arrears of tax demand and take necessary measures. 
tq impr'Ove the syst"em. 

[S1. No. 107 and Para 4.56 of Appendix to 51st Report of P.A.C .. 
(1972-73)] .. 

Recovery work has been taken over by the Income-tax Depart-
ment in all the Commissioners' charges in I.ndia except West Bengal. 
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where it has been taken over only in the District of 24-Parganu 
excluding such areas as fall within the Calcutta Municipal limits 
and in Calcutta Municipal Wards No.1 to 100. Steps are, however, 
being taken to take over the recovery work in the rest of the West 
Bengal charges also. The other observations of the Committee 
have been noted. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 23115/71 
APAC dated 7th March, 1973]. 

Recommendation 

The Committee suggest that the Department should consider the 
feasibility of proposing amendments to the law on the lines prevalent 
in the United States by which tax due including interest, penalty 
etc., could be given a lien on the property of the assessee so that he 
could not escape tax by transferring the property. 

During evidence the Finance Secretary agreed with the com.-
mittee that there was a need to increase the present rate of interest 
of 9 per cent payable to Government by the aS$essees for 
delay in payment or short payment of advance tax, delay in filing 
returns etc., so that it may act as a real deterrent to the assess("es 
who fail to comply with the statutory provisions. The Committee 
are glad to note that in the Finance Act, 1972 passed subsequently. 
this suggestion of the Committee had. been cal"ried out and the rate 
of interest raised to 12 per cent in the Income-tax, Wealth-tax and 
Gift-tax Acts. 

[S1. Nos. 109 and 110 and Paras 4.58 and 4.59 ~  the Appendix to 

51st Report of the P.A.C. (1972-73)]. 

Aetioa takeD 

The recommendations of the Committee are under the l4ini8-

try's consideration. 

4.59. The Committee's observations have been noted. 

[Ministry Of Finance (Rev. & Ins.) O.M. No. 23115/71-

APAC dated 6th May, 1973]. 

Further IDformatioD (Sr. No. 109) 

Reference is invited to clause 75 of the Tautien Laws (~n
T ~ Bill, 1973 which seeks to amend aection 281 of Income-tax 
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Act, 1961 suitably in this behalf; the Bill is now before the Sele t 
.  t C Commlt ee. 

Recommendation 

The Committee note that the number of cases in which 
prosecution for concealment of income was launched was 23 in 
1968-69, 40 in 1969-70 and 24 in 1970-71. The Committee are of the 
view that these figures of prosecutions are unimpressive when com-
pared with tho..:: number of cases in which penalties were imposed.. 
The Direct Tax Enquiry Committee have recommended that the 
Department should completely reorient itself to a more vigorous 
prosecution policy in order to instil wholesome respect for the 
tax laws in the minds of the tax payers. Where there is a reasonable 
chance of securing a conviction, the tax dodger should invariably 
be protiecuted. The Committee desire that effective measu'res should 
be ta l~n by the Department to ensure that prosecutions are laun-
ched in all suitable cases So that this may act as deterrent to tax 
evasiJn. 

The Committee find that convictions could  be obtained only 
in four cases in 1968·69 and three cases in 1969-70. The punishments 
awarded in these cases were nominal, such as fines for imprison-
ment ranging from one day to six months. According to the Law 
amended from 1st April, 1964 the minimum imprisonment was six 
~nth  and maximum two years. The Committee were informed 
that unless the maximum imprisonment was fixed as three years or 
more the provisions of the First Offender's Act can be invoked. The 
Committee desire that the question of enhancing the provision of 
imprisonment under the Income tax Act may be carefully examined 
and ne::essary amendment to the Act made. 

[S1. Nos. 111, 112 and Paras 5.10, 5.11 of Appendix to 51st Report 
of the P.A.C. (1972-73)-Fifth Lok Sabha] 

Action taken 

The Department has been making continuous eftorts to see 
that prosecution is launched in all cases where there is sufficient 
evidence. The total number of cases apprOVed during the current 
financial year is ·50'. J,t is hoped that the number would increase in 
future. To achieve good results certain administrative measures are 

also under consideration. 

The matter is W1der consideration of the Government. 

[Ministry of Finance (Rev. and Ins.) O· M. No. 231/11/71-APAC 
dated 2nd April, 1973] 
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Further Information (Sr. No. 111) 

Statistics of proposals for prosecution approved and prose-
cutions launched during the years 1971-72, 1972-73 and 1973-74 
(upto 31-10-197'3) are given below:-

1971-72 1972-73 From 1-4-73 
to 31-10-73 ----- ---_. --_.-

Proposals approved by the Board IS :0;0 27 

Prosecutions launched 13 30 12; 

It will be seen that there is improvement in the proposals ap-
proved and prosecutions launched in 1972-73 and during the first 
7 months in 1973-74. A number of proposals are still being pro-
cessed. 

The following measures have recently been taken by the Govern-
ment to achieve better results in the matter of prosecution:-

(1) A Joint Secretary's post has been created in the Depart-
ment of Revenue & Insurance who will devote a good 
part of his time to prosecution cases; 

(2) A full time officer of the rank of Assistant Commissioner 
of Income-tax designated as O.S.D. (Legal) has been 
appointed in Directorate of Lnspection (Investigation) for 
scrutilnising prosecution proposals received from the 
Commissioners for administrative approval and also for 
expediting the cases which are now under process with 
the various Commissioners of Income-tax; 

(3) The question of strengthening the Intelligence wing of 
the Income-tax Department at Bombay, Calcutta and 
Madras is under consideration; and 

(4) Emphasis is now being given in the course of training 
of officers, both initially and while undergoing refresher 
courses, to the theory and practice of prosecution. For 
this purpose a training monograph has been brought out 
by the DirectOT of Training. 
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To 

Sir, 

t,u 

F. No, 58/74/67-IT(Inv) 

GoVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

COpy 

New Delhi, the 5th September, 1967_ 

The Secretary, 

Central Board of Direct Taxes. 

All Commissioners of Income-tax. 

SUBJECT: -Expeditious disposaZ of disclo81.We-cases under section 
271 (4A). 

Complaints have been received that sometimes there is con-
siderable delay in disposal of cases of voluntary disclosure under 
section 271(4A) of the Income-tax Act, 1961. 

2. While it is appreciated that sometime is bound to be taken in 
cases, where prolonged enquiries are needed, there will be a number 
of other cases where, with prompt attention from the Commissioners, 
the cases would be disposed of expeditiously. You are, therefore, 
requested to scrutinise all Pending cases and dispose of as many as 
possible without delay. A proper watch should be kept in applica-
tions under Section 271 (4A) sent to the Income-tax Officers for report 
and, except where pI'lolonged enquiries are needed, the reports should 
be obtained from the Income-tax Officers and cases disposed of 
quickly. 

3. A quarterly statement of ·voluntary disclosure of income 
under section 271(4A) is already being sent' by you in response to 
Board's letter No. 16/15/65-IT(Inv) dated 16th March, 1965. For 
the quarter ending 30th September, 1967 onwards an annexure in 
the form given below be sent along with the quarterly statement. 

Yours faithfully, 
Sd/- G. R. Hegde, 

Secretary, Central Boa/rd. of Direct Tues. 
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PROFORMA 

'Statement for the quarter ending----------_ 

(1) Number of voluntary disclosure cases pending with 
Commissioner of Income-tax at the commencement of the 
quarter. 

(2) Number of cases received during the Quarter. 

(3) Total 

(4) Number disposed of during the quarter. 

(5) Balance at the end of the Quarter. 

(6) List of cases, pending at the end of the quarter for more 
than six months, with brief reasons. 

Further Information (Sr. No. 112) 

Jtem No. 54-The Taxation Laws (Amendment) Bm, 1973 (clause 
72) seeks to meet this point by suitably amending 
Section 277 of Income-tax Act, 1961. 

Recommendation 

The Committee also desire that the Department should enforce 
-strictly the provisions in the existing law t'hat the companies should 
'Submit statement of the tax e ~te  and tax remitted in time so 
that necessary check can be exercised. The Committee stress that 
no laxity should be shown in enforcing these provisions. 

[[81. No. 116 and Para 7.13 of Appendix to 51st Report of the 
P.A.C. (1972.73) (Fifth Lok Sabha,)]. 

Action taken 

Instructions are being issued to the Commissioners of Income-
~ta  drawin, their attention to the provisions contained in Section 
194 of the Income-tax Act. 1961 and Rule 37(2) of the Income-tax 
Rules, 1962 and asking them to strictly enforce the provisions. 

[Ministry of Finance (Rev. & Ins.) O.M. No. Z31174/7O-II 
Audit dated 26th March, 1973]. 

Furtber Information (Sr. No. 116) 

Item No. 58-The Board have issued necessary instructions 
(No. 531 F. No. 277 '3173-111 dated 24th March. 1973-
copy .tacm.d). 
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COpy 

F. No. 277/3f73-ITJ 

GoVERNMENT OF INDIA 

Instruction No. 531 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 24th March, 1973. 

All Commissioners and Addi tional Co i~ioner  of Income-
tax. 

Sir, 

SUBJEcT.-Deduction of tax at source--Stfist enforcement of the 
provisions contained ~n section 194 and Rule 37 (2) of 
the Income-tax Rules, 1962-Instructions regarrding. 

Attention is invited to the provisions contained in Rule 37 (2) of 
the Income·tax Rules, 1962 as per which the person making deduc-
tion of tax in accordance with Section 194 of the Income-tax Act, 
1961 from dividends has to send a statement in the prescribed form, 
viz., form No. 26, to the Income-tax Officer assessing the company. 
Such a statement is required to be furnished within fourteen days 

of the date of e ~tion of tax. 

2. The Board desire that the above-noted provisions should be 
strictly enfofted and no laxity should be shown in this regard.. This 
may please be brougbt to the notice of aU Income-tax Ofticers in 

yo\l1' charge. 

Copy forwartied to:-

rours faithfully, 

Sdf-

(K. R RAGHAV AN) 

Secretary, Central Board of Direct Tares. 

(1) Director of Inspection, Income-tax (Audit)f(RS. & P.)! 

(Investigation) New Delhi. 
(as usual) 
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Recommendation 

8.10. The Committee are concerned to note the delay of several 
years in disposal of reopened and set aside cases. As on 31st 
March, 1971, there were 3,959 caies pending under Section 146' 
8,984 cases under section 251; 503 cases under section 254 and 439 
cases under section 263 of the Income-tax Act, 1962. Some of the 
cases pertain to the period 1964-65 and earlier years. 

8.11. The Committee note that with effect from 1st April 1971 , , 
a t'ime-limit of two years has been fixed for finalisation of reopened 
assessments to be counted from the end of the financial year in 
which the order has been passed under section 146, 255 (1), 254 (1) ~ 
263(1) or 264(1) as the case may be. The Committee suggest that 
some time-limit should also be fixed for disposal of old cases which 
pertain to the period prior to 1st April, 1971. The Board should 
pay special attention to the disposal of the old cases. The Com-
mittee would like to be informed about the progress made in the 
finalisation of the old cases (year-wise). 

[SL Nos. 117 and 118 and Paras 8.10 and 8.11 of Appendix. to the 
51st Report of the P.A.C. (1971.73)]. 

Action taken 

Instructions have been issued (No. 51l-F. No. 231/20172-A & 
PAC', dated 22nd February, 1973 copy enclosed) to all the Commis-
sioners of Income-tax asking them to ensure completion of all the 
pending set aside assessments for assessment year 1970-71 and 
earlier years by 30th July, 1973. The attention of the Committee 
is invited in this connection to the Ministry's 1"eply to item No. 103 
of the Lok Sabha Secretariat is O. M. No. 2/7/III/2/72-PAC dated 
20th September, 1972. 

[Ministry of Finance (Rev. and Ins.) O.M. No. 231/21/70-n Audit 
dated 6th March, 1973]. 
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COpy 

Instruction No. 511 

F. No. 231120/72-A&PAC 

MINISTRY OF FINANCE 

GoVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 22nd February 1973. 

From: 

Shri S. K. LALL, 
Director, Central Board of Direct Taxes , 
New Delhi. 

To 

All Commissioners of Income-tax. 

Sir, 

SVBJECT.-Reopened and set-aside cases-Sections 146, 251, 254 and 
263 of Income-tax Act, 1961-DisposaZ of-. 

Attention is invited to Board's Circular No. 10-P(V-68) of 1968 
F. No. 22/15/68-IT(Inv.) dated 15th October, 1968, wherein it was 
desired that assessments which had either been reopened under 
section 146 or which had been set aside should normally be com-
pleted within a period Of two years. 

2. The pendency of set-aside cases under sections 146, 251, 254 
and 263 for assessment year 1970-71 and earlier years as on 31st 
March, 1971 and 31st March, 1972 was 12,923 and 10,877 respectively. 
The progress of disposal of these cases has not been satisfactory. This 
has attracted adverse notice of the Public Accounts Committee. The 
Board, therefore, desire that the Commissioners should draw up and 
enforce a time bound pro ~ a e to ensure that all pending set-
aside assessments for assessment' year 1970-71 and earlier years are 
finalized by 30th July, 1973. The Commissioners should call for 
reasons for non-finalization of any case after the due date and unless 
there are unavoidable circumstances to the satisfaction of Corrunis-
sioners, they should take serious view for inaction on the part of 
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the Income-tax Officers. The statutory limit of two years in section 
153(2A) applies from assessment ~ r 1971-72 onwards. 

3. Please acknowledge receipt. 

Yours faithfully, 

S I~ 

S. K. LALL 

Central Board of Direct TGZeB 

Copy forwarded to: 

1. Director of Inspection (Inv.)/(RS&P)/O&M Services, New 
Delhi and Director, IRS(DT) Staff College, Nagpur. 

2. All Addl. Commissioners of Income-talc. 

3. ADI (RS&P) (Bulletin Section), New Delhi (4 copies) 

4. Shri P. B. Venkatasubramanian, Joint Secretary, Ministry-
of Law. 

5. All Officers and Sections in the C.B.D.T. 

6. C&tAG, New Delhi (25 copies). 



CHAPTER IU 

RECOMMENDATIONS/OBSERVATIONS WHICH THE COM-
MITTEE DO NOT DESIRE TO PURSUE IN VIEW OF THE 

REPLIES OF GOVERNMENT 

Recommendation 

The Committee find that on account of incorrect grant of amor-
tisation allowance taking the life of a film to be 2 years resulted in 
a short levy of Rs. 1,63,650 in the hands of the finn and its partners. 
The additional demand raised as a result of audit objections in the 
case of the finn and one of the partners stands fully realised. The: 
Committee would like to know the settlement in the case of the 
other partners. 

[Sr. No. 33 (Para 2.115 of the Appendix to the 51st Report of 
the P.A.C. (197Z-73) (Fifth Lok Sabha)]. 

Action takea 

The additi:::nal demand in the case of the second partner has 
a~o been realised in full. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/38170-II 
Audit dated 23rd April, 1973]. 

Further Information (Sr. No. 33) 

The objection raised by audit was about an arithemetical mis-
take. The Appellate Assistant Commissioner went on a different 
point and allowed the entire cost in one year. The Commissioner 
of Income-tax accepted it. The Board laid down in their Instruc-
tions of 1969 a fair and just method of determining the profits and 
there was no objection in applying it to an assessment completed 

prior to the issue of the ins1ructions particularly as it would not be 
possible to persuade the Tribunal to reverse the Appellat~ A~ i tant 
Commissioner's decision when he had quoted the Board s CIrcular. 

Recommendation 

The two-fold increase in the number of cases in whicb mistakes 
in computing depreciation and development rebate noticed by Au-
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dit clearly indicates that the steps taken. by the Department in p ~ 

suance of the observations made by the Committee in the succes-
sive reports have not been effective enough. The Ministry has held 
that "the increase in the number of mistakes reported by Audit 
may have been due to only a larger coverage by them rather than 
increasing incidence of the mistakes.". The Committee regret their 
inability to accept this interpretation of the Ministry which dis-
plays an excessively complacent attitude. In this connection they 
would like to refer to the suggestion contained in the 3rd Report 
(Fourth Lok Sabha) that a special review should be conducted all 
the charges with a view to checking correctness of the calculations 
of the development; rebate and depreciation allowances. The Minis-
try has plea that it had not been possible to follow up the re-
views because of the inadequacy of man-power. This is a plea 
which Committee find it difficult to accept. In the opinion of the 
Committee only a complete review and proper follow up action 
would reveal the degree of efficiency of the Department in this re-
gard. They accordingly hope that the Ministry will take adequate 
follow up action in all cases speedily. 

(81. No. 40, of the Appendix to the Fifty-first Report, 1972-73-
(Fifth Lok Sabha)]. 

Action Taken 

The Ministry share the concern of the Committee about the 
mistakes in computing depreciation and development rebate noticed 
. by the Audit. Various steps have been taken for minimising these 
mistakes and taking co,!,;'ective action promptly. These steps are 
.outlined below: 

(a) Depreciation rates have been simplified with effect from 
1-4-1970, so that it is easier now for the field officers to 
apply these rates with reduced chances of error. 

(b) With effect from 1-4-1971 summary assessment procedure 
has been apP,lied to small income cases by modifying 
Section 143(1) of Income-tax Act, 1961 so that bulk of 
assessments get completed by comparatively junior offi-
cers on the basis of returns filed by the assessees. This 
leaves limited number of comparatively important cases, 
in which notable depreciation alloW1ance and deprecia-
tion claims figure, to be handled by senior officers who 
should be able to devote more time and attention to such 
cases for proper scrutiny and assessment, 
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(c) An adequate training organisation for the officials of va-
rious grades in the Department has recently ~en set up. 
The Indian Revenue Service (Direct Taxes) Staff College, 
Nagpur will be the c()-ordinating centre with four Re-
gional Institutes at Bombay, Calcutta, Bangalore and 
Kanpur. These Institutes will look after proper initia;t 
training of the fresh recruits to the executive, cadres of 
Income-tax Ofllcers, Class I and II and Inspectors and 
periodic refresher courses for them. The Central Insti-
tute will also co-ordinate the tr.aining arrangements in 
the Commissioners charges for the ministerial staff. It 
is hoped that these comprehensive training arrangements 
will improve the performance' of the Department's offi-
cials. 

'(d) A separate cadre of Additional Commissioners was 
created in 1970 for sharing the workload of Commissio-
ners so that there was more effective supervision and 
~i ance available from the Head of Department level 
for officials in lower echelons . 

.(e) The internal audit organisation of the Department has 
also recently been strengthened so that important assess--
ments get audited by our OWn staff soon after their com-
pletion and remedial measures taken. Cases of topim-
portance are to be audited by our internal audit orga-
nisation within one month of the completion of the parti-
cular assessment; these are cases of limited companies 
and other cases with income exceeding Rs. 1 lakh. Even 
the next category of important cases are to be audited 
by them on priority basis viz. cases of income over Rs. 
50,000; cases with income between Rs. 20,000 and Rs. 
50,000 are to be audited to the extent of 10 per cent on 
selective basis. Most of the cases further down Will be 
those covered by summary assessment procedure men-
tioned in subo-para (b) above with effect from 1-4-1971 
and these summary assessments are made by accepting 
assessees returns with only c~ain routine presoribed 
~ t ent . It· is  hoped that with the above-noted in-
ternal audit checks the number of depreciation and de-
velopment rebate mistakes coming to the notice of the 
C&AG's Audit Parties will get appreciably reduced. 

(f) In our internal audit organisation, detailed check list has 
been prescribed for guiding them in auditing of assess-
ments. In this check list detailed questionnaires pertain-

.19 LS-IO 
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in,to depreciation and development rebate have been.. 
provided so that these allowances get carefully checked. 
up. 

(g) AJJ a further check, the Director of Inspection (Income-
. tax &: Audit), at the instance of the Board, asked all the-
Conuniasioners of Income-tax with circular letter No. M-
3e/loonO/DIT dated. 16-11-1970 to ensure that the ina-· 
pecting Assistant Commissioners· scrutinise about a dOt-
zen of the largest cases in each of the Income-tax Officer's 
charge every year to see that depreciation and develop-
ment rebate allowances had been properly made. The 
Director of· Inspection has also provided a half-yearly re-
port from Commissioners to him for compliance with the 
aforesaid prescribed. instructions. 

2. Having regard to the aforesaid measures taken which mainly 
meet the objective of P.A.C.'s recommendation, a general review 
of all the assessments involving depreciation and e ~op ent re-
bate does not appear to be necessary. Indeed, as pointed out above, 
our own internal audit organisation, as now strengthened, will be· 
checking up all important cases on priority basis and this will ao-
count for most of the assessments involving notable dq)reciation 
and development rebate allowances. Further, rectification of dep-
reciation and development rebate mistakes now noticed can COVel' 
a period going back to maximum 4 years and it is during these years. 
that our preventive and corrective steps have been strengthened 
and streamlined. In all the above circumstances it does not, there-
fore, appear to be worthwhile to divert the Department's necessa-
rily limited manpower for undertaking a general review of all as-
&eSSJneIlts involving such claims; such a diversion will hamper , 
their normal and much more fruitful work and the gain from any 
general review will be only marginal and incommensurate, particu-
larly when other preventive and check up measures have already beeR<. 
taken. 

3. This reply issues with the approval of the Finance Minister. 

[Ministry of Finance (Rev. and Ins.) O. M. No. 236/229/70-I.T.-
Audit dated 19-4-1973:t 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 

NIL 
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CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

Reeommendations 

1.23. The need for preparing accurate estimates of taxes on income 
has been engaging the attention of the Committee from time to 
time. In paragraph 14 of their very first Report on Revenue Receipts, 
viz., Ninth Report (1962-63), the Committee had observed that an 
overall variation l>xceeding 3 to 4 per cent should be regarded as a 
matter of concern requiring special remedial measures. During the 
year 1965-66 to 1968-69 there was over-estimation in regard to Cor-
poration Taxes to the extent of 18.00 per cent in 1965-66, 11.9 per 
cent in 1966-67, 11.28 per cent in 1967-68 and 6.42 per cent in 1968-69. 
In the case of income-tax there was under-estimation to the extent 
of 4.69 per cent in 1966-67, 12.38 per cent in 1967-68, 18.40 per cent 
in 1968-69 and 23.78 per cent in 1969-70. In paragraph 2 of their 
27th Report (1964-65) the Committee had emphasised that effective 
steps should be taken to fill up the deficiency in collection of reliable 
statistics of economic growth so that estimates of revenue are 
prepared on a realistic basis. The Committee regret, however, that 
the Ministry of Finance have not been able to make much headway 
in this direction. They desire that the Ministry should build up a 
sound statistical base without further delay. 

1.24. At present, there are three agencies collecting information 
and conducting research on tax problems, viz., (i) Tax Research 
Unit attached to the Department of Economic Affairs, (ii) Tax 
Planning Section, functioning under the Central Board of Direct 
Taxes and (iii) Directorate of Statistics, Research and Publication 
functioning as an attached office under the Central Board of Direct 
Taxes. The Working group of Administrative Reforms Commission 
observed that there was no co-ordination among these three agencies 
and that these should be amalgamated and brought under the direct 
control of the senior member of the Board in charge of Tax Plannin'g 
and Assessment. Ample time has elapsed for Government to have 
considered the Administrative Reforms Commission's recommenda-
tions in this respect in a cOIr"'''ehensive manner. The Committee 
feel that 011 grounds of efficiency and economy this suggestion is of 
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s,ufficient impo.x:tance to merit early action. Al& a first step in this 
direction the Units under the Central Board of Direct Taxes could 
be amalgamated forthwith. 

1.25. It is significant that at present the Central Board of Direct 
Taxes do not have up-to-date statistics which in the opinion of the 
Committee are an e en~ial pre-reqwsite for making rea&0n.8ble 
accurate forecasts of tax-receipts. For instance, the Board do not 
have latest figures of income-tax collected in respect of various 
income brackets. The Board do not also maintain separate statistics 
of taxes realised from individuals, Hindu undivided families, firms, 
companies and others and of number of and taxes realised from 
various companies such as manufacturing concerns, trading com-
panies and investment companies. The Committee desire that the 
Board should maintain up-to-date statistics pertaining to all the 
categories in order to assess the impact .()f taxation measures at the 
time of preparing the budget estimates. 

1.26. The Committee also desire that the Ministry should stUdy 
the methods adopted for estimation of revenue receipts in U.K. anc) 
other countries where the variat!on between budget estimates and 
actuala is not significant in spite of fiuctuations in economic condi-
tions and growth. It is needless to point out that incorrect estima-
tion may result sometimes in avoidable reviSion/imposition of tax 
levies. 

(]Items No. 1 to 4 and Paras 1.23 to 1.26 of the Appendix to the 
Fifty-first Report (1972-73) Fifth Lok Sabha] 

AeUon takea 

The recommendation of the Committee has been noted for pro-
cessing. 

'l'he recommendation of the Committee has been noted. The 
action taken by the Government will be intimated in due courSe. 

The recommendations of the Committee have been noted for pro-
cessing. 

[Ministry of Finance (Rev. and Ins.) O.M. No. 231/22/71-A&PAC 
dated 5-3-1973] 
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Further lDlormatioll Sr. No. Z (Para I.M) 

The :main function of the Tax Planning and Legislation Section 
of the Board is to process proposals for amendment of the direct 
tax laws and to sponsor necessary legislation in this behalf. The 
portion in the annual Finance Acts relating to direct taxes is also 
procelsed in this Section. Besides, all subordinate legislation relat-
ing to various direct tax laws is also processed and implemented by 
this Section. 

2. The main functions of the Directorate of Research Statistics 
and Publication are (a) collection, compilation and publication of 
statistical data relating to direct taxes, (b) publication and distri-
bution of departmental bulletins, brochures and books, (c) indenting. 
printing and distribution of forms, (d) "guidance and supervision 
in the matter of recovery of arrears of taxes in cases where the arrear 
demand exceeds Rs. 1 lakh, and (e) undertaking studies required 
to be made by the Board on matters relating to tax laws, procedures 
and administration. 

3. It will be observed from the foregoing that the Tax Planning 
and Legislation Section in the Board and the Directorate of Research, 
Statistics and Publication operate in entirely different spheres and 
there is no over-lapping in their respective spheres of functions. 
Even tJlough the Tax Planning and Legislation Section in the Board 
and the Directorate of Statistics, Research and Publication function 
aepara~l , proper co-ordination has been maintained between the 
two agencies. For instance the statistical data collected and the 
Btudies made by the Directorate of Research Statistics and Publi-
cation are utilised by the Tax Planning and Legislation Section of 
the Board to the extent considered necessary in processing proposals 
for changes in the direct tax laws. If the Tax Planning and Legisla-
tion Section in the Board requires some statistical information 
which is not available in the publications issued by the Diredorate 
of Research, Statistics and Publication, the Board may require the 
Directorate to compile the necessary information. Similarly. the 
Dircetorate can also be called upon to undertake studies on specif\c 
matters relating to tax laws, procedures and administration. 

4. The Direct Taxes Enquiry Committee (Wanchoo Committee) 
have also recommended in para'graphs 6.23 and 6.25 of their Final 
Report that the Directorate of Inspection (ResearCh, Statistics and 
Publication) should be split up into two distinct units, one a Directo-
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rate of Publications and Public Relations, and tho:: other a Directorate 
,of Research and Statistics. The Committee have further observed 
that the Directorate of Research and Statistics should be organised 
.and developed as a Tax Research Institute within the Depart ~t. 

The Recommendations made by the Wanchoo Committee in this 
behalf are still under con i eratio~ by th.e Government. In view of 
the position that the recommendation of the Public Accounts Com-
mittee for the merger of the Tax Planning and Legislation Section 
in the Board and the Directorate ot Inspection (Research, Statistics 
.and Publication) is intimately connected with the recommendation 
of the Wanchoo Committee for the reorganisation of the aforesaid 
Directorate, it is proposed to consider both these recommendations 
together. 

Sr. No. I, 3 & 4 Further Informattoa 

A Committee has been informally appointed under the chair-
manship of Dr. N. T. Mathew, Joint Secretary, Department of 
:Statistics with senior officers of the Income-tax Department as 
Members, to look into the statistics framework of the Income-tax 
Department and to make SUitable recommendations for streamlining 
and systematising it; their report is awaited. Better approximation 
of the budget estimates will also be covered by the Committee. The 
Ministry is also obtaining for study the particulars of methodology 
-of budget estimates followed in U.K. and U.S.A., deputation for 
$tudy to be considered later, if necessary. 

Recomlnendatioll 

1.40. The Committee are concerned to be informed that the 
"work of the internal survey leaves much to be desired." The 
Committee desire the Central Board of Direct Taxes to look into 
'the matter with a view to ensuring proper deployment and utilisa-
tion of staff with clear directions and objectives. 

[Item Nos. 6 of the Appendix to the PAC's Fifty-first Report 
(1972-73) Fifth Lok Sabha] 

Action Taken 

1.40. The observations of the Committee have been noted. Neces-
sary instructions are being issued to the Director of Inspection 
(Incume-talc) . 

{Ministry of Finance (Rev. & Ins.) O.M· No. 231/22/71 dt. 4-7-1973] 
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Further Information 

Director of Inspection (I.T.) has been asked to process the 
matter; the result will be intimated in due course. 

Recomsnendation 

2.73. The Committee find that at the present the onus lies on the-
Department to determine whether a company is one in which public-
are substantially interested or not. It takes considerable effort and 
time to do it. The Committee, therefore, suggest that an additional 
column should be provided in the income-tax return to put a onnS. 
of the assessee to indicate the nature of the company. 

2.74. The Committee feel that while a valid distinction could be-
made between a public company and a private company as defined 
in tht. Companies Act, the basis for differential treatment for taxa-
tion ot profits of a closely held public company needs to be eluci-
dated. They would like Government to examine the feasibility and 
ecoDomics of dispensing with the subtle distinction between a public-
company and a closely held public company for the purpose of taxa-
tion of profits, as promised during evidence. The outcome of the-
examination may be intimated to them. 

[Items 25 and 26 (Paras 2.73 and 2.'714) of the Appendix to the 
Fifty First Report of the P.A.C. (1972-73) Fifth Lok Sabha)' 

Action Taken 

2.73. and 2.74. The recommendations of the Committee will be-
examined and the result intimated in due course. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 20/281/69-11 
Audit dt. 5-3-73} 

Further Infonnation (Sr. No. 25 • 26) 

Item 2(a) of Part I of Annexure G to Return Form No.1 (i.e. 
the form of return of income applicable in the case of companies 
t)Ii.de Appendix II and Rule 12 of the I.T. Rules, 1962) as presently 
prescribed, contains a specific provision requiring an Indian com-
pany or a foreign company which has made the prescribed arrange-
ments for the declaration and payment of dividends within Ihdia, to-
state whether it is a comPany in which the public Bl'e substantially 
interested. If the company is a company in which the public are 
substantially Interested, the aforesaid provision in the form of return 
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of income requires the company to attach a statement showing how 
various conditions specified in section 2 (18) of the Income-tax Act 
are satisfied. 

The Direct Taxes Enquiry Committee in para 5.58 of its Final 
Report had recommended that a uniform rate of income-tax of 55 per 
cent should be prescribed for all domestic companies, whether public 
or private, widely held or closely held and industrial or non-indus-· 
trial. This recommendation has been considered and found un-
acceptable for the reason that differential rates of taxation have-
been introduced in the tax structure with certain specific objectives 
which provide a directional approach to the economy, besides being 
more equitable. Closely-held companies are mostly formed with a 
view to avoid higher incidence of personal taxation and formation 
of such companies tends to accentuate monopolistic tendencies. A 
provision for a uniform rate for all domestic companies will be 
inequititious as it will adversely affect widelY-held companies with 
lower incomes while benefiting closely-held companies earning 
large profits which are usually controlled by big business interests. 

Recommendation 

2.105. It is d.isquieting that the number of cases in which mistakes 
were noticed by Audit in computation of income under the head 
"business" has increased three fold during the last seven years. The 
under-assessment noticed in such case during the year 1969-70 alone 
amounted to Rs. 129.31 lakhs. The deterioration of the position, 
despite the special attention having been drawn repeatedly to these 
types of mistakes does not speak well of the Department. The-
Committee accordingly trust that Government would analyse the 
nature of repetitive mistakes and t~ e appropriate action  to avoid 
recurrence. 

2.106. The incorrect assessment of income arising out of the sale 
of house property by an Insurance Company which resulted in short 
levy of tax to the tune of Rs. 6,72,719 lakhs, reveals ignorance of the 
provisions of Income-tax Ad app1iRable to General Insurance Com-
panies. The Committee note that instructions were issued by the 
Board in August, 1967 clarifying the position in law. They how-
ever, desire that general review of all assessments of the Insurance 
Companies with a view to finding out whether there were similar 
mistakes, should be undertaken .. The results of such a review and 
reassessment of the case referred to above may be reported to the 
Committee. 

[Item Nos. 30,31 of the Appendix to the 51st Report of the PACl 



Action Taken 

2.105. The amount of Rs. 129.31 lakhs mentioned in the Audit 
-Report represents the total revenue effect involved in all the 
.objections raised by the Audit and is not restricted to the mistakes 
admitted by the Department. Secondly the increase in the number 
of objections raised has to be viewed vis-a-vis the number of cases 
.checked by the Audit The number of cases reviewed during 1969-71 
was about 2,74,000 as against about 1,41,000 cases reviewed in 1964-65 
which is the earliest year for which this information is readily 
..available with the Government. For repetitive mistakes noticed 
,the Government takes appropriate action to minimise recurrence. 
Improved training arrangements sanctioned recently are expected 
,to take up the performance of assessing officers and the Depart-
ments internal audit organisation has also now been strengthened 
lor checking up important assessments promptly with a view to 
remedying mistakes, if any, without loss of time. 

2.106. A review was carried out as suggested by the Committee; 
.110 such mistakes were noticed in other cases. 

The re-assessment completed, in the specific case mentioned in the 
para, was cancelled by the Appellate Assistant Commissione..... The 
Department has, however, filed an appeal to the Tribunal. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 263/210/7'0 
II Audit dt. 30-4-73] 

Further lnfonnatiOll. (Sr. Nos. 30 aad 31) 

Necessary study has been entrusted to the Directorate of Income-
'tax and Audit and further action will be taken on receipt of the 
results of the study. 

The appeal filed before the Tribunal is still pending: 

Recommendation 

:1.129. The Committee note that although the accounts of solici-
tors firm were maintained on cash basis, payments representing the 
share of profits made to retired partners or legal heirs of the decea-
eed partners were allowed as deduction in computing the total 
income of the firm for assessment years 1958-59 to 1967-68. The 
Committee understand that assessing officer had acted as per the 
.orders of the Commissioners of Income-tax issued in September, 1965. 
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They would like to be informed whether the orders were being 
uniformly applied to all similar cases arising in the various circles 
in this charge and what was the position in this regard in other 
circles. They also desire that the opinion of the Ministry of Law 
regarding the validity of these orders should be obtained without 
delay and communicated to them. 

2.130. The action taken on the basis of the opinion of the Ministry 
.f Law, as may be necessary may also be reported to the Committee. 

[Items 38 and 39 (Paras 2.129 and 2.130) of the Appendix to the 
Fifty First Report of the PAC (1972-73) Fifth Lok Sabha] 

Action Taken 

2.129 " 2.130. The procedure was being uniformly followed in 
various circles in the charge. 

The legal aspect is still under examination in consultation with 
the Ministry of Law and the Audit. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/170170-II 
Audit dt. 31-3-73] 

Further Information (Sr. No. 38) 

(i) The Ministry had collected infoooation for various circles in 
"Bombay Charges. As regards the position in other charges, this is 
now being ascertained and the information will be furnished as soon 
·as it is anilable. 

(ii) The legal issue was recently discussed in a tripartite meeting 
between the representatives of the Law Ministry, Comptroller and 
Auditor General of India and Central Board of Direct Taxes; it was 
. .agreed that some further particulars may be obtained and there-
after the case may be discussed again. The requisite particulars 
have, since been received and are being referred to the C&AG/Law 
lIinistry so that a final discussion may take place. The outcome 
'Will be communicated to the Committee in due course. 

Recommendation 

The Committee note that the Ministry have been experiencing 
'<tiftlculty in some marginal cases as to what exactly constitutes a 
''new industrial undertaking' and that the matter has been referred 
10 the Ministry of Law whose opinion is still awaited. The Com-
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mit1lee desire that the matter should be got claritled without further 
loss of time and suitable instructions issued for the guidahce of tbe 
assessing officers. 

[81. No. 50 and Para 2.180 of Appendix to 51,8t ReP()rt 
of the P.A.C. (1972-73)] 

The Committee have in the preceding recommendation referred 
to the controversy as to what constitutes 'a newly established undet-
taking' on which an opinion of the Ministry of Law h .. s been sought. 
They trust that suitable action will be taken in this case on receipt 
of the opinion of the Ministry of Law . 

.. -
[81. No. 52 and Para 2.187 of Appendix to 51st Report 

of the P.A.C. (1972-73)] 

The Committee note that in this case tax holiday relief was 
allowed for a further period of 5 years consequent on the expansion 
of the new industrial unit. It is unfortunate that this was based 
on the erstwhile Central Board of Revenue's circular issued in 
April, 1950, which according to the Ministry could be interpreted in 
a way that may not be in conformity with the law. Although the 
Audit objection has been accepted in prinCiple, the ~ 1i tr  have 

stated that 'it might well be argued that such substantial expansion 
can be construed as addition' and that they: wished to have this 
view examined by the Ministry of Law in consultation with Audit. 
The Committee accordingly desire that the matter should be COD-
sidered and clear instruction,s in confonnity with law issued expe-
ditiously, in consultation with Audit. The Committee consider that 
it is most undesirable to allow the prolongation/virtual perpetua-
tion of tax holiday in this indirect manner. 

" 

[81. No. 55 and Para 2.202 of Appendix to 51st Report 
of the P.A.C. (1972-73)] 

Action Taken 

The matter was referred to the Ministry of Law on 24-7-1971 for 
opinion as to what exactly constitutes 'new industrial undertaking' 
and whether substantial additions to the existing plant and machi-
nery would alsQ' amount to this. T~e case was to be discussed with 
the Ministry oJ. Law in consultation with the Audit but at the sug-
gestion of the Audit a consideration of the matter was put oft' till 
after the P.A.C. meeting scheduled to be held in October, 1971. The 
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matter would be discussed with the Law Ministry and the Audit 
after a decision is taken by the Board whethet:-

(i) their instructions dated 1-4-1950 relied on by the C.I.T. 
require any revision; .and 

(ti) it is necessary to a ~n  the provisions of SectiOl'l 80J for 
removing the seeming anomalies and hardships, as in the 
present case. 

The recommendations contained in the above paras would be 
complied with after the matter is examined and opinion of th!:' 
Ministry of Law is received. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 2.O/96/69-IT 
Audit 26-3-73] 

Furtber Information (Sr. Nos. 50,52 and 55) 

The Ministry of Law tentatively abrccd with the Audit's view 
and referred the matter back to this Ministry for further comments. 
The Law Ministry's comments were examined in the context of the 
calcutta High Court's decision in the case 'Aluminium Co. Ltd.' 
(88 ITR 267) and the file is bein'g. sent to the Ministry of Law for 
final advise. The resultant position will be intimated to the Com-
mittee. 

Recommendation 

At the present a number of provisions in the Income-tax 
Act exclusively relate to companies and there is a separate S r~ta  

Act for companies. To a suggestion of the Committee that in order 
to simplify matters and facilitate easy reference there could be two 
separate Acts, oneefor the corporate sector and the other for non-
corporate sector, the Chairman, Central Board of Direct Taxes 
~cte  saying that it seemed to be an 'excellent suggestion'. The 
Committee hope that this aspect will be examined and necessary 
follow-up action taken early. In this connection the Committee 
would like to mention that it is not necessary to load the Income-' 
tax Act with the provisions relating to Companies as the number of 
company assessees is only 27,734 aU,t of a total number of 29.10,341 
IUlBessees (as on 31st March, 1970). 

With the various rebates and concessions· the structure of 
corporate taxation is expected to be designed in such a way as to 
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promote economic growth and to ensure social justice. The Com-
mittee were informed that no study had been undertaken to know 
how far these twin objectives have been realised. The Committee 
~o l , therefore, commend such a study which would be helpful 
1Il formulating future taxation policy. 

[S1. Nos. 64 and 65 and Paras 2.248 & 2.249 of Appendix to 51st report 
of the P.A.C. (1972-73) Fifth Lok Sabha] 

Action Taken 

The Committee's suggestions have been noted for consideration. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/67 nO-IT 
Audit 9-5-73] 

Further Information (Sr. No. 65) 

No such study has been made so far. 

2. The Direct Taxes Enquiry Committee (Wanchoo Committee) 
have emphasized the importance of having dependable  statistical 
data and research study report on various problems. In paragraph 
6.23 and 6.25 of their Final Report, the Committee have recom-
mended that the present Directorate of Inspection (Research, 
Statistics and Publication) should be split up into two distinct 
units, one a Directorate of Publications and Public Relations and 
other a Directorate of Research & Statistics. They have further 
recommended that the Directorate of Research & Statistics should be 
organised and developed as a Tax Research Institute within the 
Department. The recommendations made by the Wanchoo Com-
mittee in this behalf are currently under consideration. After the 
Directorate of Research and Statistics is re-organised and streng-
thened on the lines suggested by the Wanchoo Committee, it would 
also be required to make a study of the extent to which the varioua 
rebates and concessions have contributed in promoting the twin 
objectives of economic growth and social justice as reommended by 
the Public Ae<:ounts Committee. 

Recommendation 

The Committee note that there is a differene of opinion between 
the Audit and the Ministry of Finance regarding the treatment of 
invt"stment in shares as fixed assets and that the opinion of the Min· 
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iltry of Law in the matter is awaited. The Committee may be 
informed of the opinion of the Ministry of Law. 

[81. No. 66 and Para 2.261 of A:ppendix to 51st Report of 
P.A.C. (1972-73) 1. 

Action Taken 

Opinion of the Ministry of Law was earlier obtained in another 
case in which a similar point was involved. However, the case under 
consideration was again referred to them for opinion in view of the 
Audit stand. The Law Ministry stated that before the earlier 
opinion is applied straightaway in this case it would be better to 
show that opinion· to the Audit if they had any comments. Conse-
quently, the case was referred to tne Audit who with their note 
dated 26-9-1972 stated that the earlier opinion of the Law Ministry 
did not apply to the present case. This view of the Audit is being 
conveyed to the Law Ministry for final opinion or discussion as may 
be feasible. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 2O/88/69-IT' 
Audit dt. 26-3-73} 

Furtber Information (Sr. No. 66) 

The view of the Audit was communicated to the Ministry of Law 
on 24-10-1973 and their final opinion has been received on 2-11-1973' 
(copy attached as Annexure A). In view of the opinion expressed 
by the Ministry of Law, the Audit objection is acceptable; remedial 
action u/s 263 of I.T. Act, 1961 however became time barred .tong ago. 
The matter was controversial and not free from doubt, as would be 
seen from the opening paragraph of the Law Ministry's note. The' 
Audit are being informed about the position. 

ANNEXURE lA' 

Copy of Notes in the Ministry of Law, Deptt. of Legal Affairs,. 
Advice (F) Section recorded in Ministry's F. No. 20/88/69-IT 
(Audit) . 

The case has been further considered in the light of the note oC 
the Director of Revenue Audit which was not seen by us earlier and 
the other material now available. ' 
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2. The decision of the Bombay Bench of the Tribunal does indi-

eate that in certain cases shares have been classified or recognised 
as fixed assets. 

3. However, neither the order of the Tribunal not the opinion of 
this Ministry recorded in the linked file would appear to be decisive 

on the present issue. 

4. It may be that in the case of shares held by a company in a 
wholly owned subsidiary which has been set up for purposes of 
business convenience or the like, it might be appropriate to classify 
the said shares as fixed assets. But this is not a case of shares in a 
wholly owned  subsidiary and as such it is not necessary to express, 
any final opinion on this issue. In fact, the note of Shri R. M. Mehta 
of the 15th March, 1966 states that if the form prescribed under the 
Companies Act is any guide, it would seem as if investments in 
shares of companies, whether subsidiary or otherwise, would not 
-come under the classification of fixed assets. The only opinion then 
~ pre e  was that if the conclusion of the Tribunal was carried to 
its logical end, it would be reasonable to hold. that if the investments 
are in shares of companies which are not subsidiaries of the assessee 
company, investments in those ought to be regarded as part of the 
-company's liqUid resources or current or floating assets and there-
fore not forming part of the fixed assets of the company. In the 
present case, the shares held are in companies which were managed 
by the assessee. No doubt, this holding might have facilitated the 
>company in retaining the managing agency but, as already stated, 
there is nothing to indicate that it was essential to do so. 

5. All that would emerge is that the character of an asset as a 
fixed asset or a floating asset would depend upon the person who 
holds it, the nature of hiS! business and the character in which it is 
held. 

6. If these tests are applied, and the question is also raised as to 
whether the shares in the managed company resulted in the pro-
duction of goods or services, then it would appear that the shares 
held in the managed company did not constitute fixed assets. To that 
~ tent, the audit objection in tne present case would appear to be 
<correct. 

7. If necessary, we may discuss. 

Sci/-P. B. Venkatasubramanian 
Jt. Secy & Legal Advisor 

31-10-73. 

IMinistryof Finance (CBDT-Shri S. K, LaD) Ministry of Law 
U.O.D. 24733/'l3/Adv. F dt. 31-10-73) 
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Beeommendation 

The question whether the amoWlt received from the clients by 
lawyers towards personal expenses could be excluded from total 
income as non-taxable is stated to have been referred to the Ministry 
-of Law. The Committee would like to be apprised of the opinion 
of the Ministry of Law. 

[Sl. No. 68 and Para 2.270 of Appendix to 51st Report of the PAC 
(1972-73) Fifth Lok Sabha] 

Action Taken 

The opinion of the Ministry of Law is still awaited. The Com-
'mittee will be apprised of its opinion immediately on its receipt. 

[Ministry of Finance (Rev. & Ins.) a.M. No. 20/219/69-IT 
Audit dt. 7-3-73] 

Further Information (Sr. No. 68) 

It was decided to have a tripartite discussion in a meeting 
with the representatives of Ministry of Law, C&AG and this Minis-
try and the matter has been referred to the C&AG accordingly. 
'The decision reached after proposed discussion will be intimated to 
the C~ ittee. 

In this connection a reference is invited to the Ministry's 
reply .to para 2.271 of this (51st) Report sent with C.M. No. 240/2/ 
72-A&PAC dated 15th November, 1973. 

Beeommendation 

The Committee desire to be informed of the rectification and 
recovery of penalty imposed in one of the two cases mentioned in 
sub-para (a) (i) and in the case mentioned in sub-para (a) (ii) of 
,Audit paragraph. 

[SI. No. 71 and Para 2.288 of Appendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok Sabha]. 

Action Taken 

The position of the cases mentioned in sub-para 46(a) (i) and 
'(a) (ii) stands as under: 

Sub-para (a) (i) 

The following information in ~ pect of MIs. New Kaiser-i-Hind 
Spg. & Wvg. Co. Ltd. is furnished: 

'619 LS-ll 
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Assessment for the year 1963-64 was set aside by the Appel. 
late Assistant Commissioner of Lncome-tax and consequently the 
o~ er levying penalty was cancelled by Commissioner of Income. 
tax under Section 264. Fresh assessment for relevant assessment 
year has not yet been made since the Official Liquidator has not 
completed the perusal of the account books and made available 
necessary statements and other information required for the pur-
pose. Fresh penalty order will be passed after the re-assessment is. 
completed. 

Sub-para (a)(ii) 

The I.T.O.'s order under Section 271(1) (a) in this caSe of Mis. 
Calcutta Dyeing and Bleaching Works was cancelled by the Addi-
tional Commijssioner of Ihcome-tax under Section 263 on 1J1;h 
November, 1970 for reframing. The assessment in the course of' 
which the penalty proceedings weI'e initiated was also subsequently 
set aside by the Appellate Assistant Commissioner of Income-tax. 
Fresh assessment in the case has not yet been completed. After 
the re-assessment has been made, fresh penalty order will be' 
passed. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/127/71-IT' 
Audit dated 2nd April,1973]. 

Further Information (Sr. No. 71) 

(i) Mis. New Kaiser-I-Hind Spg. & Wvg. Co. Ltd. 

Fresh penalty order for assessment year 1963-64 has not yet 
been passed as the set aside assessment could not be finalised for 
want of information from the Official Liquidator. The matter is 
being pursued. 

(ii) Mis. Calcutta Dyeing & Bleaching Work' 

Fresh assessment for assessment year 1962-63 has not been com-
pleted as the disclosure petition of assessee under Section 271(4A) 
is pending for want of verification of certain havala transactions re-
ported by the D.D.!. Bombay. After the re-assessment is made, 
levy of penalty will be considered. The matter is being pursued. 

Recommendation 

In regard to sub-para (v), the Committee understand, that the 
question whether the date of ~lin  of the return or the date of 
assessment was to be taken for 'the purpose of levy of penalty waS 
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under consideration of the MiDistry of Law. The Committee may 
be apprised of the final decisiOn taken in the matter after obtaining 
legal opinion as also the action to rectify and recover additional 
penalty if needed. 

[S1. No. 73 Para 2.290 Of Appendix to 51st Report of the 

-_ P.A.C. (1972-73)]. 

Action Taken 

The opinion of the M"mistry of Law is still awaited. Necessary 
action will be taken on receipt of Law Ministry's opinion. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/250/70.IT 
Audit dated 7.3-1973]. 

, 

Further Information (Sr. No. 73) 

The Law Ministry had earlier agreed with the stand taken by 
the Board but at: the instance of the Audit the matter was again 
referred to them in November, 1972 for obtaining the opinion of 
the Attorney General. However, the Law Ministry asked the 
Audit whether they would agree to the obtaining of Law Secretary's 
opinion instead of referring the matter to the Attorney General. 
This' proposal is under consideration of the Audit who are being 
reminded. 

Recommendation 

The Committee find that there is some confusion as to what 
e act~  constitutes concealed income. 

[Sr. No. 74 and Para 2.291 of Appendix to the 51st Report of 
the P.A.C. (1972.73) Fifth Lok Sabha]. 

Action Taken 

In the light of the recommendations of the Direct Taxes En-
quiry Committee (Wanchoo Committee) regarding penalty provi. 
sions, the Government expect to introduce a Taxation Laws Amend· 
ment: Bill in the current session of Parliament. The Bill may be 
awaited. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/134/72-

_.A & PAC 30+1973]. 
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Further InJerJD8tiaa (Sr. Net. '4) 

There is no provision in the Taxation Laws (Amendment) Bill, 
1973 regarding definition of 'concealed income'; the suggestion for 
statutorily defining the term 'concealed income' is however under 
consideration of the Board. 

Beeommendatioa. 

There has been a steady increase in the number of cases of 
omission to levy or incorrect levy of penal interest reported in the 
successive Audit Reports. The number of such cases during the 
yetlr 1969-70 was 3395 involving a sum of Rs, 91.12 lakhs. Of this 
165 items involved Rs. 10,000 and above  each and aggregate tax 
in these cases amounted to Rs. 49.28 lakhs. The recovery in these 
cases may be reported to the Committee. 

[81. No. 76 and Para 2.301 of Appendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok Babha]. 

Action Take 

The position stands as under: 

No. of Amount 
cues in lakhs 

(i) No. of items ac::eptcd 78 15'83 

(ii) Not accepted . 37 14·60 

(iii) No. of item\ under consideration. So 18'85 

165 49'28 

Progress in the 50 cases under consideration is being checked 
up; position regarding the ~o er  of demand raised is ala<> being 
ascertained. The final position will be intimated to the Committee 
in due course. 

[Ministry of Finance '(Rev. & Ins.) O.M. No. 240/1/71-
A & PAC dated 17-3-1973] .. 
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FUrther IDfonnatIon (Sr. No. 7IJ 

The present position is as under: ' 'j -i -t 

(i) Items wl\ere the objections have not been accepted. 

(ii) Item, where the objections have been accepted and : 

(a) the interest has been collected • 

(b) tbe interest is yet to be collected 

(c) no intorst is dwweable as tho demand hu since 
been re.i ~ cancelle  on rectification,. wpeal etc. 

(l) r:c:ificlion was time barred 

(iii) Where due to change in jurisdiction over the relevant 
ca~e  the final reports from edT are awaited. • 

8ecommendation 

No. of Amount ,. 
items luh, 0 f R8. 

44 

30 

50 

14 

165 

15'92 

4'60 

14'26 

3·68 

43·46 

The Committee trust that with a rationalisation of rate of interest 
and procedure for the levy, such large scale mistalkes or omission 
as have been noticed in the past, should not occur. The Committee 
note in ,this connection that the Central Board of Direct Taxes have 
assumed powers with effect from 1-4-1971 to frame rules for regu-
lating the calculation of interest. They desire that necessary rules 
simPlifying and streamlining the procedure should be framed 
without delay. 

[S1. No. 77 and Pata 2.302 of Appendix to 51st Report of the 
P.A·C. (1972-73)] 

Action takeD 

The Direct Taxes Enquiry Committee (Wanchoo Committee) 
have made certain recommendations in this behalf ih paragraph 
4.34 of their Report. These ~o en ation  are currently under 
consideration by the Government. Necessary provisions for the 
calculation Of interest payable by or to assessees will be made in 
the Income-'Ua1J[ Rules; 1962 ill the-light of the decision taken by 
Government on the aforesaid recommendatiDna iA due course. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 240/1/71-
APAC dated., 17-3-1973].. 
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Furt.Ja8l' Information (Sr. No. 77), 

Action for framing the necessary Rules in the context ot 
Wanchoo Committees relevant recommendations is under active 
consideration. 

Recommendation 

Various suggestions in regard to the steps to be taken to prevent 
double allowance of credit are stated to be under consideration of 
the Director of Inspection (I.T. and Audit). The Committee need 
hardly stress that a foolproof procedure in this regard should be 
evolved expeditiously. 

[Sl. No. 79 and Para 2.313 of Appendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok Sabha]. 

Action taken 

The suggestions of the Publ1c Accounts Committee have been 
noted for processing. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/213/70-11 
Audit 19-4-1973]. 

Further Information (Sr. No. 79) 

The Government has informally appointed a Committee of 
senior officers under the auspices of the Directorate of 0 & M 
Ser i~e  to review the accounting and collection procedures obtain-
ing in the Department. The deliberations and consequential re-
commendations of the Committee will cover this point also and 
further action will be taken on receipt of their report. 

From: 

To 

Sir, 

INSTRUCTION NO, 562-

COPY 

F. No. 228/22/73-ITA. 11 

Government of India 

Central Board of Direct Taxes 

New Delhi, the 27th June, 1973. 

Secretary, Central Board of Direct Taxes .. 

All Commissioners Of Income-tax. 

Subject:-Checking of Refunds-Duties of Inspecting Officers 
Para 17 Chapter XVII, Oftlce Manual Vol. 11 
'Section n. 

I am directed 'to' say that para 17, Chapter XVII of Inco ~ta  

Department Office Manual Vol. II Section II, page 169 provides 
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;that; The staff .of the IAC during inspection of an lncome-tax Circle 
.should adopt the following procedure in checking refunds granted: 

(1) .All refuDdcases where the refund is, Rs. 500 or above 
must be checked, refunds of below Rs. 500 must be 10 
per cent test-checked. 

(ii) All vouchers exceeding Rs. 1000 which have been issued 
during any year should also be checked and initialled by 
the lAC and he should comment on the delays in dis-
posal of the refund applications and excess or short 
refunds ,in Inspection Reports. ' 

The number of refund cases involved in (i) and (ii) above is 
often very large. It has, therefOTe, been decided that the limits 
prescribed in :the above para may be raised to Rs. 5t)00. 

Para 17 therefore, stands modified accordingly. 

As the cases now to be checked by lAC will be much smaller 
in number, the Board desires that instructions contained in para 17, 
Chapter XVII of Inco ~ ta  Department Office Manual should be 
~CT p lo l  followed. 

Copy forwarded tol-

As usual. 

Yours faithfully, 

Sd/· 

(T. P. Jhunjhunw,ala) 

Secretary, Central Board of Direct Taxes. 

Recommendation 

The Committee are of the opinion that on equity whether Gov-
<ernment paid interest to the assessee or vice versa the criterion 
should be the same. Section 215(3) of the Income-tax Act, 1961, 
provides for reduction of interest payable by an assessee as a result 
of. variation of the amount on which the interest was payable on 
rectification or revision whereas section 214 which provides or re-
vision whereas section 214 which provides for Government's paying 
interest to the assessee does not haVe a similar provision for re-
duCing the quantum of interest as a result of rectification or revi-
sion. The Committee accordingly desire :that the differtance in 
language' between section 214 and 215 iJhould be looked into. Fur-
'ltherneitberunder section 214 nor under aecti()n 215 there is a 
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provision for the enhancement of interest payable. The Committee 
no~ that the Ministry propose to haVe tbJe entire quest'ion of pay-
ment of interest by Government to assessees and charging interest 
from assessees by Government in l":espect of excess advance tax 
paid or the short fall of advance tax as the case may be re-examined 
th2roughly in consultation with the Audit and the Ministry of Law. 
The Committee trust that this will be o~e expeditiously and ap-
propriate amendments to the relevant sections of the Act made ~  

necessary. 

[Item 84 (Para 2.338) of the Appendix to the Fift'y first R.'eport. 
of the P.A.C. (1972-73) Fifth Lok 5abha]. 

ActiOD takflll 

The recommendation of the Committee has been noted for pro-
cessing. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 2361262f70-U 
Audit 7-3-73]. 

Further Information (Sr. No. 84) 

~e matter is still under consideration. 

Recommendation 

The Audit Paragraph has brought out 18 cases of over-assess-
ments to the extent of Rs. 13.75 1akhs due to mistakes either in 
computing total income or in application of rates of tax and cal-
culation of tax or in setting off losses carned forward from previous. 
~ar against current year's income. While the Committee note that 
the Ministry have accepted the mistakes in 17 cases and that the 
assessments have been rectified in 16 cases, they would like action 
to be taken to rectify the assessment in the remaining case. 

[51. No. 86 and Para 2.353.of Appendix to 51st Report of the 
P.A.C. (1972-73) Fifth Lok 5abb.aJ. 

AcUeD taau.. 

Rectificatory action in the remaining case has been taken and 
the overcharge is being refunded. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/351170-II 
Audit dated 23-3-1973J. 

Pudber Wormadon 

As indicated in the in~ri  reply sent earlier, for the remaining 
case the Commissioner had directed the lDcome-tax Officer for ree-
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tification and ~ 1  but the Income-tax Officer he since reported 
that the relevant assessment itself has been set aside by the 
Additional Commissioner of Lncome-tax under section 263 of 
Inc,ome-tax Act in order to remedy c,ertain other mistakes. The 
re-assessment is kept pending as one of the general point's involved 
is pending adjudication b;efore the Supreme Court. When the re-
assessment is finally made, the mistakes pointed out by Audit will 
be kept in view and the resultant position will be intimated in due-
course. • . '. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/351/7()..!I 
Audit dated 17-4-73] 

Recommendation 

Admittedly there is an apparent difference in the matter of 
treatment of tax deducted at source between the provisions or 
Sections 214 and 2t5 governing payment to and charging interest 
from assessees for the exceSs or deficiency in the advance tax paid. 
While Section 215(5) clearly stipulated that tax determined on the 
basis of ~ lar assessment should be reduced by the amount of tax 
deductible at source, for the purpose of charging interest from the 
assessee, there is no corresponding provision in Section 214. How-
ever, the Committe,e learn that the Ministry of Law have opined 
that the expression "tax determined on regular assessment" used in 
Section 214 must necessarily be the  tax after giving credit for the 
tax deducted at source. The.Y further learn tbat advance tax is 
itself calculated after giving credit for the tax deducted at source. 
Government may consider the question of amending Section 214 
suitably to place matters beyond doubt. In the meanwhile, suit-
able instructions should be issued to avoid any divergence in practice 
in regard to paymem.t of interest under Section 214. 

[81. No. 89 and Para 2.371 of Appendix to 51st Report of the 
P.A.C. (1972-73)]. 

Action taken 

The suggestion of the Committee for amending section 214 of 
the Inco ~ta  Att has been noted for proce in ~ Necessary in-
structions for calculation of interest payable by the government 
on excess advance tax paid stand issued with Board's Circular No. 
12/12168-I.T.A. III dateq. 11th December, 1968 (Copy.enclosed). 

[Ministry of Finance (Rev. & Ins.) O.M. No. 20/284/69-U 
Audit dated 9-5-19'13] .. 
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.Board's Circular No. 12l12/68-I.T.A. III dated 11 .. 12-68. 

Subject: Interest payable by Government on excess advance 
tax paid-Secuon 214 of the Income-tax Act, 1961. 

A copy of letter F. No. 357/Fin./43(29) dated 10th-January, 1968 
'Irom the Federation of Indian Chamber of Commerce & Industry, 
~New Delhi, addressed to the Chairman, Central Board of Direct 
Taxes, New Delhi is printed below. The point raised by Federa-
tion of Indian Chambers of Commerce and Industry has been con-
sidered by the Boarq. Since advance tax is computed under Sec-
tioh, 209 of the Act' after reducing the tax deducted at source, the 
interest payable under Section 214 is to be determined with 
-reference to the amount determined on regular assessment after 
reducing the tax deducted at o rce~, Like has to be compared with 
the like and this is the intention of law. It will be incorrect to 
.compare net amount of advance tax with gross amount of tax on 
regular assessment for purpose of interest payment under Section 
214 of the Income-tax' Act. Suitable in tr cti~n  may, therefore, 

be issued to the officers working under you. 

Copy of the letter No. F.357/Fin.l43(29) dated the 10th January, 
'1968 from the Federation of Indian Chambers of Co , c~ & 
'Industry aridrf!ssed to the Chairman, Central Board of ·Direct Taxes, 
New Delhi. 

Section 214(1) of the Inco e~ta  Act, 1961 provides that the 
Ce~tral Government shall pay simple interest on the amount by 
whlCh the aggregate sum of any instalment of advance tax paid 
e ,~ee . ,the amount of tax determined on regular assessment. The 
facts of a case ar,e .as under: 

Advance tax demanded by tlbe I~ ta  

Officer, and paid by the assessee 

Tax deducted at source 

Total 

Actual tax determined . on. regular assessment 
Refund due 

Rs. 17,727.00 

Rs. 9,961.00 

Rs. 27,688.00 

20,4:16.00 
7,272.00 

The lri~ e ta  Officer ~aI.1te  the , ~ n  alongwith interest 
'on the exeess advance tax paid. He has, however, now served a 
notice under Section,-154 of the Income-tax Aet to withdraw the 
1n~t paiQ, on the ground that the aggregate of advance tax paid 
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by the assessee did not exceed the tax d,etermined on regular assess-
ment. This obviously is not fair; either the tax determined on 
regular assessment should be taken to be the amount of tax pay-
able by the assessee after adjusting the tax deducted at source or 
the refund should be deemed to relate to the excess advance tax 
paid and not t'he tax deducted at source. 

In such matters, you will kindly appreciate that a liberal inter-
-.. etation of the provisions is called for. We shall be graetful if 
the matter is examined sympathetically. 

A line in reply will oblige. 

Thanking you. ,  I 

Further Information (Sr. No. 89) 

The matter is still under consideration. 

Recommendation 

,The" COmmittee are distressed to note the non-deduction or short 
deduction of tax at source on interest payments and delayed remitt-
ance of tax deducted which also did not attract the p~nal provisions 
of the 'Act. It is strange that Income-tax Department itself is a de-
faulter in this regard. Such serious lapses 'noticed ;10 test'· cheek of·' 
.cases by Audit should have compelled the Department to undertake 
a review in all the charges to find out the extent of failnre and to 
take appropriate action including rectification and recovery which, 
however, surprisingly enough were not done. The Committee expect 
that such review should be done without further delay and the results 
intimate<i to them. 

Unless deterrent measures are taken to make such defaults unre-
warding, the defaults are bound to recur. The Committee would, 
therefore like to know why penal provisWns were not invoked in 
respect of cases pointed out by Audit and whether there were similar 

laxities in other cases. 

The Committee note that the Central Board of Direct Taxes are 
reviewing the whole matter of tax deductions at source including 
those made under Section 194A with a view to making certain 
changes. The Committee hope that expeditious steps would be taken 
to ensure correct and timely deduction of tax at source as well as its 
prompt re~ittance. The Committee would ~wait the o tco~e of the 
reView ot· the position by -the Board.' . 
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. ~ccor in  to the Ministry, although,technically the department 
18 liable to deduct tax at source on interest paid by it to the assessee 
it would involve a lot of avoidable accounting and a ini trati ~ 
work. The Committee understand that an amendment to the Act in 
this regard is under consideration. They wish to observe that any 
change that is made should provide adequate check to see that the 
assessees do not escape the tax liability on the interest paid to them 
by the Department. 

[S1. Nos. 90 to 93 and Paras 2.383 to 2.386 of Appendix to 51st 
Report of the P.A.C. (1972-73) Fifth Lok Sabha]. 

AeUoa. talum 

The Committee's suggestion is being examined. 

The relevant infonnation is being collected from the Commission-
ers and the result will be intimated in due course. 

The matter is still under consideration. 

[Ministry of Finance (Rev. & Ins.) O.M. No. 236/ 
240/70-11 Audit dated 14-3-197!i]. 

Further IDIormation (Sr. Nos. 91-.1) 

Items 43 & '44: A .review was ordered vide Board's Instruction 
No. flIT (F. <J-77/5/73-ITJ) dated 31st March, 1973 (eoP7 attached.). 
the results of the review received from the Commissioners are being 
compiled, and will be furnished to the Committee soon. 

Copy of Instruction No. 537 dated the 31st March, 1973 from F .. 
No. 277/5/73-ITJ from the Secretary, CBDT to All CSIT and ACSIT. 

Sub: PAC's 51st Report (1972-73)-Para 2,338 regarding Sec-
tion 194A of the Income-tax Act. 1961. 

The Public Accounts Committee in para 2.383 of their Report 
(1W12-73) have observed aa under: 

"The Committee are distressed to note the non-deduction or· 
short deduction of tax at source on interest payments and 
delayed. remittance of tax deducted which also did not at-
tract the penal provisions of the Act. Such serious lapses 
noticed in test check of cases by Audit should have com-
pelled the Department to undertake a review in all the 
Charges to find out the extent of failure and to take appro-
priate action including rectification and recovery which 
however, surprisingly enough were not done. The Com-
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mittee expect that sUch reView should be done without 
further delay and the results intimated to me." 

The context of the above noted concluding Jlecommendations is 
provided by paras 2.372-82 of the Committee's Report vide copy 
attached.· 

2. The Committee's observations about Income-tax Department's 
Omission to deduct tax at source from the interest paid by them to 
the assessees is under Board's consideration. As regards the other 
recommendations about the rchecking up of failure of other agencies 
in complying with the provisions of section 194-A, the Board desire 
that an immediate review be carried out in all Charges to ascertain 
the extent of non-deduction/short deduction of tax at source on in-
terest payments and delayed remittance of tax deducted at s011rce. 
The review should cover (i) the arrangements for watching and en-
forcing compliance, (ii) cases of omission Or failure noticed lond re-
medial action taken and (iii) suggestions for improvement to ensure 
proper implementation of the provision. 

3. The result of review suggested above may be intimated to the 
Board by 31st May, 1973. 

Further Information (Sr. Nos. 92--93) 

Attention in invited to the Ministry's reply to item 57 of the above 
O.M. relating to Para 7.12 of their 51st Report. The whole question 
Of deduction at source is being examined by an informal Committee 
appointed to consider the Department's tax accounting system, in-
.eluding tax deduction at source, and suitable measures will be taken 
on receipt of the Committee's recommendations. AIMndment of law 
regarding the liability of I.T. Department to deduct tax at source is 
still under consideration. 

Recommendation 

The Committee learnt from Audit that a system of reconciliation 
between the amount of tax deducted at source and the amount re-
mitted to Government account was in vogue in Britain and that the 
same was brought to the notice of the Central Board of Direct Taxes 
by Audit in July, 1970. The Committee were informed that the 
Board had recently started the system of giving permanent account 
number to each assessee. The Committee desire that the sYstem 
Followed in Britain should be studied and a producedure devised 
to arrive at a satisfactory system of reconciliation. 

[Sl. No. 108 and Para 4.57 of Appendix to the 51st Report of 
the P.A.C. (1972-73)]. 

• DOt attached. 



168 
Action Takea 

The question of devising a suitable procedure in the matter of de-
duction and colleetionof tax· at source is under examination in the-
light of the recommendations of the Direct Taxes Enquiry Committee. 
The suggestion for introducing a Central Contro.IfAccount System 
as prevalent in the United Kingdom has been noted and will be con-
sidered while devising. the new procedure. 

[Ministry of Finance (Revenue and Insurance) C.M. No. 231{ 
5/71-A & PAC dated 24-3-1973]. 

Further Information (Sr. No. lOS) 

A Committee of officials has been appointed informally under the-
auspices of the Directorate of 0 & M Services to consider the tax 
accounting system Of the Income-tax Department and make neces-
sary recommendations in this behalf; the papers regarding the .U.K. 
System have been made available to the Committee for keeping in 
view. Their recommendations are awaited for suitable action. 

Recommendation 
The Committee find that during the year 1969-70 the penalty im. 

posed amounted to Rs. 15.03 crores which was much less than the-
concealed income of Rs. 60.50 crores, although according to the 
InNme-tax Act the minimum penalty should be equal to the con-
cealed income. The Committee were informed that this differf'nce 
may be due to some of the assessments being for the period prior 
to 1st April, 1968 when the minimum was 20 per cent of the tax. 
The Committee, however, find that according to the judgement in 
Jain Brothers case the crucial date ~r the purpose of penalty is the 
date of completion of the assessment and not the assessment year. 
The Ministry of Finance have stated that according to the Law 
Ministry the crucial date for detennining the quantum 'of penalty is. 
the date of filing of the return and not the date of passing the assess-
ment order. The Committee suggest that in view of judgement in 
Jain Brothel'S case the matter should be further examined in con-
sultation with the Attorney General. The Committee would like to 
know the outcome of the examination. 

[S1. No. 113 and Para 5.12 of Appendix to 51st Report of the-
P.A.C. (1972-73)-Fifth Lok Sabha]. 

ActiOD Taken 
The question of reference to Attorney' General is under considera-

tion by Law Ministry. 
[Ministry of Finance (Revenue and Insurance) O.M. No. 231{ 

11/71-A & PAC dated 2-4-1973]. 
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l'urther lDformation (Sr. No. 113), 

Attention of the Committee is invlted to' the Ministry's reply to 
item No. 32 (of the above noted a.M. dated 2nd N'ovember, 1913) 
regarding para 2.290 of the 51st Report of be P.A.C. (19'Z2-'Z3). 

. In this connection attention is invited to the Ministry's reply tOo 
item ~o. 5 of Lok Sabha Secretariat a.M. No. 3\1128\1\72IPAC dated 
26th October, 1973 regarding para 2.60 of 50th. RepOl't of P.A.C~ 

(1972-73). 

Recommendation 

The Committee find that the voluntary disclosures of undisclosed 
income under Section 271 (4A) of the Income Tax Act made during 
the years 1968-69 and 1969-70 were rather disappointing. During 
1966-69 the number of declarants was 1348. Declaring an income of 
Rs. 12.95 crores and during 1969-70 the number of cases was 908 dec-
laring an income of Rs. 6.30 crores. These cases included 127 cases 
in the year 1968-69 in which the disclosed income had already been 
detected, while there were 442 such cases in 1969-7(}. The Committee 
are not satisfied with the progress of completion of assessment cases 
'of voluntary disclosures. The number of assessments completed in 
1968-69 was 783 and those completed .during 1969-70 was 442. As on 
31st March, 1970, there were 1,555 outstanding cases without finalisa-
tion. This figure includes cases which relate to earlier years includ-
ing 1965-66. The recovery of tax made in cases of completed assess-· 
ments was also not satisfactory. ,During the yea!' 1968-69 only an 
amount of Rs. 95 lakhs out of tax of Rs .. 260 lakhs was recovered out 
of tax of Rs. 155 lakhs. The Committee were ,informed during evi-
dence that in order to expedite the assessment and collection of taxes 
under the Voluntary Disclosure Provisions, a lot of flexibility should 
be left to the Department. Further there should be a vigorous en-
forcement machinery. The Committee find that the Direct Taxes 
Enquiry Committee (1971) have in their final rep.ort suggested that 
to ensure that the settlement is fair, promp.t ~n  ~n epen ent,. t?ere' 
should be a high-level machinery for admlnlstenng the pl'OVlSlOOS, 
which would also incidentally relieve the field o ic~r. o.f onero.us res-
ponsibility and the risk of having to face adverse cnbClsm hl~h. has 
been responsible for the slow rate of disposal of disclosure petitIOns. 
Th Direct TS,¥e8 Enquiry Committee have reco~~n e  that the-
e . t body wlthm the Depart-

ett1~ ent may be entrusted to a separa e. _ 
i . to be called the Direct Taxes Settlement Tnbunal. The Com 
~e desire that effective steps should be taken to finalise the cases. 

pending under the Voluntary Disclosures Scheme. For this purpose,. 
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the Department should seriously ·consider to whatextem flexibility is 
needed to expedite settlement of the cases and also whether it is 
necessary to create another body to be entrusted with this work as 
recommended by the Direct Taxes Enquiry Committee. The Com-
mittee desire that the matter should be exarninedexpeditiously. The 
Committee expect the Department to ensure that full recovery is 
effected without delay in cases which have already been finalised. 
'The Committee would like to be informed of concrete steps taken to 
.achieve this objective. 

[So No. 114 and Para 6.10 of Appendix to 51st Report of the 
PAC (1972-7'3)-Fifth Lok Sabha]. 

Action Taken 

Instructions ha.ve been issued to all the Commissioners for expedi-
tious disposal of voluntary disclosure cases and for effecting quick 
recovery of such demands vide attached copy of Board letter No. F. 

1 11 7 ~II (Inv.) , dated 14th March, 1973. As regards the sugges-
tions for review of the statutory provisions and constitution of a spe-
cial organisation for settlement cases, the matter has been under con-
sideration in the context of Wanchoo Committee's Report and the 
position will be known when the proposed taxation laws (Amend-
ment) Bill is introduced in the Parliament. 

To 

~ir, 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/ 
11/71-A&PAC dated 30-4-1973]. 

F. No. 28V14/73-n (Inv.) 

GoVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

IMMEDIATE 

New Delhi. the 14th March, 1973· 

Commissioner of Income-tax, 

SUBJECT: Voluntary disclOBtLre petitions 'II. / s 271 (4A )-Dispo84l 
of-Instructions regaTding-

In their 51st Report to the Fifth Lok Sabha, the Members of the 
Public ~co nt  Committee have expressed their dissatisfaction with 
the slow pace in the .finalisation of cases of voluntary disclosures and 
also in the .:recQveryof demands outstanding where the assessments 
bave already been completed in these cases. 
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2. Board. therefore, desire that the Commissioners should personal-

ly review all tJfese cases which are pending and work out a scheme to 
ensure that the cases are disposed of expeditiously. It should be the 
department's endeavour that except in really complicated cases, no 
petition uls 271(4A) is kept pending for more than six months. In 
this connection, Board would like to have information in the follow-
ing proforma from all the Commissioners by 31st May, 1973. 

No. of disclosure 
t'etitions uts 271 
(4A) pending as on 
1-4-1973 

PART r 

No. of petitions Brief reasons for Action proposed to be 
pending for more pendency of the taken for finaliSl-
than 6 months as petitions shown in tiCI'. of I'etiticns 

on 1-4-73 ( out Col. 2 (with details shown in Col • .2 
of Col. I) where the total 

2 

income disclosed is 
more than Rs. 1 
lakh). 

3 

PART-II 

4 

-Total No. of cases settled u/s Total arnoUJIt of demands 
271(4A) (Year-wise) where outstlJldina in respect of 

Brief reasons for not recovering 
the demand shown in Col. 2 
in respect of cases where 
outataAding demand is 
more than RI. I laths to 

demands are outstcnding as casea in Col. 1 
on 31-3-73 

be annexed 

1 3 

1965-66 · 
1966-67 · 
1967-68 · 
1968-69 · 
1969-70 · 
1970-71 

1971-72 

1972-73 · 
TOTAL · . 

3. Please acknowledge the receipt of this letter. 

..619 LS-12 

Yours faithfully, 
Bdl· (J. RAMAIYER), 

StCf'et4"Y , 
CeM1'tll r.8oot'cl -oj Pireot Taa., 
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Further Information (Sr. No. U4.) 

Board had issued instructions to the Commissioners of Incom.e-
tax as far back as 5th September, 1967 [F. No. 58/74/67-IT(Inv)J 
asking them to expedite the disposal of disclosure petitions u/s 271 
(4A); copy attached. The Cs.I.T. were further addressed in this be-
half for review vide Board's No. F.281/14/73-IT(Inv.) of 14th March. 
1973, vide interim reply sent earlier on 30th April, 1973. 

The comparative figures of disposal of petitions u/s 271 (4A) dur-
ing the years 1971-72 and 1972-73 as ascertained on review are given 
below:-

1971-72 

1972-73 
1,199 

1,378 

It will be observed from the above that there is an increase of 
about 15 per cent in the disposal of such petitions in 1972-73 as com-
pared to 1971-72. Out of 5,029 petitions pending on 1st April, 1973, 
as many as 524 petitions were disposed of during the 5 months from 
1st April, 1973 to 31st August, 1973. The Board feel that there is fur-
ther scope for improvement. It is therefore, proposed to emphasise 
on the Commissioners once again to look into the petitions which 
are pending for more than 4 years and dispose them of before the 
end of this financial year. 

As regards the delay in initiating review, sufficient number of 
printed copies of the 51st Report were not made available initially 
for circulation to Commissioners etc. in the field and Branch officers, 
at headquarters; to start with only 4 copies of the Report were re-
ceived with Lok Sabha Secretariat O.M. No. 21711III6[72[PAC __ dated 
1st September, 1972 as against larger number usually supplied, and 
more copies had to be obtained later; secondly the Ministry had to 
process the large number of recommendations in the Report simul-
taneously within the prescribed period of six months and this result-
-"ed in phased programme over the period. 
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F. No. 58/74/67-IT(Inv.) 

GOVERNMEN'l' OF INDIA 

CENTRAL BpARD OF DIRECT TAXES 
New Delhi, the 5th September, 1967. 

The Secretary, 
Centrel Board of Direct Taxes, 

All Commissioners of Income-tax, 

SUBJECT: Expeditiou.s disposal of disclos'UTe-cases under section 
271 (4A) 

Complaints have been received that sometimes there is consider-
able delay in disposal of cases of voluntary disclosure under section 
271(4A) of the Income-tax Act, 1961. 

2. While it is appreciated that sometime is bound to be taken in 
cases, where prolonged enquiries are needed, there will be a number 
of other cases where, with prompt attention from the Commissioners, 
the cases would be disposed of expeditiously. You are, therefore. 
requested to scrutinise all pending cases and dispose of as many as 
possible without delay. A proper watch should be kept on applica-
tions under Section 271 (4A) sent to the Income-tax Officers for report 
and, except where prolonged enquiries are needed, the reports should 
be obtained from the Income-tax Officers and cases disposed of quick-
ly. •. 

3. A quarterly statement of voluntary disclosure of income under 
section 271 (4A) is already being sent by you in response to Board's 
letter No. 16/15/65-IT(Inv.) dated 16th March, 1965. For the quarter 
ending 30th September, 1967 onwards an annexure in the form given 
below should be sent along with the quarterly statement. 

" 
·1. 

Yours faithfully, 
Sd/- G. R. HEGDE, 

SeC'1'etal'1/, 
CentrAl Boat'dof ~ T=e., 
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PROFORMA 

Statement for the quarter ending ~ ____ . ____ _ 
, 

(1) Number of voluntary disclosure cases pending with Com-
missioner of Income-tax at the commencement of the quar-
ter. 

(2) Number of cases received during the quarter. 

(3) Total. 

(4) Nwnber disposed of dul'ing the quarter. 

(5) Balance at the end of the quarter. 

(6) List of cases, pending at the end of the quarter for more 
than six nwnths, with brief reasons. 

Recommendation 

The Committee note that for non-deductiolt or part-deduction of 
tax from dividends at source bf companies, there were convictions 
in 237 cases in 1968-69, 135 cases ill 1169-7.0 anei lSI caBesin 1970-71. 
The Committee learnt with satisfaction that as a result of prosecu-
tions launched against defautting companies, cases of defaults have 
declined. The Committee dMire that the Department should devise 
& aystem whereby tax deducted by companies is remitted to Govern-
ment Within the preseribedperiod of one week. In 196&';'70 there 
were 90 calles in whieh tax was -l'emitted after one week of deduction 
or receipt of. challan. The Committee ~ e t that the Department 
aiaGuld take atringeM action against the parties who failed to remit 
tax dedueted Within tile prescmbedttme. 

[S1. No. 115 and Para 7.12 of Appendix to the 51st Report of the 
P.A.C. (1972-73)]. 

AtiiIa ..,..... 

The obsel'\Tations of the Committee have been noted for proces-

sing. 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/ 
2417G-IT-Audit dated 2-3-1973) 

Further Worm-don 

The W •• hoo Committee also has made simtIar recommendations 
(~ ..,.. 4'" Mel 4.66 'Of 'the Report) regarding the deduction of 
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tax at source Bnd its collection. These recommendations are being 
e aDLi e~ 

[Ministry of Finance (Revenue and Insurance) O.M. No. 231/ 
24i70-IT-Audit dated 26-3-1973]. 

Further Information (Sl ~ No. 115) 

The Board have appointed an informal Cpmmittee under the aus-
pices of Directorate of 0 & M Services to examine our tax account-
ing system and make necessary recommendations for Board's action. 
The Committee will cover the subject of tax deduction at source and 
relevant procedures also. Their report is awaited. 

NEW DELHI; 

21st April, 1975. 

1st Vclis4kha, 1897 (Sake). 
JYOTIRMOY BOSU, 

Chairman, 

Public Accouwts Committee. 



Pa
ra

 N
o.

 
Sr

. 
N

o.
 

of
 t

he
 

R
ep

or
t 

J 
2 

I.
 

1.
4 

2
. 

1.
9 

3· 
I.

tO
 

A
pp

en
di

x 

Su
m

m
ar

y 
of

 M
ai

n 
C

on
cl

us
io

ns
IR

ec
om

m
en

da
tio

,,'
, 

M
in

is
tr

y 
co

nc
er

ne
d 

3 

Fi
na

nc
e 

(R
ev

. a
nd

 I
ns

.) 

D
o.

 -c
1o

-

C
on

cl
us

io
ns

/R
ec

om
m

en
da

tio
ns

 

4 

T
he

 C
om

m
it

te
e 

de
si

re
 t

ha
t 

fin
al

 r
ep

li
es

· i
n 

re
ga

rd
 t

o 
th

O
<l

:f>
 

re
-

co
m

m
en

da
ti

on
s 

to
 w

hi
ch

 o
nl

y 
in

te
ri

m
 r

ep
li

es
 h

av
e 

so
 f

ar
 b

ee
n 

fu
r-

ni
sh

ed
, 

sh
ou

ld
 b

e 
su

bm
it

te
d 

to
 t

he
m

 e
xp

ed
it

io
us

ly
 a

ft
er

 s
ho

w
in

g 
th

em
 t

o 
A

uc
ut

. 

T
he

 C
om

m
it

te
e 

w
ou

l .
! 

lt
ke

 t
o 

be
 g

pp
ri

se
d 

of
 t

he
 f

.n
di

ng
s 

of
 t

ht
' 

ab
ov

e 
in

fo
nn

al
 C

om
m

itt
ee

. 
It

 s
ho

ul
d 

be
 a

sk
ed

 
to

 
co

m
pl

et
e 

it
s 

w
or

k 
ex

pr
ed

io
us

ly
. 

A
ct

io
n 

sh
ou

ld
 

be
 

ta
ke

n 
ur

ge
nt

 b
y 

G
ov

er
n-

m
en

t o
n 

it
s 

re
co

m
m

en
da

ti
on

s 
an

d 
fi

nd
in

gs
 a

nd
 t

he
 C

om
m

it
te

e,
 k

ep
t 

in
fo

rm
ed

 0
r 

pr
og

re
ss

 i
n 

t;
,ir

 r
es

pe
ct

. 

T
he

 
C

om
m

it
te

e 
no

te
 

th
at

 
th

e 
M

in
is

tr
y 

is
 a

1s
o 

ob
ta

in
in

g 
fo

r 
st

ud
y 

th
e 

pa
rt

ic
ul

ar
s 

of
 m

et
ho

do
lo

gy
 o

f 
bu

dg
et

 e
st

im
at

es
 f

ol
lo

w
ed

 
in

 t
he

 U
ni

te
d 

ki
ng

do
m

 a
nd

 t
he

 U
ni

te
d 

St
at

es
 o

f 
A

m
er

ic
a 

an
d 

th
at

 
th

e 
se

nd
in

g 
of

 a
 d

ep
ut

at
io

n 
fo

r 
st

ud
y,

 i
f 

ne
ce

ss
ar

y,
 w

il
l 

be
 c

on
si

-
de

re
d 

la
te

r.
 

T
he

 s
ta

ge
 a

t 
w

hi
ch

 t
he

 s
tu

dy
 i

s 
at

 p
re

se
nt

 s
ho

ul
d 

be
 

re
po

rt
ed

 
;.0

 
th

e 
C

om
m

itt
ee

. 
Th

e 
C

om
m

it
te

e 
ar

e 
of

 t
he

 
op

in
io

n 

.... ..
;J

 
C

D
 



.t 
i.
I.
t 

Do
 

':, 

s 
I.
I
S 

D
o 

; 
. 

6 
1.
2
1 

D
o 

1
1'
 
r 

t
ha
t 
t
h
e 
s
e
b
di
n
g 
of
 
a 
d
e
p
ut
at
i
o
n 
t
or
 s
u
c
h 
st
u
d
y 
t
o 
t
h
e 
U. 
K.
 
a
n
d 

u. 
S.
 
A. 
is
 n
ot
 
ne
ce
ss
ar
y,
 
T
h
e 
r
es
ul
ts
 
of
 
t
h
e 
st
u
d
y 
a
n
d 
t
h
e 
a
ct
i
o
n 

t
a
k
e
n 
t
h
er
e
o
n 
b
y 
G
o
v
er
n
m
e
nt
 
s
h
o
ul
d 
of
 
c
o
ur
se
 
b
e 
r
e
p
or
t
e
d 
t
o 
t
h
e 

C
o
m
mi
tt
ee
 
wi
t
h
o
ut
 
u
n
d
u
e 
de
la
y.
 

T
h
e 
C
o
m
mi
tt
ee
 
h
a
v
e 
n
o 
o
bj
ec
ti
o
n 
t
o 
t
h
e 
de
ci
si
o
n 
to
 
tr
e
at
 
t
h
e 

t
w
o 
re
c
o
m
me
n
da
ti
o
ns
 
t
h
at
 o
f 
t
h
e 
Di
r
e
ct
 
T
a
x
es
 
E
n
q
ui
r
y 
C
o
m
mi
tt
e
e 

(
Wa
nc
h
o
o 
C
o
m
mi
tt
e
e)
 
a
n
d 
t
h
at
 
m
a
d
e 
b
y 
t
h
e 
C
o
m
mi
tt
e
e 
t
o
g
et
h
er
 

so
 
l
o
n
g 
as
 
t
hi
s 
li
n
ki
n
g 
d
o
e:
 
n
ot
 
r
es
ul
t 
i
n 
de
la
y.
 
T
h
e 
C
o
m
mi
tt
e
e 

w
o
ul
d 
ur
g
e 
t
h
e 
G
o
v
er
rr
n
e
nt
 
t
o 
c
o
me
 
t
o 
a
n 
e
ar
l
y 
de
ci
si
o
n 
wi
t
h
o
ut
 

a
n
y 
f
ur
t
h
er
 
l
os
s 
of
 
ti
mf
> 
a
n
d 
r
e
p
or
t 
t
h
e 
o
ut
c
o
m
e 
t
o 
t
h
e 
C
o
m
mi
tt
e
e.
 

As
 
m
or
e 
t
h
a
n 
t
w
o 
ye
ar
s 
h
a
v
e 
el
a
ps
e
d 
si
nc
e 
t
h
e 
pr
es
e
nt
at
i
o
n 

of
 
t
h
e 
Re
p
or
t,
 
t
h
e 
C
o
m
mi
tt
e
e 
c
o
ns
i
de
r 
t
h
at
 t
h
e 
c
o
m
pl
et
i
oJ
l 
of
 
t
h
e 

e
x
a
mi
n
at
i
o
n 
of
 
t
h
e 
w
or
ki
n
g 
of
 
t
h
e 
I
nt
er
n
al
 
S
ur
v
e
y 
s
h
o
ul
d 
n
ot
 

ta
ke
 
a
n
y 
m
or
e 
ti
me
. 
T
h
e 
Di
re
ct
or
 
of
 
I
ns
pe
ct
i
o
n,
 
t
o 
w
h
o
m 
t
h
e 

e
x
a
mi
n
at
i
o
n'
 o
f 
t
h
e 
w
or
ki
n
g 
of
 
t
h
e 
I
nt
er
n
al
 
S
ur
v
e
y 
h
a
d 
b
e
e
n 

e
nt
r
us
t
e
d 
i
n 
19
73
, 
h
a
d 
m
or
e 
t
h
a
n 
a
m
pl
e 
ti
me
 
f
or
 
c
o
m
pl
et
i
n
g 
t
h
e 

e
xa
mi
na
ti
o
n.
 
H
e 
s
h
o
ul
d 
b
e 
ca
ll
e
d 
u
p
o
n 
t
o 
e
x
pl
ai
n 
t
h
e 
re
as
o
ns
 
f
or
 

t
h
e 
ti
me
 h
e
~
h
a
 
t
a
k
e
n 
u
n
d
er
 
a
d
vi
ce
 
t
o 
t
h
e 
C
o
m
mi
tt
ee
 
a
n
d 
if
 h
e 
h
as
 

n
ot
 
al
r
e
a
d
y 
c
o
m
pl
et
e
d 
t
he
 
e
xa
mi
na
ti
o
n,
 
h
e 
s
h
o
ul
d 
b
e 
as
ke
d 
t
o 
d
o 

s
o 
wi
t
h
o
ut
 
f
ur
t
h
er
 
l
os
s 
of
 
ti
me
. 

T
h
e 
C
o
m
mi
tt
e
e 
h
a
d 
n
ot
 
e
x
p
e
ct
e
d 
t
h
e 
Mi
ni
st
r
y 
m
er
el
y 
t
o 
r
es
t 

c
o
nt
e
nt
 
wi
t
h 
t
a
ki
n
g 
n
ot
e 
of
 
t
h
e 
o
bs
er
va
ti
o
ns
 
of
 
t
h
e 
C
o
m
mi
tt
ee
. 

T
h
e 
C
o
m
mi
tt
ee
 
h
a
d 
l
oc
ke
d 
f
or
w
ar
d 
t
o 
be
i
n
g 
a
p
pr
is
e
d 
of
 
t
h
e 
s
pe
ci
-

fi
c 
st
e
ps
 
t
a
k
e
n 
or
 
pr
o
p
os
e
d 
t
o 
b
e 
t
a
k
e
n 
b
y 
t
he
 
G
o
v
er
n
m
e
nt
 
t
o 
e
n-

s
ur
e 
t
h
at
 
t
h
e 
s
ma
ll
 
I
nc
o
me
 
Sc
he
me
 
wa
s 
n
ot
 
e
x
pl
oi
te
d 
b
y 
u
ns
cr
u-

-
-
-
-
-
-
-
-
-
-

... -:J -:J 



1 
2 

7 
I.
2
S 

8 
'.
3
9 

3 
4 

p
ul
o
us
 
hi
g
h 
i
nc
o
me
 
as
se
ss
ee
s 
ma
s
q
ue
ra
di
n
g 
as
 
s
ma
ll
 
i
nc
o
me
 
as
se
s-

se
es
 
a
n
d 
t
h
at
 t
h
e 
ge
n
ui
ne
 
s
ma
ll
 
i
nc
o
me
 
as
se
ss
ee
s 
we
re
 
n
ot
 
s
u
bj
ec
-

t
e
d 
t
o 
ha
ra
ss
me
nt
 
b
y 
be
i
n
g 
as
ke
d 
to
 
a
p
pe
ar
 
be
f
or
e 
t
h
e 
I
nc
oI
Jl
e-
ta
x 

a
ut
h
or
it
ie
s.
 
T
he
 
C
o
m
mi
tt
ee
 
w
o
ul
d 
a
w
ai
t 
a 
f
ur
t
h
er
 
r
e
p
or
t 
i
n 
t
hi
s 

re
ga
r
d.
 

Fi
na
nc
e 
(
Re
v. 
an
d 
I
ns
.)
 

T
he
 
C
o
m
mi
tt
ee
 
r
e
gr
et
 
t
o 
n
ot
e 
t
h
at
 
no
 
re
vi
e
w 
ha
s 
be
e
n 
u
n
d
er
-

ta
ke
n 
b
y 
t
h
e 
G
o
ve
r
n
me
nt
 
o
n 
t
he
 l
i
ne
s 
s
u
g
ge
st
e
d 
b
y 
t
h
e 
C
o
m
mi
tt
ee
. 

T
he
 
C
o
m
mi
tt
ee
 
ar
e 
of
 
t
he
 v
ie
w 
t
h
at
 a
 
t
h
or
o
u
g
h 
re
vi
e
w 
of
 
t
h
e 
ki
n
d 

i
n
di
ca
te
d 
i
n 
pa
ra
gr
a
p
h 
2.
28
 
of
 
t
he
ir
 5
1s
t 
Re
p
or
t 
(
Fi
ft
h 
L
o
k 
S
a
b
h
a)
 

wo
ul
d. 
se
r
ve
 
a 
v
er
y 
us
ef
ul
 
p
ur
p
os
e.
 
T
he
y,
 
t
he
re
f
or
e,
 
de
si
re
 
t
h
at
 
~
 

s
ue
h 
a 
re
vi
e
w 
s
h
o
ul
d 
b
e 
ca
rr
ie
d 
o
ut
 
f
or
t
h
wi
t
h.
 
T
h
e 
C
o
m
mi
tt
ee
 
c
o 

w
o
ul
d 
a
wa
it
 
t
he
 r
e
s
ul
t
s 
of
 
t
h
e 
re
vi
e
w 
a
n
d 
ac
ti
o
n 
t
a
k
e
n 
t
he
re
o
n.
 

D
o 

T
h
e 
C
o
m
mi
tt
ee
 
ar
e 
of
 
t
h
e 
vi
e
w 
t
h
at
 t
h
e 
m
o
nt
hl
y 
re
vi
e
ws
 w
hi
c
h 

ar
e 
ca
rr
ie
d 
o
ut
 
b
y 
t
h
e 
Di
re
ct
or
 
of
 
I
ns
pe
ct
i
o
n 
(I
. 
T. 
A
u
di
t)
 
wi
ll
 
n
ot
 

ac
hi
e
ve
 
t
h
e 
o
bj
ec
t 
t
he
 
C
o
m
mi
tt
ee
 
h
a
d 
i
n 
mi
n
d 
i
n 
s
u
g
ge
st
i
n
g 
a 

m
or
e 
c
o
m
pr
e
he
ns
i
ve
 
re
vi
e
w 
of
 
t
h
e 
sc
o
pe
 
a
n
d 
n
at
ur
e 
of
 
t
h
e 
c
he
c
ks
 

ca
rr
ie
d 
o
ut
 
b
y 
t
h
e 
I
nt
er
na
l 
A
u
di
t.
 
T
h
e 
C
o
m
mi
tt
ee
 
c
o
ns
i
de
r 
t
h
at
 

it
 
is
 
es
se
nt
ia
l 
t
o 
ha
ve
 
a 
c
o
m
pr
e
he
ns
i
ve
 
re
vi
e
w 
b
y 
t
h
e 
B
o
ar
d 
at
 

le
as
t 
o
nc
e 
i
n 
si
x 
m
o
nt
hs
 
wi
t
h 
a 
vi
e
w 
to
 i
m
pr
o
vi
n
g 
t
h
e 
ef
fi
ci
e
nc
y 
of
 

t
h
e 
I
nt
er
n
al
 
A
u
di
t 
a
n
d 
de
si
re
 
ac
c
or
di
n
gl
y 
t
h
at
 
t
h
e 

i
~
 
9f
 
S
Y
C
D 

~
 
m9
IJ.
PJl
y 
re
vj.
e
WI;
l 
be
 

n
~
r
t
a
e
n
 

o
r
t
w
i
~
,
 



9 
1.
30
 

1
0 

1.
3
4 

I
I
 

1.
3
8 

1
2 

1.
4
2 

D
o 

D
o 

O
n 

D
o 

T
h
e 
C
o
m
mi
tt
ee
 
f
ur
t
h
er
 
re
it
er
at
e 
t
h
at
 
t
h
er
e 
s
h
o
ul
d 
b
e 
cl
os
e-

c
o
or
di
na
ti
o
n 
be
t
we
e
n 
t
he
 I
nt
er
n
al
 
A
u
di
t 
a
n
d 
Re
ve
n
ue
 
A
u
di
t 
w
hi
c
h 

is
 r
e
n
de
ri
n
g 
m
os
t 
i
n
va
l
ua
bl
e 
se
r
vi
ce
 -
so
 
as
 
t
o 
h
a
v
e 
t
h
e 
ll
Ul
Xi
mu
m 

_ i
m
pa
ct
 o
n 
t
h
e 
re
ve
n
ue
 
c
ol
le
ct
i
n
g 
or
ga
ni
sa
ti
o
n.
 

M
or
e 
t
h
a
n 
t
w
o 
ye
ar
s 
h
a
v
e 
el
a
ps
e
d 
si
nc
e 
t
h
e 
pr
es
e
nt
at
i
o
n 
of
 
t
h
e 

-
Re
p
or
t,
 
T
h
at
 
m.
uc
h 
ti
me
 
wa
s 
s
ur
el
y 
m
or
e 
t
h
a
n 
e
n
o
u
g
h 
f
or
 
c
a
m
p-

le
t
4
1
g 
t
h
e 
st
u
d
y 
s
u
g
ge
st
e
d 
b
y 
t
h
e 
C
o
m
mi
tt
ee
. 
T
hi
s 
is
 
re
gr
et
ta
bl
e.
 

T
h
e 
C
o
m
mi
tt
ee
 
re
q
ui
re
 
t
h
at
 
t
he
 
st
u
d
y 
s
h
o
ul
d 
b
e 
c
o
m
pl
et
e
d 

wi
t
h
o
ut
 
f
ur
t
h
er
 l
os
s 
of
 
ti
me
 a
n
d 
t
h
e 
re
s
ul
ts
  
of
 t
h
e 
st
u
d
y 
a
n
d 
ac
ti
o
n 

ta
ke
n:
 o
r 
pr
op
O.
se
d 
to
 b
e 
t
a
k
e
n 
t
he
re
o
n 
s
h
o
ul
d 
be
 
i
nt
i
ma
te
d.
 t
o 
t
h
e
m 

wi
t
hi
n 
th
re
e m
o
nt
hs
. 

. ~
 

T
he
 
C
o
m
mi
tt
ee
 
fi
nd
 
it
 d
if
fi
c
ul
t 
t
o 
u
n
d
er
st
a
n
d 
w
h
y 
s
o 
m
u
c
h 
ti
me
 
...
. 

s
h
o
ul
d 
b
e 
ne
ce
ss
ar
y 
f
or
 
ar
ri
vi
n
g 
at
 
a 
de
ci
si
o
n 
as
 
t
o 
w
h
at
 
e
xa
ct
l
y 
ca 

c
o
ns
ti
t
ut
es
 
a 
ne
w 
i
n
d
us
tr
ia
l 
u
n
de
rt
a
ki
n
g.
 
T
he
 
C
o
m
mi
tt
ee
 
ar
e 

s
o
me
w
ha
t 
s
ur
pr
is
e
d 
t
o 
n
ot
e 
t
h
at
 i
n 
t
hi
s 
ca
se
 
t
h
e 
Mi
ni
st
r
y 
w
as
 
Do
t 

a
bl
e 
t
o 
gi
ve
 
a 
de
fi
ni
te
 
o
pi
ni
o
n 
b
ut
 
e
x
pr
es
se
d 
it
se
lf
 
i
n 
t
e
nt
at
i
v
e 

te
n
ns
. 
T
h
e 
C
o
m
mi
tt
ee
 
wa
s 
u
n
d
er
 
t
h
e 
i
m
pr
es
si
o
n 
t
h
at
 t
h
e 
Mi
ni
st
r
y 

of,
 
L
a
w 
i
n
va
ri
a
bl
y 
w
o
ul
d 
e
x
pr
es
s 
it
se
H 
i
n 
cl
ea
r 
a
n
4 
de
fi
ni
te
 
te
r
ms
 

i
n 
a 
m
at
t
er
 
as
 s
i
m
pl
e 
as
 
t
hi
s.
 
T
h
e 
C
o
m
mi
tt
ee
 
de
si
re
 
t
h
at
 t
hi
s 
s
h
o
ul
d 

b
e 
re
s
ol
ve
d 
wi
t
h
o
ut
 
a
n
y 
f
ur
t
h
er
 
de
la
y 
a
n
d 
ne
ce
ss
ar
y 
i
ns
tr
u
ct
i
o
ns
 

~
e

 
f
or
 
t
h
e 
g
ui
da
nc
e 
of
 
t
h
e 
as
se
ss
i
n
g 
of
fi
ce
rs
 
u
n
d
er
 
i
nt
i
ma
ti
o
n 
t
o 

t
he
m.
 

T
he
 
C
o
m
mi
tt
ee
 
h
a
d 
s
u
g
ge
st
e
d 
t
h
at
 
a 
st
u
d
y 
of
 
t
h
e 
e
xt
e
nt
 
t
o 

w
hi
c
h 
t
h
e 
va
ri
o
us
 
re
ba
te
s 
a
n
d 
co
nc
es
si
on
S 
h
a
d 
c
o
nt
ri
b
ut
e
d 
to
 
pr
o-

m
ot
i
n
g 
t
he
 
t
wi
n 
o
bj
ec
ti
ve
s 
of
 
ec
o
n
o
mi
c 
gr
o
wt
h 
a
n
d 
s
oc
ia
l 
j
us
ti
ce
, 



• 
 1
 

2 
3 

13
 

1·
4
6 

Fi
na
nc
e 
(
Re
v. 
an
d 
I
ns
.)
 

" 
, 

4 

s
h
o
ul
d 
b
e 
u
n
de
rt
a
ke
n,
 
w
hi
c
h 
w
o
ul
d 
b
e 
he
l
pf
ul
 
i
n 
f
or
m
ul
at
i
n
g 
f
ut
ur
e 

ta
'l
:a
ti
o
n 
p
ol
ic
y.
 
T
h
e 
C
o
m
mi
tt
ee
 
ha
ve
 
be
e
n 
i
nf
or
me
d 
t
h
at
 n
o 
s
uc
h 

st
U
d
y 
h
as
 
b
e
e
n 
ma
de
 
so
 
f
ar
 
a
n
d 
t
h
at
 
it
 w
o
ul
d 
b
e 
u
n
d
er
t
a
k
e
n 
as
 

s
o
o
n 
as
 
t
h
e 
Di
re
ct
or
at
e 
of
 
Re
se
ar
c
h 
a
n
d 
St
at
is
ti
cs
 
is
 
re
oo
Or
ga
ni
se
d 

a
n
d 
st
re
n
gt
he
ne
d 
o
n 
t
he
 
li
ne
s 
s
u
g
ge
st
e
d 
b
y 
t
h
e 
Di
re
ct
 
T
a
x
es
 
E
n·
 

q
ui
r
y 
C
o
m
mi
tt
ee
 
'
w
hi
c
h 
is
 
c
ur
r
e
nt
l
y 
u
n
d
er
 
c
o
ns
i
de
ra
ti
o
n 
of
 
t
h
e 

Mi
ni
st
r
y.
 
T
hi
s 
le
a
ve
s 
t
he
 
p
os
it
i
o
n 
c
o
m
pl
et
el
y 
v
a
g
u
e 
a
n
d 
p
ut
s 
of
f 

t
he
 u
n
d
er
t
a
ki
n
g 
of
 
a 
st
u
d
y 
of
 
s
o
me
 
c
o
ns
i
de
ra
bl
e 
i
m
p
or
ta
nc
e 
al
m
os
t 

i
n
de
fi
ni
te
l
y.
 
Ha
vi
n
g 
re
ga
rl
i 
t
o 
it
s 
i
m
p
or
ta
nc
e,
 
t
h
e 
C
o
m
mi
tt
ee
 
d
e.
 

si
re
 
t
h
at
 i
t 
s
h
o
ul
d 
b
e 
ta
ke
n 
i
n 
h
a
n
d 
i
n 
a
nt
ic
i
pa
ti
o
n 
of
 
t
he
 r
e
or
ga
ni
-

sa
ti
Ol
i 
a
n
d 

n
e
c
e

~
r
 
ma
n-
p
o
we
r 
pr
o
vi
de
d.
 

Fr
o
m 
't
he
 r
e
pl
y 
f
ur
ni
s
he
d 
b
y 
t
he
 
G
o
ve
r
n
me
nt
, 
t
he
 
C
o
m
mi
tt
ee
 

n
ot
e-
t
h
at
 
t
h
e 
fi
na
l 
o
pi
ni
o
n 
of
 
t
h
e 
L
a
w 
Mi
ni
st
r
y 
wa
s 
re
ce
i
ve
d 
o
n 

2
n
d 
N
o
ve
m
be
r,
 
19
73
 
a
n
d 
t
h
at
 i
n 
vi
e
w 
of
 
t
h
e 
o
pi
ni
o
n 
e
x
pr
es
se
d 
b
y 

t
h
e 
Mi
ni
st
r
y 
of
 
L
a
w 
t
h
e 
a
u
di
t 
o
bj
ec
ti
o
n 
is
 
ac
ce
pt
a
bl
e;
 
re
me
&a
1 

ac
ti
o
n 
u
n
d.
er
 
se
ct
i
o
n 
26
3 
of
 
t
h
e 
I
nc
o
me
-
Ta
x 
Ac
t,
 
19
61
, 
h
o
we
ve
r,
 

be
ca
me
 
ti
m
e 
b
ar
r
e
d 
l
o
n
g 
a
g
o.
 
T
he
 
C
o
m
mi
tt
ee
 
c
a
n 
o
nl
y 
de
pl
or
e 

t
h
e 
de
la
y 
of
 
m
or
e 
t
h
a
n 
a 
y
e
ar
 
i
n 
r
ef
er
ri
n
g 
t
h
e 
ca
se
 
t
o 
t
h
e 
Mi
ni
st
r
y 

of
 
L
a
w 
f
or
 
o
bt
ai
ni
n
g 
t
h
ei
r 
fi
na
l 
o
pi
ni
o
n.
 
T
he
 
C
o
m
mi
tt
ee
 
de
si
re
 

t
h
at
 
s
ui
ta
bl
e 
i
ns
tr
uc
ti
o
ns
 
s
h
o
ul
d 
b
e 
is
s
ue
d 
i
m
me
di
at
el
y 
i
n 
t
hi
s 
re
-

ga
r
d,
 
if
 t
hi
s 
ha
s 
n
ot
 
al
re
a
d
y 
b
e
e
n 
d
o
ne
, 
s
o 
t
h
at
 t
h
er
e 
is
 n
o 
re
c
ur
re
nc
e 

of
 
s
uc
h 
la
ps
es
 i
n 
f
ut
ur
e 
u
n
d
er
 
a
d
vi
ce
 
t
o 
t
he
 C
o
m
mi
tt
ee
. 

.- ~
 



1.
50
 I
'
 

IS
 

I.
S
S 

16
 

I.
S
9 

Do
 D
o I
'
 

Do
. 

A 
de
ci
si
o
n 
on
 
t
h
e 
e
x:
cl
us
i
o
n 
of
 
t
h
e 
a
m
o
u
nt
s 
re
ce
i
ve
d 
b
y 
l
a
w-

ye
rs
 
fr
o
m 
cl
ie
nt
s 
t
o
wa
r
ds
 p
er
s
o
na
l 
e
x
pe
ns
es
 
fr
o
m 
t
h
e 
t
ot
al
 t
a
xa
bl
e 

i
nc
o
me
 
h
as
 
be
e
n 

c
o
n

i
~
r
a

l
 
de
la
ye
d 
f
or
 
n
o 
a
p
p
ar
e
nt
l
y 
v
al
i
d 

~
r
c
 
T
h
e 
C
o
m
mi
tt
ee
 
w
o
ul
d 
ur
g
e 
t
h
at
 
G
o
v
er
n
m
e
nt
 
s
h
o
ol
d 

co
me
 
t
o 
a 
de
ci
si
o
n 
i
n 
t
hi
s 
r
e
g
ar
d 
wi
t
hi
n 
t
hr
e
e 
m
o
nt
hs
 
a
n
d 
i
nf
or
m 

t
h
e 
C
o
m
mi
tt
ee
 
i
n 
d
u
e 
c
o
ur
se
. 

'
Fr
o
m 
tJ
?e
 
re
pl
y 
f
ur
ni
s
he
d 
b
y 
t
he
 
G
o
ve
r
n
me
nt
, 
t
he
 
C
o
m
mi
tt
ee
 

ar
e 
di
st
re
ss
e
d 
t
o 
n
ot
e 
t
h
at
 o
ut
 
of
 
43
19
0 
a
d
v
oc
at
es
 
e
nr
ol
le
d 
wi
t
h 
t
h
e 

B
ar
 
As
s
oc
ia
ti
o
ns
, 
o
nl
y 
74
04
 
ar
e 
ve
ri
fi
e
d 
to
 
b
e 
as
se
ss
e
d 
t
o 
t
a
x 
a
n
d 

t
h
at
 t
h
e 
ve
ri
fi
ca
ti
o
n 
of
 
t
he
 
a
b
o
ve
 
pr
o
vi
si
o
na
l 
fi
g
ur
es
 
is
 
h
o
we
ve
r 

st
il
l 
n
ot
 
c
o
m
pl
et
e.
 
T
h
e 
C
o
m
mi
tt
ee
 
h
a
v
e 
be
e
n 
i
nf
or
me
d 
t
h
at
 
t
h
e 

C
o
m
mi
ss
i
o
ne
rs
 
ar
e 
be
i
n
g 
as
ke
d 
t
o 
p
ur
s
u
e 
t
he
 
ve
ri
fi
ca
ti
o
ns
 
vi
g
o-

~
 

r
o
us
l
y' 
a
n
d 
ta
ke
 
a
p
pr
o
pr
ia
te
 
ac
ti
o
n.
 

~
 

F
ur
t
h
er
 
i
ns
tr
u
di
o
ns
 
h
a
v
e 
al
s
o 
be
e
n 
is
s
ue
d 
b
y 
t
h
e 
Di
re
ct
or
 
of
 

I
ns
pe
ct
i
o
n 
(I
 
T 
A
u
di
t)
 
ca
ll
i
n
g 
f
or
 
a 
m
o
nt
hl
y 
re
vi
e
w 
of
 
e
xt
er
n
al
 

s
ur
ve
y 
i
ns
te
a
d 
of
 
t
h
e 
e
xi
st
i
n
g 
q
u
ar
t
er
l
y 
re
vi
e
w.
 
T
h
e 
C
o
m
mi
tt
ee
 

de
si
re
 
t
h
at
 G
o
ve
r
n
me
nt
 
s
h
o
ul
d 
c
o
m
pl
et
e 
t
h
e 
ve
ri
fi
ca
ti
o
n 
e
ar
l
y 
a
n
d 

re
p
or
t 
t
h
e 
p
os
it
i
o
n 
t
o 
t
he
m.
 
T
h
e 
C
o
m
mi
tt
ee
 
w
o
ul
d 
al
s
o 
li
k
e 
t
o 

k
n
o
w 
t
h
e 
re
s
ul
ts
 
of
 
t
h
e 
E
xt
er
n
al
 
S
ur
v
e
y 
c
o
n
d
uc
te
d 
d
ur
i
n
g 
19
72
 

a
n
d 
19
73
. 

T
he
 
C
o
m
mi
tt
ee
 
as
s
u
me
 
't
h
at
 t
he
 
Ce
nt
ra
l 
B
oa
r
d 
of
 
Di
re
ct
 
Ta
xe
s 

ha
s 
is
s
ue
d 
s
ui
ta
bl
e 
i
ns
tr
uc
ti
o
ns
 i
n 
t
he
 l
i
g
ht
 o
f 
t
h
e 
o
pi
ni
o
n 
of
 
t
he
 

Mi
ni
st
r
y 
of
 
L
a
w 
n
o
w 
gi
ve
n 
f
or
 
t
h
e 
g
ui
da
nc
e 
of
 
t
h
e 
as
se
ss
i
n
g 
o
m-

ce
rs
 
u
n
d
er
 
i
nt
i
ma
ti
o
n 
to
 
t
he
m.
 
T
hi
s 
m
a
y 
be
 
c
o
nf
ir
me
d.
 



1 
2 

17
 

1.
6
3 

18
 

1.
68
 

19
 

1·
7
2 

.
2
0 

~
1

 

2
1 

I·
n 

3 
4 

Fi
na
nc
e 
(
Re
v.
 a
nd
 
I
ns
.)
 

T
he
 
Co
m.
z:
nit
te
e 
ar
e 
u
n
ha
p
p
y 
o
v
er
 
t
h
e 
i
n
or
di
na
te
 d
el
a
y 
i
n 
ar
ri
v-

i
n
g 
at
 
a 
de
ci
si
o
u 
Gn
 
t.
he
 c
r
uc
ia
l 
d
at
e 
f
or
 
t
h
e 
p
ur
p
os
e 
of
 
le
v
y 
of
 

pe
na
lt
y.
 
T
h
e 
m
at
t
er
 
s
h
o
ul
d 
be
 
p
ur
s
ue
d 
m
or
e 
vi
g
or
o
us
l
y 
s
o 
t
h
at
 

a 
de
ci
si
o
n 
c
a
n 
b
e 
ar
ri
ve
d 
at
 
a
n
d 
ne
ce
ss
ar
y 
i
ns
tr
uc
ti
o
ns
 
is
s
ue
d 
t
o 

t
h
e 
l
o
we
r 
f
or
ma
ti
o
ns
. 
T
h
e 
C
o
m
mi
tt
ee
 
w
o
ul
d 
li
k
e 
t
o 
b
e 
a
p
pr
is
e
d 

of
 
t
he
 f
i
na
l 
de
ci
si
o
n 
t
a
k
e
n 
as
 
al
s
o 
t
h
e 
ac
ti
o
n 
pr
o
p
os
e
d 
t
o 
b
e 
t
a
k
e
n 

t
he
re
af
te
r.
 

D
o 

T
he
 
C
o
m
mi
tt
ee
 
de
pl
or
e 
t
he
 
i
n
or
di
na
te
 
de
la
y 
t
h
at
 
ha
s 
t
a
k
e
n 

pl
fl
ce
 
i
n 
fr
aa
v,
n
g 
r
ul
es
 
f
or
 
re
g
ul
at
i
n
g 
t
h
e 
ca
lc
ul
at
i
o
ns
 
of
 
i
nt
er
es
t.
 

T
h
e 
C
o
m
mi
tt
ee
 
n
e
e
d 
h
ar
dl
y 
st
re
ss
 
t
h
at
 n
ec
es
sa
r
y 
r
ul
es
 s
i
m
pl
if
yi
n
g 

~
 
t
r
e
~
 
t
h
e 
pr
oc
e
d
ur
e 
s
h
o
ul
d 
be
 
fr
a
me
d 
f
or
t
h
wi
t
h 
u
n
d
er
 
:;
; 

i
nt
il
;
na
ti
o
n 
to
 '
t
he
m.
 

N 

D
o 

T
h
e 
C
o
m
mi
tt
ee
 
wi
s
h 
t
o 
r
ei
t
er
at
e 
t
h
at
 a
 
f
o
ol
-
pr
o
of
 
pr
o
c
e
d
ur
e 
t
o 

pr
e
V"
en
t 
d
o
u
bl
e 
al
l
o
wa
nc
e 
of
 
cr
e
di
t 
s
h
o
ul
d 
b
e 
e
v
ol
ve
d 
wi
t
h
o
ut
 
a
n
y 

f
ur
t
h
er
 
l
os
s 
of
 
ti
me
. 

,
Po
 

T
h
e 
C
o
m
mi
tt
ee
 
tr
us
t 
t
h
at
 
t
he
 
i
nf
or
ma
l 
c
o
m
mi
tt
ee
 
w
o
ul
d 
c
o
m
p-

le
te
 
it
s 
wo
r
K 
at
 
a
n 
e
ar
l
y 
da
te
. 
T
h
e 
Ac
ti
o
n 
T
a
k
e
n 
t
he
re
o
n 
b
y 

~e
l

ll
Jl

l~
.
.~

 
s
b
p
ul
d 
be
 
r4
tl
)
Pr
te
d 
t
o 
t
h
e 
C
o
m
mi
tt
ee
. 

D
o 

'l
b
e
C
o
m
mi
tt
e
e 
fi
nd
 
t
h
at
 
re
vi
se
d 
i
ns
tr
uc
ti
o
ns
 
o
n 
c
he
c
ki
n
g 
of
 

re
f
u
n
ds
 
h
a
v
e 
b
e
e
n 
is
s
ue
d 
a
n
d 
t
h
at
 a
s 
a 
pr
ac
ti
ca
l 
me
as
ur
e,
 
it
 h
as
 

b
e
e
n 
de
ci
de
d 
t
h
at
 c
as
es
 
of
 
re
f
u
n
ds
 
i
n
v
ol
vi
n
g 
a 
s
u
m 
of
 
Rs
.
5,
t
O
Ol
-

a
n
d 
a
b
o
v"
 
H
e 
n
o
w 
t
o 
be
 
c
he
c
ke
d 
b
y 
t
h
e 
I
ns
pe
ct
i
n
g 
As
sj
st
a
nt
 
Co
m-

Jn
ls
si
on
er.
 



u 
1.
7
8 

23
 

1.
8
1 

2
4 

1.
82
 

D
o D
o 

D
o 

T
h
e 
C
e
~
 
wo
ul
d 

h
~
e

e
t
,
 
li
k
e 
t
o 
e
m
p
h
as
is
e 
t
h
e 
n
e
e
d 
l
ot
 

a 
r
e
vi
e
w 
of
 
t
h
e 
o
bs
er
v
a
n
c
e 
or
 
ot
h
er
wi
s
e 
of
 
s
u
c
h 
i
ns
tr
u
ct
i
o
ns
 i
n 
t
h
e 

li
g
ht
 
of
 
t
h
e 
c
h
a
n
g
e
d 
c
o
nt
e
xt
 
s
o 
t
h
at
 
a
p
pr
o
pr
i
at
e 
c
or
r
e
ct
i
v
e 
ac
ti
D
n 

m
a
y 
b
e 
t
a
k
e
n,
 
w
h
er
e
v
er
 
ne
ce
ss
ar
y.
 

T
h
e 
C
o
m
mi
tt
e
e 
d
es
ir
e 
t
h
at
 
n
e
c
es
s
ar
y 
i
ns
tr
u
ct
i
o
ns
 
s
h
o
ul
d 
b
e 

is
s
u
e
d 
f
or
t
h
wi
't
h 
t
o 
t
h
e 
fi
el
d 
of
fi
ce
rs
 
di
r
e
ct
i
n
g 
t
h
at
 i
n 
al
l 
i
ns
t
a
n
c
es
 

a
p
p
el
l
at
e 
or
d
er
s 
m
us
t 
b
e 
gi
v
e
n 
ef
fi
ec
t 
to
 
wi
t
hi
n 
a 
f
or
t
ni
g
ht
 o
f 
t
h
e 

d
at
e 
of
 
pa
ss
i
b
g 
of
 
t
h
e 
or
d
er
 
c
o
nc
er
ne
d.
 

I
n 
s
o 
f
ar
 
as
 
a
p
p
el
l
at
e 
or
d
er
s 
ar
e 
c
o
n
c
er
n
e
d 
t
h
e
y 
s
h
o
ul
d 
b
e 
p
as
-

s
e
d 
wi
t
hi
n 
a 
f
or
t
ni
g
ht
 
fr
o
m 
t
h
e 
d
at
e 
of
 
h
e
ar
i
n
g.
 
T
h
e 
C
o
m
mi
tt
e
e 

w
o
ul
d 
ve
r
y 
m
u
c
h 
li
k
e 
t
h
e 
R
e
v
e
n
u
e 
A
u
di
t 
t
o 
r
e
p
or
t 
w
h
et
h
er
 
t
hi
s 

... 
re
c
o
m
me
n
da
ti
o
n 
i
s 
b
ei
n
g 
i
m
pl
e
m
e
nt
e
d.
 

~
 

T
h
e 
C
o
m
mi
tt
€
e 
w
o
ul
d 
st
r
o
n
gl
y 
s
u
g
ge
st
 
t
h
at
 
t
h
e 
R
e
v
e
n
u
e 
A
u
di
t 

s
h
o
ul
d 
c
o
n
d
u
ct
 
a 
t
es
t 
a
u
di
t 
of
 
t
h
e 
or
d
er
s 
of
 
t
h
e 
A
p
p
el
l
at
e 
As
si
st
a
nt
 

C
o
m
mi
ss
i
o
ne
rs
 
i
n 
t
h
e 
s
a
m
e 
m
a
n
n
er
 
as
 
t
h
e
y 
ar
e 
a
u
di
ti
n
g 
t
h
e 
I
n-

c
o
me
-t
a
x 
Of
fi
ce
rs
' 
or
de
rs
· 
T
h
e 
C
o
m
mi
tt
e
e 
h
a
v
e 
c
o
me
 
ac
r
os
s 
s
e
v
er
al
 

i
ns
ta
nc
es
 w
h
er
e 
t
h
e 
I
n
c
o
m
e-
t
a
x 
Of
fi
ce
rs
 
k
n
o
wi
n
gl
y 
hi
g
hl
y 
i
nf
l
at
e 
t
h
e 

as
se
ss
me
nt
s 
dr
i
vi
n
g 
t
h
e 
as
se
ss
ee
s 
i
n 
t
hi
s 
pr
oc
es
s 
t
o 
s
e
e
k 
r
e
m
e
di
es
 

o
n 
a
p
p
e
al
 
w
hi
c
h 
w
o
ul
d 
c
er
t
ai
nl
y 
i
n
v
ol
v
e 
c
o
ns
i
d
er
a
bl
e 
c
os
t 
f
or
 
b
ot
h 

t
h
e 
p
ar
ti
es
 
a
n
d 
s
e
v
er
e 
m
e
nt
al
 
a
n
xi
et
y,
 
es
pe
ci
al
l
y 
i
n 
t
h
e 
c
as
e 
of
 

s
m
al
l 
as
se
ss
ee
s.
 
T
h
e 
C
o
m
mi
tt
e
e 
w
o
ul
d 
li
k
e 
t
h
at
 
a 
re
Vi
e
w 
s
h
o
ul
d 

b
e 
u
n
d
er
t
a
k
e
n 
of
 
al
l 
ca
se
s 
w
h
er
e 
r
e
d
u
ct
i
o
ns
 
of
 
m
or
e 
t
h
a
n 
Rs
. 
10
,0
00
 

h
as
 
b
e
e
n 
gi
v
e
n 
o
n 
a
p
p
e
al
 
t
o 
d
et
er
mi
n
e 
t
h
e 
e
xt
e
nt
 
of
 
s
u
c
h 
o
ve
ra
ss
es
-

s
me
nt
s.
 



1 
2 

2$
 

1.
86

 

26
 

1.
90

 

27
 

I.
 91

 

28
 

I.9
S 

29
 

1·9
6 

3 
4 

(F
in

an
ce

 R
ev

 . .
t I

ns
.)

 
T

he
 C

om
m

itt
ee

 u
rg

e 
th

at
 t

he
 m

at
te

r 
sh

ou
ld

 b
e 

ex
am

in
ed

 e
xp

e-
di

tio
us

\y
 a

nd
 w

it
ho

ut
 a

ny
 f

ur
th

er
 l

os
s 

of
 t

im
e 

an
d 

th
e 

co
nc

lu
si

on
s 

re
ac

he
d 

in
U

m
at

ed
 t

o 
th

e 
C

om
m

itt
ee

. 

D
o 

T
he

 C
om

m
itt

ee
 n

ot
e 

th
at

 a
 r

ev
ie

w
 h

as
 b

ee
n 

or
de

re
d 

an
d 

th
e 

D
o D
o 

DQ
 

re
su

lts
 o

f 
th

e 
re

vi
ew

 r
ec

ei
ve

d 
fr

om
 t

he
 C

om
m

is
si

on
er

s 
ar

e 
be

in
g 

co
m

pi
le

d.
 

T
he

 C
om

m
itt

ee
 w

ou
ld

 l
ik

e 
th

e 
M

in
is

tr
y 

to
 c

om
pl

et
e 

th
e 

co
m

pi
la

tio
n 

of
 t

he
 r

es
ul

ts
 e

ar
ly

 a
nd

 r
ep

or
t 

th
e 

po
si

tio
n 

to
 t

he
m

. 

T
he

 C
om

m
itt

ee
 f

ur
th

er
 n

ot
e 

th
at

 t
he

ir
 o

bs
er

va
tio

n 
ab

ou
t 

th
e 

fa
ilu

re
 o

f 
th

e 
In

co
m

e-
ta

x'
 D

ep
ar

tm
en

t 
to

 
de

du
ct

 
ta

x 
at

 s
ou

rc
e 

fr
om

 t
he

 i
nt

er
es

t 
pa

id
 b

y 
th

em
 t

o 
th

e 
as

se
ss

ee
s 

is
 u

nd
er

 e
xa

m
in

a-
tio

n.
 

T
he

 C
om

m
itt

ee
 d

es
ir

e 
th

at
 t

hi
s 

sh
ou

ld
 b

e 
ex

am
in

ed
 e

xp
ed

i-
tio

us
ly

 a
nd

 f
in

al
 o

ut
co

m
e 

re
po

rt
ed

 t
o 

th
e 

C
om

m
itt

ee
. 

T
he

 C
om

m
itt

ee
 w

ou
ld

 a
w

ai
t 

th
e 

re
po

rt
 o

f 
th

e 
in

fo
rm

al
 C

om
-

m
it

te
e 

ap
po

in
te

d 
by

 t
he

 M
in

is
tr

y 
in

te
r-

al
ia

 t
o 

ex
am

in
e 

th
e 

w
ho

le
 

qu
es

tio
n 

of
 d

ed
uc

tio
n 

at
 s

ou
rc

e,
 a

nd
 t

he
 a

ct
io

n 
ta

ke
n 

th
er

eo
n 

by
 

G
ov

er
nm

en
t 

in
 t

hi
s 

re
ga

rd
. 

T
he

 C
om

m
itt

ee
 n

ot
e 

th
at

 a
m

en
dm

en
t 

of
 t

he
 L

aw
 r

eg
ar

di
ng

 t
he

 
lia

bi
lit

y 
of

 t
he

 I
nc

om
e 

T
ax

 D
ep

ar
tm

en
t 

to
 d

ed
uc

t 
ta

x 
at

 s
ou

rc
e 

is
 

st
ill

 u
nd

er
 c

on
si

de
ra

tio
n 

of
 G

ov
er

nm
en

t. 
T

he
 

C
om

m
itt

ee
 d

es
ir

e 
th

at
 t

hi
s 

m
at

te
r 

sh
ou

ld
 b

e 
de

ci
de

d 
qu

ic
kl

y 
an

d 
th

e 
de

ci
si

on
 o

ut
 

'e
po

rt
ed

 t
o 

th
e 

C
om

m
itt

ee
. 

- ~ 



30
 

1
.1

0
0

 

31
 

1
.1

0
S

 

D
o D
o 

T
he

 C
om

m
itt

ee
 n

ot
e 

fr
om

 t
he

 r
ep

ly
 t

ha
t 

a 
se

le
ct

iv
e 

st
ud

y 
of

 
th

e 
re

as
on

s 
fo

r 
th

e 
de

cl
in

e 
in

 t
he

 a
ve

ra
ge

 n
um

be
r 

of
 a

ss
es

sm
en

ts
 

co
m

pl
et

ed
 i

n 
fiv

e 
C

om
m

is
si

on
er

s' 
ch

ar
ge

s 
ha

s 
be

en
 m

ad
e 

by
 

th
e 

D
ir

ec
to

r 
of

 I
ns

pe
ct

io
n 

(R
SP

) 
an

d 
th

at
 t

hi
s 

st
ud

y 
ha

s 
re

ve
al

ed
 t

ha
t 

th
er

e 
w

er
e 

go
od

 r
ea

so
ns

 f
or

 t
he

 d
ec

lin
e 

in
 t

he
 a

ve
ra

ge
 d

is
po

sa
l 

pe
r 

In
co

m
e-

ta
x 

O
ff

ic
er

 i
n

 r
es

pe
ct

 o
f 

In
co

m
e-

ta
x 

as
se

ss
m

en
ts

. 
T

he
 C

om
-

m
it

te
e 

ha
ve

 a
ls

o 
be

en
 i

nf
or

m
ed

 t
ha

t 
an

 o
ve

ra
ll 

st
ud

y 
as

 s
ug

ge
st

ed
 

by
 t

he
m

 h
as

 b
ee

n 
en

tr
us

te
d 

to
 t

he
 n

ew
ly

 c
re

at
ed

 D
ir

ec
to

ra
te

 
of

 
O

&
M

 S
er

vi
ce

s 
an

d 
th

at
 th

ei
r 

re
po

rt
 is

 a
w

ai
te

d,
 b

ef
or

e 
fu

rt
he

r 
ac

ti
on

 
is

 t
ak

en
. 

T
he

 C
om

m
itt

ee
 w

ou
ld

 l
ik

e 
'to

 a
w

ai
t 

th
e 

re
po

rt
 o

f 
th

e 
D

ir
ec

to
ra

te
 o

f 
o&

M
 

Se
rv

ic
es

 a
nd

 t
he

 a
ct

io
n 

ta
ke

n 
th

er
eo

n 
by

 
G

ov
er

nm
en

t. 

T
he

 C
om

m
itt

ee
 w

ou
ld

 l
ik

e 
to

 b
e 

ap
pr

is
ed

 o
f 

th
e 

fin
di

n&
S 

of
 

th
e 

C
om

m
itt

ee
 o

f 
O

ff
ic

ia
ls

 w
hi

ch
 n

ee
d 

to
 b

e 
ex

pe
di

te
d.

 
T

he
 C

om
-

m
itt

ee
 w

ou
ld

, 
ho

w
ev

er
, 

lik
e 

to
 s

tr
es

s 
,th

e 
ne

ed
 f

or
 a

 s
at

is
fa

ct
or

y 
sy

st
em

 o
f 

re
co

nc
ili

at
io

n 
be

tw
ee

n 
th

e 
am

ou
nt

 o
f 

ta
x 

de
du

ct
ed

 a
t 

so
ur

ce
 a

nd
 t

he
 a

m
ou

nt
 c

re
di

te
d 

to
 

G
ov

er
nm

en
t 

A
cc

ou
nt

 i
n 

th
e 

In
co

m
e-

ta
x 

D
ep

ar
tm

en
t 

as
 i

s 
in

 v
og

ue
 i

n
 t

he
 U

ni
te

d 
K

in
gd

om
. 

.... g: 



© 1975 BY LolC. SABHA SJ:CaE'lAlUAT 
. . 

Pom.IsBD 'tTIfDD ROLZ 382 0., 1'BI R'C'LD or PIocmuu An COJIWCT or 
BUSINESS I:N LoIC. SAsHA (Ftn'HEDmolll) AND PRINTED BY no: M"NAGUt. 

GoVERNMENT 01 I.NDlA PItas, MnnoRoAD. NEW Dzun. 


	0001
	0002
	0003
	0005
	0007
	0009
	0011
	0012
	0013
	0014
	0015
	0016
	0017
	0018
	0019
	0020
	0021
	0022
	0023
	0024
	0025
	0026
	0027
	0028
	0029
	0030
	0031
	0032
	0033
	0034
	0035
	0036
	0037
	0038
	0039
	0040
	0041
	0042
	0043
	0044
	0045
	0046
	0047
	0048
	0049
	0050
	0051
	0052
	0053
	0054
	0055
	0056
	0057
	0058
	0059
	0060
	0061
	0062
	0063
	0064
	0065
	0066
	0067
	0068
	0069
	0070
	0071
	0072
	0073
	0074
	0075
	0076
	0077
	0078
	0079
	0080
	0081
	0082
	0083
	0084
	0085
	0086
	0087
	0088
	0089
	0090
	0091
	0092
	0093
	0094
	0095
	0096
	0097
	0098
	0099
	0100
	0101
	0102
	0103
	0104
	0105
	0106
	0107
	0108
	0109
	0110
	0111
	0112
	0113
	0114
	0115
	0116
	0117
	0118
	0119
	0120
	0121
	0122
	0123
	0124
	0125
	0126
	0127
	0128
	0129
	0130
	0131
	0132
	0133
	0134
	0135
	0136
	0137
	0138
	0139
	0140
	0141
	0142
	0143
	0144
	0145
	0146
	0147
	0148
	0149
	0150
	0151
	0152
	0153
	0154
	0155
	0156
	0157
	0158
	0159
	0160
	0161
	0162
	0163
	0164
	0165
	0166
	0167
	0168
	0169
	0170
	0171
	0172
	0173
	0174
	0175
	0176
	0177
	0178
	0179
	0180
	0181
	0182
	0183
	0184
	0185
	0186
	0187
	0188
	0189
	0190
	0191
	0192
	0193
	0194
	0195
	0196
	0197
	0199
	0200



