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INTRODUCTION 

1 the Chahman of the Public Accounts Committee as autho--
' rised by the Committee do present on their behalf this One Hundred 

and Fifty Seventh Report of the Public Accounts Committee 
(Seventh Lok Sabha) on paragraph 1.15 (iii) relating to 'Revenue 
Demands written off by thle Departmental' included in the Report of 
the Comptroller and Auditor General of India for the year 1980-81, 
Union Government (Civil). Revenue Receipts. Volume-II, Direct 
ti'axes. 

2. The Committee have in this Report dealt with the case of late 
Raja Bahadur Kamakhya Narain Singh, ex-ruler of Ramgarh. 
This is perhaps a uniq':.le case in the annals of tax administration 
where the assessee managed to drag on the assessment proceedings 
(demand aiYwlmt.i.ng to nearly Rs. 1.5 crores having been raised 
Jurin<:" Hl48-49 tq 1951-52) for as many as 23 years ?.e. from 1947-48 
!.Hl hh denth in Ma.v 1970. In the meantime, the assessee alienated 
;,11 hi~, ·s~::tfs wbich include'~ 5 house properti~s, shares in limited 
1:omp~nnes. bank deposHs e~c. and the Department could do nothing 
to stop him from doing so. As a result, income-tax demand to the 
tune of Rs. 1.85 crores due from the assessee for the assessment 
years 1947-48 to 1952-53 and 1967-68 to 1973-74 remained unrealised. 
Of this <l sum of Rs. 1.40 crores was ultimately written off by Gov-
ernment in July, 1980. The Committee have desired that the t·ea-
sons for the inordinate delay in finalizing the assessments in this 
l:ase (these V.'ere completed seven years after the death of the 
~ssessee) should be investigated thoroughly with a view to fixing 
tespon~ibility 

~. Even thoLl!!h the Wealth-tax Act had come into force in Mav 
'·' •' 

.1957, it is regrettable that the Department did not proceed against 
the assessee in the matter and no wealth tax assessment was made. 
Responsibi1i1Y for this serious lapse also needs tu be fixed. 

:\-. It was one of the bigger cases of revenue demands in arrears 
and should have been subjected to close supervision by the Board. 
However, the Board di'd not have any details of this case till it was 
Jaken up hy 1h~ Committee for examination and that t.he so-called 
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•supervision' was on paper only. The Committee have urg~d the· 
Government to take immediate measures to tone up the workmg of 
the CBD'r so that income tax arrears in bigger cases do not get 
accummulated. 

5. The instant case is an extreme example of the tendency on 
the part of ITOs to grant adjournments freely and so~etimes on 
flimsy grounds. Numerous extensions were given on grounds of 
non-compliance or by the I.T.Os on their own. It would thus 
appear that the department machinery was so much over-awed by 
the assessee that it almost got petrified in its tracks. The Com· 
mittee have desired the Government to take serious note of this 
aspect of working of the Income ';l'ax Department if the administra-
tion of direct taxes is to be streamlined and harassment to the 
assessees avoided. 

~. The demands written off during each of the years 1977-78 to 
1001-82 range between R~. 8.70 crores in 1981-82 (provisional 
figures) and Rs. 21.76 crores in 1978-79. The Central Board ol 
Direct 'faxes have not devised any system whereby the concerned 
authorities, such as the Ministry of Commerce, Chief Controller of 
Imports and Exports and others concerned including the State 
Governments, could be informed of the tax arrears written oft 
against the defaulters so as to debar them from availing of any 
facilities like impol't licences. 

7. The Report of the Comptroller and Auditor General of India 
for the year 1980-81, Union Government (Civil), ~even'Ue Receipts, 
Volume II, Direct Taxes, was laid on the Table of the House on 
31 March, 1982. The Public Accounts Committee (1982-83) 
examined the para at their sittings held on 24 and 25 November~ 
1~8~. The Committee considered and finalised the Report at their 
Stttmg held on 27 April, 1983. Minutes of the sittings form Part n•· 
of the Report. 

8. A statement containing conclusions:recommendations of the 
Committee is appended to this Report (Ap~endix III). 

•No~ printed. One cyclostylrd copy laic! on tlw Ta!Jk (,f th<- }ifmsr and liw· 
placr m Parliam<'nt J,ibrary. 



(vii) 

9. The Committee place on record their appreciation of the 
assistance rendered to them in the examination of this paragraph 
by the Comptroller and Auditor General of India. 

10. The Committee would also like to express their thanks to 
the officers of the Ministry of Finance (Department of Revenue) for 
the cooperation extended by them in giving information to the 
Committee. 

NEW DELBl; 
April 28, 1983 
Vaisakha 8, 1905 (S). 

SATISH AGARWAL, 
Chc&irnuzn, 

Public Accounts Committee. 



REPORT 
REVENUE DEMANDS WRITTEN OFF BY THE DEPARTMENT 

Audit Paragraph 

1.1 An ex-ruler had incomes from royalties and rents from mines, 
house property, dividends remuneration as director, revenues from 
forest etc. After prolonged litigation, including dispute on j·..Iris ... 
dJction of assessing officer and innumerable adjournments and 
delays in assessments, arrears of tax amounting to Rs. 1,85,07,422 in 
respect of the asse~~sments years 1947-48 to 1952-53 and 1967-68 to 
1973-74, could still not be demanded finally or collected till 1977 
when the ex-ruler died. Only a demand of Rs. 3.29 lakhs in respect 
of the assessment yt-8r 1947-48 became final on 7 August 1951. In 
the ccurse of these years, five house properLes, shares in limited 
c:ompanies, ban};;. deposits and his other assets were disposed of by 
the ex-ruler. during his lifetime, in such a manner that Government 
could not prevent his al1enating them. The house properties which 
h::d heen sold to third parties and relatives did not pass on to legal 
heirs on his demise. and his interests in 23 companies floated by 
him h: regard t(- the business of mining were "benami". Trusts 
were c~Iso created in some properties. With the abolltion of Zamin-
dari. his mining rights vested in the State and only hvo of the cern· 
pnnie.<: floaterl by him claimed compensation, the remaining 21 com-
panics having gone: aut of existence. The shares held by the ex-
ruler in a compan~· were sold in July 1948 and the balances to his 
credH in various banks were either negligible or in the red. Thus 
no recovery was effected from an~· of the DSseb tL.>·;ferrer:l or di~
posed of by the ex-ruler 

Out of the tax arrears of Rs. 1,85.07,422 a sum of Rs. 1.40.07,422 
was written off by Government in July, 1980. 

[Para 1.15 (iii) of the Report of the Comptroller & Auditor General 
of India for the year 1980-81, Union Government (Civil) 

Revenue Receipts. Volume II. Direct Taxes] 

1.2 The assessee referred to in the Audit Paragraph is late Raja 
Bahadur Kamekhya Narain Singh ex-Ruler of Ramgarh. He had 
inc~mes from royalties and rents from mines, h~nse property. 
dividends. remuneration as director. revenu('s from forest etc. The 
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assessee died on 6 May, U170. A tax demand of Rs. 1.85 crores wu 
outstanding against him for the assessment years 1947-48 to 1952-53 
and 1967-68 and 1973-74. Out of this outstanding demand a sum 
of Rs. 1.40 crores was written off by Government in July 1980 and 
a sum of Rs. 45 lakhs has been kept outstanding for posaible 
recovery. 

1.3 The particulars of assessment years and the details of de-
mand relating to the said arrears of Rs. 1.85 crores have been stated 
to be as under: 

Assessment. 
Year 

1947-4-fl . 

1948-4-9 . 

1949-50 . 

1951·52 . 

1 9~·53 . 

1967-68 . 

I97S-74 . 

Date of 
demand 

Arrears 
Rs. in 
lakhs 

------------------------·. -
!Z-3-1957 ~1- 31 

4"4" 1977 86.9-} 

4-4-197i 36-77 

4-4-1977 ~6.rw 

4-4·1977 6-57 

4-•4·1977 25-07 

30-11-1977 0.19 

12-!z-1976 O.O!Z 

1Rs.o7 

Sequence of events 

1.4 At the instance of the Committee, the Ministry of Finance 
furnished the following sequence of events in respect of all the 
assessment years to which the arrears mentioned in the audit para 
relate: 

A~ssment 
Year 

Sr:qucn~ of evints 

----------------------------
2 

Notice und~r section aa(a) oft~ Old Act was issued by ITO Hazari 
bagh and serv.ed on the assess.e.e on 30-5-47· Tbe assessment was 
completed under section ~3(3) on J r-a-4-8. By Order dated 
:w-5-49 the assessment was set aside by AAC. The set aside" 
assessment was completed on 3I·I-5I. 



3 
----------

On 11&4·3·S6 IT(!} Special Girdt: Ranchi initiated prccec dingr under 
section 34 of the Old Act and the aueum.tnt was Ct mplt.u (I o 
~~t·!l-57· The assessee went in appeal agaimt c.1 dct ur.< 1 1 lt ct i< r 
:l7 which was dinnissed by MC. In Gnd appt'al, th< TJilllUJ 
11id1 Order dated 6·5-64 set a.ide the assenmc nl. In a 1 d• 1 • 1 1 ' 
1o Patna Higb Court by the Departllll!nt tht: matter waa decided 
in favour of the Department. 

Though a notice under section ~12(2} was isaw:d on 26-4-4-8 the returs 
was filed oHly on 13-7-49 after a notice under section 212{4) wad 
issued. By Central Board of Revenue's order 18-8-52, the case 
w.ts ITansfrrr•~d to ITO Cnttral Circlt' Calcutta who complett.d 
the.: assessment on !Z6-3-53· In a writ petition fikd in Suprt>JnC 
Court against t h..: Ord<:r ofGBR regarding trarufc1· of jurisdictic.n 
the Supreme Court by order dated IZIZ-3·56 set aside the asress· 
mcnt made by ITO,.Central Circle Calcutta and the case came 
back to ITO Special Circl<: Ranchi who started proceedings 
under section 34· 

1'he assessee challenged the jurisdiction of ITO Special Circle 
Ranchi in a writ pl'tition before the High Court but withdrew the 
writ [>(!Litiou and illst<:ad filed a title suit before Sub-Judge Hazari-
hagh. The asscss!:c·s lnst. before the Sub-Judge as well as the High 
Gourt and wc~llt in a ppcal to the Supreme Court. Meanwhile 
assGssmcnt was cun1plcted under sect ion 34 on 129-g-6~ by ITO 
Hazar i bagh. 

Tile Supreme Court as per compromise arrived at between the 
Department and the assessee passed an order dated 10-10·63 
setting aside the assessment orders for the years 1!)4.8·49 to 1950-51 
and holding tl1at th" proceedings for th.eS<: years wne pro~rly 
pending before !TO Hazaribagh. 

Later when 1 he ITO started proceedings for completion of assess-
ments, the assessee filed a writ petition before the High Court 
Patna. The High Gourt uy Ordl:r dated 24·7-6R directed the 
assessee to nrge the bar of limitation bcforf' the Income-tax au 
thoritics. Th{: asvssce instcadfilcd a title suit in thr Court of 
Munsif, Hazaribagh. The injunction petition fikd was r('-
jcctcd on 14-6-6g against which order, the ass.cssre fil.ed ap~al 
before the District Judge but withdrew the same on ?-4-10. The 
Ti tlc Suit was also withdrawn by court order dated 13-3-73· The 
asscssiiU!nt was completed on 4-4-7?. 

Rt"tumfor assessment year 1949·5owas filed on 2B-12-49 iu response 
tu notice under section IUl(a) issuul t,y I'I'O Spuial Cirr!e II, 
Pat na and assessment was completed ou I7·18·5S by ITO Central 
Circle, Calcutta. 

The Return for ass('s~ment year 1950-51 was fikd on 30-5-50 in 
Patna and asses~mcnt was completed on 124-3-55 at Calcutta. 

Th(: subsequent events as indicated ab(•\T fPr aSscs!mrnt yc~'r 1948-
1,9 covered th<:sc two years as well, and thr asSt"ssments could 
finally be completed on 4·4-77· 

For ass<'ssment year 1951-52, the return was filed on 27-4-53 in 
response to notice undt.r section ~Q(Il) and the asSf'ssment was 
completed under section 23(4) on 30-3·56. The assessee's peti· 
tion under section Q.7 was rejected by the ITO and also di6miurd 
by the AAC though areliefofRs. IO,ooof-was given by the latter. 
In furthrr appeal the Tri bun~} set aside the orders under section 
G3(4) and 87. The TribunRI's orders w~re acupH d by the 
Department. 



1967-68 

1373·74 

I 

For assessment year 19~tl·bJ, a notice under ~~ction u.g(g} waa is~ut d 
Ollll7·5•.)Q and the asa~••ment waa c:ompletc:d under nctitn !.':3(4) 
on 2·3•57· Like in case of aursunent year 1951·52 abc..ve, th~· 
asscssel''a application undl'r atc:tiu !l.j was u·ju:tt d ly thr 110 
and 'the appeal filed before the AAC was di: miac d. Ht we Yt r, 
in 2nd appeal the ITAT set aside the a.WJtmcnt ud this v1du 
was accepted by the Deparlment. 

The al>seumentafor a~•sm~nt year· 1951·511 u.d [110·53 Wtlt fu.J._.,Jly 
completed on 4·4·77· 

The return was filed by the asse~tsee on 15-5-69 and ae~unr:nt W<~& 
made under section 143(3) on 30•11·71· In appeal the AAC 
confirmed the ITO's orders. 

On return lied by the Legal heir of the am·m:c til 17-11-73 tJ.c 
assessmeDt was completed under section 143(3) on 1~-R·iti· 

---~----·--------------------..:.,._ __ 
1.5 Details of income returned advance tax paid, date of assess· 

ment, sections under whichi assessed, the income assessed .etc· .. the 
datesl of issue of demand notices/amount of demand, r~rence to 
appeal, if any preferred, the outcome thereof, the tax recovered and 
dates of reference to the Collector/Tax Recovery Officer, in respect 
of each assessment year to which the arrears which had been writ .. 
ten off related. The requisite information as furnished by the Minis-
try of Finance, is reproduced below:-; 



1M Committu calutl.f"r thl follou•i,.g fr~rth'" tlt,.;/f of the ctJrt 

{it Date ufis~ur of demand no tiC(: and amount of d~mand. 

(ii) R~fert"nr~ to appeals if any pr~ferred and the> outcome>. 

{iii} Tax recovered. 

(iv) Date~ of reference to th·~ cr)ltectorfTax R,.rrw,.ry Offir..('r fo1 :·ecoVt' ry. 

The Mini•tl')' have acrordinly fumi~hed the following information:-

(a) Date of i~su.e of (J,.mand rioticr ~nd A. Yr~. A. Yrs. A. Yr~. 
amount of demand : 11)47•48 1948·49 1949•50 - ·-

(i) Date of notice ~-3-57 4"4"77 4-4-77 

{ii) Amoun: (in Rs.) 1·3I.ll7B 86.Q4,4u6 36.76·945 

{b) R,.fert!nce t•. appear• if any r,rr- ·\~ p~r d.-t;tiJs givr.n !Wprart("ly 
ferred and thr outcome: 

A. Yrs. A. Yrs. 
1950-51 1951·5~ 

4-1--77 4"4"77 

r '26.'9-729 6.57-'219 

A. Yrs. A. Yrs. 
1952-53 t967-68 

4"4"77 30-JJ-71 
27·3"74 

~5.of.925 (penalty) 
Rs. 12.040 

3·413 

(c} Tax rceove1 nl Small amount of a t#:w huru\t-ed 1 UJl':.,s "~s e(Jl!~"eted bv attachment pf bank ac..:ounts. 

(d) Datr of rde~·nr<' t •• tlv· fOJII'I't•Jr 
TRO ( )rder No. 

H79/51-52 l.f.·to-n t-t·IU·f7 14· tli·Ji i.j-10-77 t +-IIJ-71 
------·-----

.\. Yrs. 
19/:l-74 

IR~-j6 

:.l,Oi"J. 
c.n 

:l\l·l-77 
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.Reference to appeals: 

1947-48: I.T.O. rejected on 1-8-58 petition u/Sec. 27 filed In 
respect of order dated 2-3-57 u-fs 23 (4) /34. 

10-10-61: Appeal dismissed by AAC. 

15-6-64: I.T.A.T. sets aside the assessment and deptt. ftles 
reference application before High Court. 

1.5.73: High Court delivers judgement in favour of the deptt. 
and ITO's order ufs 23 (4) /34 dated 2-3-57 stands. 

1.948-49 and 1949-50 to 52-53: No appeals filed. 

1967-68: Assessee files appeal against order ufs 143 (3). 

18-l-73: Assessment is confirmed by the AAC. 

Reasons for appeal 

In 1947-48 the assessee went in appeal before A.A.C. as the 
I.T.C. rejected the petition u/s 27 to re-open the assessment com-
pleted ex-parte u Is 23 ( 4) 34. The High Court upheld I. T.O's order 
on l-5-73 

In 1967-63 the assessee filed appeal against the addition made by 
the I.T.O. amounting to Rs. 16,000/- as income from other sources. 
The addition was found reasonable and was canftrmed by the 
A.A.C. on 18-1-73. 



.st.kmmt shnwitv tktllils of illt»ww rltuniMI by t/11 &jc of &TIIfarh M.ivtiiiUj~ paid, .u&tiotu ruui.lr IDIU&Ir IISSU#d fk, 

-
• 3 4 5 6 7 8 9 

·---
(a) A.ue110aent Year . J947·-t8 1948•49 1949"~0 1950·51 1951·!)2 195!2•53 1967-68 1973•7of. 

(b) Date ofit· ue of notice callig for 
the return 15-5"47 26-4-48 18-3-49 30•5•50 31·5·51 27•5•52 

(c) Date of filing of tbe return IG-11Z·47 13•7•49 28·1!hf.9 20-2·51 27·4-53 14•3•58 
(duplicate) 

15·5-69 17·ll·73 

28-1•59 
(Revised} 

(d) Inconv. returned (Rs. in lakh~) 2.03 ( )3·34 0.43 o.68 ( )8.25 {·)19.00 ( ·}o. 11 Nil 

(e) Tax deducted at source 

(f) Ad..-ance tax paid :(in RB.) •1 .... 8,354 27,827 8.7~9 -.3 

\g) Tax paid on self-assessment 

(' •) Dates of adjourniW:nts sranud 
and at whose instance 

As ~r details given sparatdy. 

•i ! Date ofa!lllt. & sections under which 1947·+11 1948-49 1949•50 '950·51 '951·52 1952•53 1967-68 1973•74 
auesaed & i nconw as.~essed bead- 2-3-77 +·4•77 4"4"77 4"4"67 r4·77 4177 30·1 1·71 12-11·76 
wiae ufs 23(4}/34 23(3) 23(3} 23 3! 23(3) 33(4) 23 3)/ 143(3) 143(3) 

33(4) 

•On ~ssment bdng set aside in May, 1949, the aJQount w.1s adju~t('d against the demands of Ys. 1945·46 and 1946-47. 



-------
2 3 4 5 6 7 8 y 

lt~t:flfRI from (in Rs.) 

(1) Salary .. I,72H . 1,94·7 1,901 2,000 2,915 1,600 4.645 

(2) House prop~rty 7,;wo 32,j00 '.!2.5Ctl 22,j00 15,ooo 15,0(;0 .. l,j,CC.O 

(3) Roy.>.li tir s .. 18,31,783 6.44,22.'1 fi.59,275 5,14,90° r6,45,540 

(4) Fornt .. 29, I 17 ·2g,ooo 

(5) 1\tfisc. ( otLrr s~urct's) f>,36,ggB 9,G81 .. . . . . . . 16,ooo 

(6) Intrre~' T.J/s 18A .. 4,013 

(7) Dividend . 75.835 47. q.8 70,749 .:;8,93;:i 27,010 21 ,67fl 

(8) Un,.xpl?.ined bank deposit . . . 23,40,452 7 'i:-!,861 2,,j6,g26 s6,816 . . . . .. c. 

(9) BUllin<"SS & Profrssion (share. dr;J-
2,261 in g) 

(10) Receipt from Sri A.P. Sarkar -
I, 18,466 Cor.ce<"lcd incomt' . . .. ;.!,ub,:;8 1 2,23,553 

(11) Lnmpswuroayalityfrom Sri Brui 
Shankn D. Mehta . . . .. ::!7,000 

(1st) DireGtor's Oommrs'!ltOn t-tc .. .. . . 1,207 Sou 

(1!) ADlount reed. fromjhark.b<J.nd 
Mine'! and Industry . . I,oo,ooo 

(14) Interest on rent &. ce~> .. \!')8 

---------
TOTAL:- 7,2J,722 42,g6,641 I 7,48,017 15,46,6s7 3,40,19-1 r6,84,67g 20,645 rs,ooo 

------·---- ·---- ------- - --·-· 
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D/JII.s of adjoumrunt 1947·48 

'A' files return on tO•l$t•47 !TO partly examines and adjounll 
to ~3-1-48 fo1· ftLrther examination. 

ITO fails to reach Kodarm, on"ll3·1·48 and partly examines on th<"'~t~ 
two dates. For further commpliance adjourns to 30·1·48. 

'A' partly complies reqnisitcs. ITO allov.rs tiJll.(" at assessee's instance 
for full compliance. 

A1sessee nlakes further compliance. ITO adjourns to 7·2-48 for 
final complianc.t". 

A~scssc.c complies am! on I 1-!~-48 order is passed • 

P.trtly cxamiucd and acljourned by ITO. 

P.Lrtly ~:xaminecl aud ITO adjourns to 2i·2·.)0. 

A'sessee prays for atljournment. Date nut given. On 4-11-50. the~ 
case is fixed bv issuing notices. 

No. complianc~·. 

A~ses~c sends a telegram rcqLLcsting fur some other date. as the 
date given did nut suit his lawyer ami accOlmtant was ill. 

Partly ~·xaminetl and ITO ::Hljuurns to 111-12·51' for furthn <·omp-
plianc<:. 

!\.~~~ssm~nt is t:•Hnpktcd and in bctwi'CII adjumnrments art" not 
clear. 

Dates after re-opetmillg of aJse.1sment 

.'\~St~sscc fails to <.:amply. 

A~st'ssm<'nt is completed untkr section 23(1)/34· 

Dates of acljrmmmetH 1 948-49 

A~ AAG h<>.s tixrd at Pat na on 1 1- r ·4!.1 and hence ITO adjourns. 

Assessee f1les petition and case is adjourn to 3-2-49- grounds riot 
known since the petition could not be traCt' d. As 3-2-49 was holiday 
caRe is fixed at Patna on 26-2-49. 

Assessee's Managcr moves for anothn datr- sina h.e is down with 
measles. ITO adjourns to 6-3-49 communicating that no fur· 
ther time will be allowed. 

On the basis of petition dated 4-3-49 ITO has already aclJomned 
to 10·3-49, Assessee ground ·certain circumstances.' 

Ca~ partly C"xamined and ITO adjomns to 1 1-4-49 for further com-
pliance. 

ITO adjourns to 5·5-·1-9 on assessee's petition slating abouat ac-
countant's i Uness. 

On 29-4-49 asscssre asks for artain documents and prays fur another 
date in place of 5-5-49 since he is busy in connection with appeal 
be(ore AAC and ITO adjourns to ~o-6-49. 
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Assessee's representath·t af;ks for anot)&rr' dau sinC'C boflb ofauo-

unts are with sa~s Tax Departm~nt in S2.1r~ Tax .Ar~a~ (Ran-
cbl). Fixed on 13•7"49· 

A'!!Cueefiles return and accounts arc-: l'X~min~rl on datco:s from 
rg·?-4,9 to 15•7•49· Adjoum,.,d to 5-8-4,9 hy ITO for furtl~r 
comphanoe.; · 

Assessee partly complies and for balanC'r (~asr is arljournrd to 3 r·B-~9 

Examined and adjournrd by ITO for furth,.,t I"Xt1hinatlrn nn 
another dat.r. 

A'!Sessee moves for timf! sincl! managnncnt of fh~! l~~tatr has Lrrn 
takien over by the Go\•ernment. Adjournl!d to a8·r·so. 

A.sse~e s~nds telegram and c~e i11fiXl'd on ro·~·so. · 

ITO adjourns on asse!!ee's petiti<"n 2111\ ;~!fo cli1c·("t~ c 1r. • ,, ~ • f 
records fron AAC's office. 

Non compliancr.. 

A '!!lessee's rcpresentativr ap~ar~ and i 1 i ~ n mmuni ratt·clthat n;,r i~ 
fixf'd on 12 7-!2·53· 

A~ssee appt"ars partir br.ard ITO arljoum~ to J6-3-53 for furtla!'r 
complianCt".; 

Partly examined and again adjouned by ITO to rl'l-3-~13 for further 
complianct", 

Assessee makes part compliance On his rrqu('~t cay- is arljuurnr,l 
to 26-3-53 for balance romplianrr". 

C J;n pli a ncr. is marlr ancl asse snnrnt i ~ nrnjd~trd. 

Non-compliance. Refi:x<-d on :10.5-74· 

I.~ gal Repre.o;entative prays for timt". Anwngst otlwr gn•und~ it 
is stated that the person dealing with thr ma11rr i~ on kaw· 'who 
is com•ersant ). Case fix!'d on 5-7-';4. ' 

;'\;"() compliance On G-7-74 tekgram .is rrcrivrd J•raying l~•t l':X-
t("n~ion since person conversant is on lean·r:. 

Casr. partly hrarrl. Adjuurnrrl for complianct· ''' 1 :l-H-;4 a~ pt 1 
letter. 

A'!.~ssee makes written mmpliance on 12-B-74 ancl ca~· ficxrd with 
lettrr for compliance on 10·9·7+· 

J.rgal Rcp~scntative '\.\·as in DeU1i and h(· has rt"('rivr.d thr kttrr 
thrre. On his telephonic direction in \'icw ofFhort time A~~~~,.~ 
rr"pre!l("ntati\·e mO\·.es time ~tition r~m· is 'ixrrl on !.!li·!J-74· 

Non-complianr.r. Nrxt tlatr 7-1 1·74· 

Non-compliancr. Fixrcl XliUb!.t"quent ly ( >11 1 o-:;-7:,. 

On 1 t-3-75 rf'cord~ werr. sent to CBDT. 

In between letters of enquiry were sent to Banb rtr. Inspl'ctor 
also conducted enquiries. Record~ Wl"rl' rl'ct'i\·rd from r:Bl.l"l' 
and fixed for hearing on 7-G-75· 
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• Non-complia~. Fixed on 23·6-75· 

• Non-compliance. 

Partly head. 

Telegram for tinu:. Adjow·ned to 4-1-77 (Accounta1tt unleav.e). 

l'elegram for time. (Accountant gone to N(w Delhi). 

Telegram for time {Accoyntant sick}. 
Telegram sent by ITO being on 1o-2-77. 

Manager prays for tine on account of illness. 

Heardandadjow-ncdtoallow aSS(:ssec to fik <kntnvntu.t(. 

Complied. 

Assessment order pass-ed. 

Dues of adjuumment- 1 9-19-50 

Assessee sends telegram praying for a week ti~m (i) :\ccounu.nt r<-
quired for land revenue pay~nt (ii} Calcutta banks P. Bo<'ks 
not returned. 

ITO writt·s-"1945·46 taks up. Thi~ will I:~ t; l• ll llJl !at( r. 

Central Circle i i Calculi a 

• .o\ss.e:;sec raises objection about juri~.dirtit It :!~ i~ ; II'"~' nl n (fs 
letter datrd 14-9-53 ~ubS('quently ism( d fixi1 c; th(: <~: ... · • 11 
22-!)·5~· 

No compliauc.e is m::dc. ITO scuds letter to th<:> a--(·~~,. f~_,J c:• m-
pliance as per his letter dat<d 14·9-53· On 9·1U53 the as:;~:~su 
submits a letter denying l'l'CCipt of ITO's lett«-r datl d 14·9·5:;. 
He prays for a date and in Novembe-r 1953 since he was to bt: 
busy with Assembly Ek·ctit•n ITO fixed on 12·11·53· 

• :'\o compliaue<· but tekgram rt·e.eivrd. A·~,~~t·e pr~•y< q f••r <•nt: 
month'stime to com ply in response to ITO's Lntn t:l•py 1{ 
which he h~djust rcceivnl. ITO sends tekgr;;mfixi11g Ut ~ 1·11·53· 

No compliamcc. On 28·11-53 ITO ncdwd a,~.c.,:n··s tdc glillt. 
ITO obst-rvcs that h<. cannot gi\·e ftu·thrr tim• <d.tl h<' po:~''" 
order under scctiu 23,:4) on lj-1~·5:1· 

After this tht• unkr had bccon~ void as p("r dr-ci~il•n of Suprt mt: 
Court case No. 427/1955 datt'd. 20-3-56. Ca~ rt'CoH!s w~1t' 
tran.'lf<~rred to ITO Spr-ci::.l Circle Ranc·hi who i~: ur~ not in u1:dn· 
section 34· This is challan~d in the C:curts "'' rl finnally 
the High Cow·t gave verdict against the a~tet~< <:> <11 30·8-C!.!. 
Case was fixed and asscs~ment was me.1le on acct:unt of non-
compliance und<'r section 23(4)/34 on 29·6-6~. This a~esmtcm 
was set a.•ide by the Supf('me Cow-t on 10-10-63. After pro-
longed litigation the matter bee( me finnally ~r t t !t ~ whrn 1 ide 
suit No. 1875/68 was with drawn on 1 ~-:~-73· 

Proceedings tht'l't! aft<· I·. 

• Non complianc('. ITO n:fixc.·s on :J0-5·i·~· 

J.egal Representative u·yas for tinte. Amongst ot hn g1 c..ouuls it is 
stated that the person conveC$&1lt and dealing with the mattn 
is on leave. Case is fi~d on s-7-i4· 
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On 6-7·7• telegram for adjoUrnment is rcccivf'd sincr t hr pt Jlflt 

continues to beon leave • 

• Non-compliance in part on Lettedssued for complianrr mrntiOlled 
therein on next date 13-8·7•· 

The case is adjourned to 10-9-74 alongwith that for thr prrccdi11g 
year. 

L/R wasin Delhi and he had received fixation lt·t \(·r· t h("rt·. At 
his telephonic direction, 'A' reprC"srntatiw movn timt" JW1itic;1l 

and ITO adjourns to 25-9-74· 

Non-complianC('. Next date 7-11-74· 

Non-compliance. Fixed subsequantly t•n 1 o-3-75· 

On 11-3-75 r.r.cords wr1"C s.r.nt to the CBDT. 
In b;:tw.::en lett ~r of enquiries were sent to B nak~ ('1 c. lw-ptTtor 

also conducted enquiries ,Recot'<ls \H'r·· r~r<·iy('(l r, (•Ill CHDT and 
fixed for hearing on 7-6-75· 

~on-complianc!'. 

Partly heard. 

Telegram for tin1<' sine<' arc"untan~ oll kan~ . .ITO :•(l_i••Url•' to 
4·I·77· 

Telegram for tim~ sine<" accountant has gun(' to Dl'lhi. 

Tdegram for time sine(' accountant ~ick. ITO send' u·kgrmn~· 
fixing on I 0-2·7i . 

.\hnager prays for time on account of self-illnes>. 

Heard and adjourned to allow 'a' to file docnmn11~ etc 

Hl':aring completf"u, 

:\~~~. ordl':r 's passed. 

Dalf.< of Adjourtm!od.< 1 ~ljO·!)l 

:\un-compliancr·. 

Account> partl>· c·xamincd. 

Fw·ther examined. Adjo1U'II('d f<•l cowpli<4JII (' •~:. < • 11 H•t•.l :, : '' 11 
to I 9·4·5·1· 

l'\o entry is in ordns shtTt. 

A~scssct'~> representative.- file~ ·writtc·ns statnuC'llt~. 

Partly discussed and fw-thn requi~>itions call{'(] ou 10-fi-~4. 

Reprrsrntativt· appc·a.rs r.t:cl frf'sh partirulm ~ ndl< d fc•t. 

1'\o order ~heel entry. 

ITO notes that on their 1cqunt ofllJOM'~:.u:'~ rc prno t;,i,\1 l 1 I: 1: 
fixed this datto. On receipt of tckgrau1 about ::<I'LI.llll;·nt'~ 
illnen ITO adjourns to 10•7·54· On !.!·7·54, ~.a.s<·sscc'~o lt'Jlat'Hl•-
tative requests atay of assessment procl·c:din(:l> i11 Yil w ( f dr:·I-
lange of jurisdiction. ITO stays procc<·diJl~ till Hi~~~~ (;, w 1 ·~ 
order on 13·10·54· ITO refixes ou 22·10·54· 
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No compliance. ITO receivcsaatelegram on l26·t0·54 in wl1ich in-
abilitytoc:omply WaJ~eued in viewoflate delivery offil'llti£.Jl 
letter which was received later after being redirected. 

Alleuee's representative &Voluntarily appear~~. Case is •partly dis-
CUlled and acljourned to 29·10·54· 

No compliance. 

• Case further di.acussrd and ITO adjourns to I I -1 I·.'A. 

No order sheet entry. 

Assessee representative appear• and prays for ~bol"t adjcwt'nu 1,t. 
Adjourned at assessee'• instance to 7-12-54. 

No order sheet entry. 

A~essee's request for adjournment to 1 5·1 2-54 \,h:rh is aile \H (1. 

Accounts under examination. Adjourned to 18-12·54· 

Assessee asks ror sl10rt adjourumcnt. To 21-12-54 arljoun;ed.; 

Accounts under examination. For prcducti<·P. 'f ;;1! L.1 J..; ;.'. 
tx.ok.~ ITO adjouns to 23·12•54· 

:\l!SCI!S('t· complies a!Hl rxauination continues. 

F~u·thrr examined and assf'ssec asked to furni•h c:nt01.in p; 1 1 i-
cular5 on 29-12-54· 

No order shet't entry. 

ITO examines bank act:ount~ and adjourns to 7-1-55· 

Account& cxamint"d. Left open for n:quirin a1 1! st:h>({[U!nth 
date ~ivln in 20·1-!j.). 

Assessee partir cc.mplie6. On :-tsse~srt·\ rf'p:r,: I c : dj' 1:11 ·' ·, 
5-.2-55 for making further complirulCC'. 

:\'lanagcr prays for timC' in Yicw r·f brrr<:\·rmcr:t a: ]:j, f;-n1i!y. 
Adjol!rncd to 23-2-55· 

:\ss('sst'(" promises t(l se1:d written a·ply In qucrio c:•.1 l). 

:~sesser rcprrseHWtive i~ inful"nll d 1} ;.1 ·A· ;, < "t -~< 1 ·. , : 1 , : , , 

::!0·2-55 was not recein·d. He is rrf!uC'~>trd tr• ,,, wp:) L~ ,5-;;-s:. 
Ass('SS('C makes some compliance. 

A~5cssce's representative appears and rcqut'st:, f<.>r timr tiii :.>IJ·••-.:;c 
which is not t•ntertaincd and assessmrnt i~ ccmpk1c!!. · '1 ,; 

The assessmt~nt is set at;ide by court. As i11 the prrcediJI" yr;;1· 1l.c: 
a.~sessre challcn gea jurisdication when notice ur. dn ~r~·t j, n ~H 
is served. Fresh procccdi11gB arc as under:-

IT0issuesnoticeundcrscction22(.J) furnmpk1 tT, 1 11-1:-t~. 

ITO completes asst"ssmcnt ~mder section 23{3) .'34. Aftrr pw-
Jonged litigation the case is again takrn up a~ in tLr prot'ccdiJJ!! 
year as under fixing on !20·12·73 . 
No campliance.ITO fixes on 305-74 and thereaftC'r un ;i-?-71· 
On 6-7-74 ~elcwram for extcusi:m is recch·ed !in<"e IJIC' uer~on 
conservant fs on leave 



!29·7-H 

13·8-74 

10"9-74 

j-ll-i4 

10-:l-75 
to 

2-5-75 

23-&-75 

2R-1n-7fl 

4-I-77 l 
fl.,.t').,.--
-- II 

I0-2-77 

rH-G-53 

lj-6·55 

I ::!·ll-,55 

14 
CoJUpliance in part. For f~ther compliancr afljoumrd to r s-8·74. 

Tbe caae is adjourned to 10"9·74· 

Legal representative v;as in Ikllti rnd r.s in prrc:rdi1- ~-:· yr:u· casr is 
adjourned to !28·9·74· 

l'lon-compliancr. Next date is 7-11-74 ~-.s allowrd l•r tl.r ITO. 

No order sheet entry. Fixed subsrquwtly on w-:l·n,. 

A'> per orderssheet for asscsl'mrnt ycr.r 194ll-4!l· r:asr ,,.:,s fixed 
on 7-fi..75 on whtchsdatr no compliancr was madr. Nrxt datr 
W.lS 23·6·75• 

Non-compli:mcr and case on fixrcl 2ll-w-7li 

P.:.rtly heard and time allowed still 8-12-7G fM f·ompli;·_,,n·.: 

A< in prt'ct'ding yrar adjournrd to 4-1-77· 

A~ in prc\·ious yrar trkgram rrcc ,·cd. 

As in prcviom year am1 datrgivrn in 10-!.!-77· 

Adjourned to 16-2-77 011 a~sc·ssrr'~ request aftn part lw:~.J i11~. 

lkaring compktrd and onkr pa!.~rd q~ 4··1-77· 

Dates of At/jnummen/.1 

Asscssm!111 Lear 1951-52 

Xo comp~iance. On 12-5-55, tlw ITO fiX('S on 17-6-:;;1. lk 
calls for statemP.nt of a'!Sests and liahi li tic·~ as on 31·:~-;,1 with 
CIT's approval u/s~2{4 '· 

i\o orcJ,.r shef't l'ntry. 

A~sessce prays f(,r time f•Jr preparing t}l-(' abow. It is also statrd 
that books arc requircrl for production hrforl' Tri hunal. ITO 
adjoum~to 16-8-55· 

I\o order shl'rtcntry. 

AW!ssel' prays for time ~incr Looks ar{~ rl'quirnl l•y l1im in High 
Court reference matter adjourned to 16-9-55. 

A~ssee sc ~b time sinr:· book~ not rf'r.r.ivc~ri from Pat na adjow n('c) 
to 3-10-55· 

A'!Sessee prays for adjournm~nt_ 5howing variou~ rrason~ and stall·~ 
that the required inform"ltion could not hr collr-cl·rd. Rt'fixrd 
on Jt!-11·55· 

A~sessee's representative appears personally. ITO acljourn.~ to 
29-1 !•55· 

No compliance. AQessec sen1ls telegram which is rcttivrfl (>n 
J-IIZ-55· ITO sends letter fixing on 15-UZ-55 informing that 
no further adjournment willbeallowed. 

A.sessee prays for time through his r ~present at iw· and ITO commu-
nicates final adjournment to IZ~·Ul-55· 

~o compliance. Aueessce's rcpreiCntativc appears on •3·11~·55 
and case is partly examin~. Adjourned to 'lof.·ltZ·!J!i• 
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PJ.rt examination and assessee ia asked to furnish rcccipt/UJI('n-

ditureonag·I!Z·55· 

No compliance. On ~-1-56 and 11·1·56 ITO ~~Cnds letters fix.ing 
ior furnishing certam information by 19·1·56. 

Partly examined and adjourned to 3~·56 for further compliance as 
communicated. 

A~.o1esscc compli('s on 4·1<t·56. Partl7· examinql and adjourn1·d to 
17-'.l·s6. 

P4rtly examined and adjourned for furtb~r conipliance to Ull-!.1·5fi· 

Ga.~: further cx<.mined and adjourned to ~8-~-56 for further compli • 
.anr,(:. 

Reprt·scntatiw appears and states there is nothing kft to p1oduct· 
in support oftbc return20·3·56- Assessment is complctc."d. 

S11prcmc Courl holds on 20·3·56,the tramft~r onkr of case rt·cord~ 
to G1lcutta ultra vires Hence the records were transferred 
back to ITO, Special Circl-: Ranchi, 2ho acts as wul.er ! 

::\oLin:5 under st:ction fl3 (2) and 22(4) W("re served by csfi!xw-c 
but no compliance was made . 

.\w:ssment completed under section :.:3 (4). 

After prulong<:d li tigatiou thr case is again tak~n up as in preceding 
year. 

:\o complia~ce. Refixed 01130-5·74· 

l.cgal representative prays for time a~ per grounds mentioned i 11 

l!H·8·49· 

A; per 194-8·49· 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Hearing compktt:d. 
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D.Us of .Atfjournmlnt- ·,95il·53 

On gt'ounds ofill~ss pt'tition filnl a(Uournf'd to 17·JO·SQ. 

Petition filed stating Chi~f Accountatnt has gone· to Pat11a alltl 
prays for adjournment next dat~ tzl-1·53· 

Adjournment sought on rz-a-53 since ~rtain notiocs were rnrivn.J 
la~. Adjourned to 17-2·53· 

A'JIIelllee's representativ( appears. 

On ~Z7·1·56 it is recorded that records haw~ IJ(-en rf'reivrd on ttam-
fer. Fixed on 1·3·57· 

No compliance. 

A~scssment 's completed under section a:;~(4). 

On I·Io·s8, ITO rejects re-opening pctiticn cj. On g-n·f;;, 
!TAT sets aside in ITA No. 10051 ofG1-62. Fi>.."1'.d on go-1a-f'9. 

Telegram received on a6-1a·69 J'idt ord{"r ~h<'cl of '!i47·4fl· Rdixnl 
on 22-1·70. 

Heard and on G-7-70 notice undn H'cLi•n ~:·:'c. 
representative fixing on 1".!4·7·70. 

Time prayed by legal rC'"prescntatiw for )pcatitl.£;· p 1• ,., 1.L 1:'•: <'I d 
making compliance. 

Therefore ITO could not take action f11r cqupl1 1 · q; ; "•: 1. · " 

becau'IC the assessment for previous year~ uu! d ,,r,t llo<· rr mpktc r1 
on account of litigation. After \nthdu.wzl d T.S. l\o. 1H75/U; 
in 1973 notice under sertion 23(!:!1 ''Ci~ ~c·nu• ~~ r 1· !'~·~:·.~ f :-.itt 
on 7-6-75· 

On ao-3-75 asscsst'c fi]C's time puiti<.Jl. '1'1 ', ~ .. i.t i~ :11 t lr 1 
compliance on rzg-6·75· ::\o <:omplianrc ,,·a~ madt·. ]\1 xt da1< 

ftxcd on a8-1 o-76. 

A, p~r onkr sheet of 194-8-49 written 1·xpl:matir.ll i: ftl((l ~ub~t
qucntly fixf'd on 8-11~-76 by ITO. 

Fidt order sheet of I9}fl·+9·; 

Vide sord<"r s),('('\ (,f l~i4B•4fl ctc-kgt: lll lC (( :\1 ,, :I d : ,:,i, II I'' 
to 2-2-77). 

Heard. 

On 4-4·7i order i passttl. 

Datt of Adj ournmmh-1 967 -Gtl 

A~essee mo\'CS time pctiti< ll ( ], :.f·'j· ·,I'·, r' I (. ·(, I I ( 11 I :' ( ·,I 

143(2) was rt'ccivrcl hy him on !11·7·/1. Rdix(d by l'f() 111 

16-8-71. 
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ASsessee prays for extrnsion by 1tr.di11g trlqm m Bnd lc':ttn r.,-, 

grounds of urgent work .. Adjourr..td by ITO to 25·8-71. 

ITO partly examines and e.djournd• to 14·9·71 for furthrr rnm· 
pliances. 

Assesser makes compliz.nct'S C'.nd for furthrr ffrr~L:; compline~" 
ITO adjourns to t8-g·7J. 

Aucssre rru.krs cr mplirr r.r. 1 TOr ~jr uru tc S·JO·i 1 'c : J;, \I· '1 c-
asscssee to DU'.kr or.e Shri K. Sir gh q:pca rs alrr~ dy di1 t c.:, d. 

Rtpresc·ntativr apper.n rrd pr: ys fc.r a wrrl..'s time. Adjolll'nc d 
to 12·10·71. 

No complianr.r. 

No complianr.r. 

Assusmenl order is oasrtd 

Datt of Adjollrnmt7ll-I97:1·74 

P.·.rtly hr·: .rcl. Fer r.nt;·in ccmplin cr :·~ dt ,;: 1 d 1 ~ l'l ( 1. ;.r: · ; 1 •' 

to II·2·j6. 

Rrpn·st'nt;;tin· fiks \\'l it!cn 1 >.pi: 1.:~tit 1 > ; 1 d io Lr: 1 d. 

A~s1·ssnwnt is rcmplttrd. 

1.6 The Committee desired the Ministry of Finance to furnish 
the names of 23 benami companies floated by the assessee alongwith 
the dates of formation, the nature and extent of assets transferred 
:::111d the dates of winding up/taking over by Government on 
nationalisation. The Ministry of finance stated: 

"The 23 benamln companies were being assessed at Calcutta 
The enquiries made there reveal that most of these com-
panies have not been in existence for many years. There-
fore, it is not possible to give information regarding date 
of formation. the nature and extent of assets transferred 
and date of winding up/take over by the Government of 
these companies. However, the information to the ex· 
tent it could be collected is as under:-

1. M/s. Hazaribagh Mines & Minerals Ltd. was incorporated 
on 27-6-1950. 

2. M/s. Hindustan Mining Corporation Ltd. was incorpo-
rated in the financial year 1950-51. 

3. M/s. Indian United Coal Co. Ltd. was incorporated on 
7-7-49. 

4. 'f:Jl/s. Pipradih Coal Co. Ltd. was incorporated on 
9-8-1950. 
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5. Mj s. Bokaro Mining Corporation Ltd. was incorporated 
in the year 1949-50. 

6. M/s. Phusro Collieries Ltd. was incorporated in July 
1949. 

1.7 The Committee desired the Ministry of Finance to indicate 
whether the Department had made any substantial additions to the 
income returned in various assessment years by the assessee and 
if so, the details of such additions. The Ministry of Finance have 
furnished the following information. 

Additions made: 

1973-74 : Rs. 1 ::,,ooo. 

The natW'e of additions made was as follows:-
'·1947-48: (a) Royalty on coal, mica and other mines; and 

(b) House property. 

1948-49: (a) Income from arrears of rent and royalty from 
benami companies (b) House property; (c) un-
explained bank deposits; (d) salami for leases 
granted; (e) rent arid royalties received; and 
(f) undisclosed dividend. 

1949-50: (a) Income from arrears of rent and royalties from 
benami companies; (b) house properties; (c) 
unexplained bank deposits; (d) undisclosed 
receipts; and (e) undisclosed dividend. 

1950-51: -do-

1951-52: (a) Income from arrears of rent and royalties from 
bemani companies; (b) house properties; 
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(c) unexplained deposits; and. _(d) unexplained re-
ceipts. 

1952-53: (a) Income from arrears of rent and royalties from 
benami companies; and (b) house properties. 

1967-68: Income from other sources. 

1973-74: House properties. 

1.8. Asked about the reasons for such addition and whether, 
these additions were sustained in appeal, the Ministry of Finance 
haven replied:-
Reasons for additions: 
1948-49: 

1. As per judgement dated 25-9-73 of the Sub-Judge, Hazari-
bagh in F.S. No. 5-8/54, holding the 23 companies as be-
nami, income was taken in the hands of the assessee. 

2. Income from house properties not disclosed by assessee 
were taken in his hand holcling that the properties belong 
to the assessee. 

3. Unexplained bank deposits were added. 
4. Salami for lease granted by the assessee to several persons 

were added. 
5. Certain receipts inrespect of forest were also added. 
6. Undisclosed dividend was also added. 

1949-50: 

1. Income from benami companies as above. 
2. Income !rom house property as above. 
3. Income from forest as in the past. 
4. Alleged receipts of Rs. 4,06,581/- from Sri A. P. Sarkar 

added as unexplained income since assessee failed to 
prove his contentions. 

5. Unexplained bank deposits as in the preceding year. 
1950-51: - • 

{i) As above, income of 23 benami companies were taken. 
(ii) As above, from house properties were taken. 
(iii) As above Unexplained bank deposits were added. 
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(iv) Alleged receipt of Rs. 118~460 from Shri A. P. Sarkar 
was added an unexplained income since the assessee 
failed to substantiate his contentions. 

(v) Amount received a·s lump sum royalty. 
(vi) Amount received from M]s. Jharkhand 

tries Ltd. treated as income. 
(vii) Dividend not fully disclosed was added. 

1951-52: 

Mines & Indus-

(i) As in 48-59 incomes of benami companies were taken. 
(ii) As in 48-49 incomes of house properties were taken. 
(iii) As in 48-49 as ·unexplained bat;k deposits were taken. 

(iv) Alleged receipts of Rs. 2,23,553 from one Shri A. P. Sar-
kar were added as unexplained income since the assessee 
failed to substantiate his contentions of the receipt. 

1952-53: 

(i) As in 48-49 income of benami companies were taken. 

(ii) As in 48-49 income of house properties were taken. 

(iii) 

1967-68: 

-do-

The ITO added Rs. 16,000 as income from other sources since 
assessee failed to explain suurce of expenditure incurred 
on election. 

1973-74: 

Income from house properties were as~essed in assessee's 
hands. He had shown income· at nil. 

Reference to appeals: 

1947-48: 

I.T.O. rejected on 1-8-58- petition ujsec. 27 filed in respect of 
order dated 2-3-57 u ,.s 23 (4) /34. 

10-10-61: Appeal dismissed by AAC. 

15-6-64: I.T.A.T. sets aside the assessment and deptt. files refer-
ence application before High Court. 

1-5-73: High Court delivers judgement in favour of the dept. and 

ITO's order u/s 23(4) dated 2-3-57 stands. 



~ I 

19-ta-49 and 

1949-50 to 52-53: No appeals filed. 

1967-68: Assessee fll.es appeal against order ujs 143 (3). 
18-1-73: Assessment is confirmed by the AAC. 

Reasons for. appeal 

In 1947-48 the assessee went in appeal before A.A.C. as the I.T.C. 
rejected the petition u/s 27 to reopen the assessment completed ex-
parte ujs 23 (4) /34. The High Court upheld I.T.O's order on 1-5-73. 

In 1967-68 the assessee filed appeal against the addition made 
by the I.T.O. amounting to Rs. 16,000/- as income from other 
sources. The addition was found reasonable and was confirmed by 
the A.A.C. on 18-1-73. 

1.9 At the instance of the Committee the Ministry of Finance 
furnished the following particulars of properties alienated by the 
assessf.e, the dates of alienation and the names of transferees, 
during the period between 1947-56: 

:\:tnt" of th(· property Date of 
transfr-r 

To whom t ran~fen·cd 

1 

---- ------·-··----
1 . l'adnn Palace, Padm'l.. :.::8-9-4 7 

!i· Raj Dtmgalow, J..Z.·:t:-.ribagh . In 195l' 

h. g,goo shar«"B each in jharkhuud lndu~- 1 !l~il-5::! 
tries & Raj\sth:.n Mines Ltd. 

R:>.11i L:~Jita R:~iv•·htxmi-,,ik 
of the as~eSM'r. , · 

Shri Hrijcl.\\;r s:J ~J, .. \dn (;I(. 
Patna. 

Thaknr llatol1Wa1 Pr;'-'>;.ll 
Singh, an t·mployt·e 1·f t!:(· 
<LSSt'SSC't". (R\. 40.(! c: i1 !: ~~! 
s:,Jrs'. 

D1. }k.tianJ !\aria11 Sin~~:h 
~sst'sS«"e't. hrothn (l't•r 
Rs. 7o,ooo considn.:t i1·J· ·. 

Srttlcd iu a Trust-undn liti!!if· 
tion-Bihar Go,·t. :tnd lk•1; k-
ing Ao;.<;ociation. 

Wiff' Rrni l.dit:~ R:j~a~u~mi. 
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7· 90687 shaa·es ofBokaro Rungarh Ltd. • 1950·51 
to 

1955·56 

8. 7JJ9 shares in lntlian Motor Co. july, 1948 
Ltd. 

g. 100 shares in Victoria Mills Ltd. K.anpua· 

4 

Most ofthese shares wrrr plr dsr d 
with the banks. The banh 
sold the shares for real~ing 
outstanding loans. 

Most of 1hesrsluuuwrH" ph<:,::. 
ed with the bankos, The bi.nks 
sold the shares fol' rea.lisin g 
outstanding loan•. · 

Face value of thrsr ~hare~ \H ~ 
Re. tf· each. 

1.10. The Ministry also stated that the Market value of these 
properties on the date of transfer was not available in the records 
of the Department. 

1.11. When asked to indicate the amount of compensation pay-
able on the take over of loans transferred to benami companies by 
the State Government either on abolition of Zamindari or on na-
tionalisation of collieries, the amount actually paid, the parties to 
whom the payment wa·s made, the position regarding final se.ttle-
ment of claims in this regard, the names of companies wbich did 
not claim compensation due, the Ministry stated in a written reply, 
as follows: 

"Out of 23 companies only two companies had filed their 
claims for compensation after nationalisation of collieries. 
These are: 

:ct.) (i) Dhori Coal Co. Ltd., 
(ii) Andnson W~ight Ltd. 

(b) North U<,karo Coal Co. J.1rL 

Rs. 4,coo d:.dm1 d. 

However, no payment was made as the assessee had taken 
overdraft from various banks. A major portion of the 
shares were sold by different banks am! the proceeds 
were adjusted against overdrafts jloans taken by the 
assessee." 

. 
1.12. In a subsequent note the Ministry stated that ''information 

regarding compensation due is not available in any Of the cases" 
other than the compa~ies referred to above. 
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1..13. The Committee turther desired to know whether the wealth 
tax assessment of the assessee for all the years up to the date of h1s 
death had been completed and if so, the amount outstanding for 
recovery and the assessment years to which it related. In reply 
the Ministry stated: "No wealth·tax assessment was made." 

1.14. During evidence, the Chairman, CBDT while narrating the 
broad facts of the case stated: 

'' .. At the outset I may say 'that we suffer from two cons-
traints. One is that this matter is 30 years old and some 
of the records might have been weeded out; complete 
records are no,t available with us. The second is, there 
are so many litigations raised, so many suits filed that 
we do not have all those records with us . ... The actual 
assessment years involved are from 1947-48 ... But the 
years in which the substantial demand was raised or 
written off are only six. The total demand outstanding 
was Rs. 1.85 crores. It includes interest which comes to 
Rs. 94 lakhs, and the balance of Rs. 91 lakhs relates to 
tax raised. For the first three years, i.e., 1947-48, 1948-49 
and 1949-50) it appears from the records the assessee had 
even filed the advance tax estimates and had made pay-
ment of advance tax which amounts to Rs. 1.84 lakhs. 
The assessments for the earlier years upto 1946-47 \vere 
all completed in the normal course. But a particular 
assessment, 1947-48, where he had disclosed an income of 
Rs. 2.03 lakhs was taken up and finalised for the first 
time in February 1948. It was reopened on 24-3-1956 and 
completed in the year 1957 against which the assessee 
went on appeal. It was set aside by the Income.tax 
Appellate Tribunal. Tl)e entire amount of Rs. 1.48 lakhs 
which he had paid in the form of advance tax for the 
assessment years 1947-48, 1948-49 was adjusted against 
the outstanding arrears of earlier years, that is~ upto 
l!KB-47. The assessee died in May 1970 and the assess-
ments for the later years were all finally made in 1977. 
These assessments were made without proper represen-
tation from the legal heirs of the assessee. Actually they 
did not furnish any adequate explanations with respect 
to the various points which were under examination by 
the ITO. He was, therefore, left with no option but to 
go according to the best of his judgment and draw what-
ever inferences were to be drawn. 'That would account 
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for the fact how these additions aggregated to a very big 
amount, Rs. crore and odd, had to be made. Out of these 
additions, the additions in respect of bank credit alone 
account for about Rs. 34 lakhs. The bank ·credits could 
perhaps, if the assessee had cooperated have been ex-
plained out of the earlier withdrawals, etc., but because 
the assessee was not cooperating and the legal heirs did 
not furnish any satisfactory explanation, the ITO had to 
include the credit side of the bank account with the re-
sult that Rs. 34 lakhs came to be added on this fact alone 
out of the additions of Rs. 1 crore and odd. The apathy 
or indifference with which the legal heirs of the assessee 
were handling the tax afhirs is evident from the fact that 
they did net even choose to file appeals against the assess-
ments for the assessment years 1.948-49 to 1952-53 which 
are the substantial assessments in this case. Further 
facts which have come to light are that the assessee 
possessed five immovable properties which were known 
to the Department. He transferred or sold or settled 
them on trust in the following manner: one property was 
sold off in 1947; 2 in 1948; 1 in 1949 and 1 in 1950. This 
last property was settled on trust. Thus, it could be seen 
that even before the first assessment of 1947-48 could be 
finalised, he had transferred or alienated all his property 
and thus tried to place them out of the reach of the De-
partment. Now it would appear that the assessee was in 

the know of things which were coming, being an MLA 
and a Mini:;ter. He knew that the Bihar Government was 
considering the Bihar Land Reforms Act which was very 
much .on the anvil. This Act came into force from 1-1-51 
and before that, he had transferred all his property, 
Zamindari and mining rights, etc. He wanted, I think 
and it appears~ to save the mining rights from the opera-
tion of the Land Reforms Act. Therefore, what he did 
was that he floated 23 companies and he fixed the Hqrs 
of these companies in Calcutta. Later it would be 
evident, when we go into the matter in minute detail, 
how the cases came to be transferred to Calcutta. 

Now, the Bihar Government knew all about this device which 
has been .adopted by the assessee. So they filed a title 



25 
suit in the court of the Sub-Judge. This suit about the 
transfer o£ the mining rights dragged on till September 
1973. The Sub-Judge gave a decision in favour of the 
Bihar Government and against the assessee. The heirs 
did not even contest this and they accepted this decision 
with the result that all those mining rights, etc. are 
vested with the Bihar Government. 

The Sub-Judge also held that the floating of these companies 
is all shame and false and that the assessee himself was 
the real owner of all these properties which had been 
alienated or transferred-to the companies. With this 
judgment, the :S.ihar Government is the real owner of all 
the assets which have been transferred by this person. 
Raja of Ramgarh. Therefore, this point is very pertinent 
in the light of the fact that against· the Zamindari which 
was taken over, the Addl. Secretary to the Bihar Govern-
ment has estimated that the maximum compensation 
which will by payable to the assessee is Rs. 30 lakhs or 
so. The amount which the Bihar Government is claim-
ing as due from the assessee becomes relevant in the con-
text of that Rs. 30 lakhs compensation which will be 
payable. According to the Bihar Government nothing 
would be payable to the assessee. In any case they want 
to adjust the amounts which have been misappropriated 
by the assessee against that Rs. 30 lakhs.'' 

1.15 Asked about the efforts made by the Department during 
19M-1979 tc• recover the tax dues. the Member, Central Board of 
Direct Taxes, stated: 

"There is correspondence in the file to show that they tried 
to attach the possible dues or some amounts of the 
Mining Department, that they tried with the Bihar State 
Government, that they tried the Banks. they tried attach-
ment of some other properties." 

Frequent changes in jurisdiction of ITO 
1.16 Asked to explain the reasons for frequent changes in 

jurisdiction of ITO, the Chairman, CBDT stated in evidence: 

"In the year 1940 the case was with the ITO, Hazaribagh. All 
his property and business were in Hazaribagh till 1940. 
In 1940 we created a special Investigation Circle at 
Patna. We had to create such a circle because in 
1939 the Government had introduced EPT. and all 

'793 LS-3. _. 
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these big cases were transferred to Special Investigation 
Circle. Similar circles were crea'\ed all over the country. 
In the year 1944 the case was transferred. to ITO Hazari-
bagh because it was found that he was not liable to EPT. 
On 1-8-47 the case was again assigned to the ITO, Special 
Circle, Patna whe~ it was thought that this being our 
important case bad to ~ dealt with in a detailed manner. 

On 21-4-51, the case was transferred to Special Circle, Ranchi 
because at that time another Special Circle was created 
at Ranchi and since Hazaribagh was closer to Ranchi, the 
assessee himself requested for transfer of his case to 
Ranchi. .. In the meanwhile, in order to defeat the pro-
visions of Bihar Land Reforms Act, the assessee had 
created 23 companies and he had fixed the headquarters 
of all those 23 companies at Calcutta. Even at that time 
the Department suspected that 23 companies were created 
in order to defeat the Land Reforms Act. These cases 
were also transferred to ITO Central Circle, Calcutta on 
18-8-52." 

.. In order to defeat the Land Reforms Act, the assessee 
had created these companies. The Bihar Government was 
disputing this. There was litigation going on, which was 
ultimately decided in 1973 by the Sub-Judge. We had 
this information because the Bihar Government was dis-
puting this. He was filing writs. He was trying to fore-
stall the decision of the ~b-judge; he would not allow 
the case to be heard. Ultimately, in 1973 the Sub-Judge 
said that it is the assessee who is the real owner and that 
all these companies are bogus. We had knowledge of 
this. Because the registered office of this company was 
in Calcutta, we had to transfer the case to the Centrn1 
Circle. The Commissioner (Central) has jurisdiction 
over cases of a complicated nature, which have ramifica-
tions all over the country. Tnerefore, we had created 
Central Circles with offices in all the metropolitan cities. 
He wanted his companies to be assessed in Calcutta and 
the individual cases somewhere else so that he can con-
ceal this. In order to see that there was a co-ordinated 
approach for the finalisation of the assessment of the 
company, and also to prove that these companies were 
bogus, all these cases were transferred to Calcutta. At 
that stage the Board came into the picture. 
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He went up against the transfer order to the Supreme Court. 

and the court held that the Board's order dated 18-8-52, 
transferring the case to Calcutta was not valid. So, 
we had to transfer it to Ranchi. In the mean while, iD 
May, 1957 the case was transferred to Hazaribagh by the 
Commissioner, at the request of the assessee. Thereafter, 
a mistake occurred and on 16-12-64 the case was trans-
ferred again to Calcutta by the order of the Board. In 
1956 the case was at Ranchi. When the ITO served notice 
under Section 34 for re-opening the assessment, the 
assessee challenge4 the jurisdiction of the Special Circle, 
Ranchi, in issuing notice and filed a writ petition in the 
High Court, challenging the validity of the notice. The 
assessee withdrew the writ petition and he filed a title 
suit in the court of the Sub-Judge Jigainst the issue of 
notice. The case was decided against the assessee. Then 
the assessee went on appeal to High Court, and that wu 
decided against the assessee on 30-8-62. In the mean• 
while, the case was transferred from Ranchi to ITO 
Hazaribag who completed the assessment under Section 
34 on 29-9-62. Against the orders of the High Court, the 
assessee went to the Supreme Court on 30 August 1962. 
At this stage of the hearing, the Supreme Court passed 
a compromise order between the department and the 
assessee; the Supreme Court disposed of the order in terms 
of the memorandum of agreed terms, signed by the counsel 
of the parties, setting aside the assessment order of 
29-9-62 at Hazaribagh. The order of the Supreme Court 
was dated 10-10-63. The Department thought it better to 
agree to the compromise orCler. Under the compromise 
order the jurisdiction was to be with the ITO, Hazaribag. 
Again, he filed a writ petition challenging that notice has 
been issued beyond the time. The Su!lren:e Court set 
aside the order and said that it should be considered by 
ITO. Hazarioogh again."' 

1.17 The Committee pointed out that in the assessment order 
for the year 1948-49, the loss of Rs. 3.34 lakhs shown by the assessee 
in his return had been converted into a profit of Rs. 42.97 lakhs. 
The Committee enquire on what basis additions to the tune of Rs. 
46.31 lakhs were made. The Chairman, CBDT stated:-

"This is all actually an imaginary loss. It is not a real loss. 
The Income-tax Officer had no alternative .... but to 
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make all these additions. Now the assessee is dead. He 
died in 1970. The assessments are being given in 1977. 
His legal heirs do not cooperate. They do not give any 
explanation regarding the bank credits. And the income 
accuring is in the hands of the 23 limited companies .... 
The I.T.O. had collected so much information on the 
basis of which a huge amount was raised. But they did 
not go in appeal Even when in 1973, the Magistrate decid-
ed the case against them, they did not appeal. The 
Income-tax Officer is a revenue officer. He cannot, with· 
in the framework of the law. give up any amount which 
comes to his notice by way of his bank depoSits. Th'ey 
could as well be unexplained deposits out of his black-
money or they could be explained by withdrawal in the 
earlier y~rs. If the assessee had furnished proper expla-
nation the I.T.O. would not have made addition of Rs. 34 
lakhE. In the assessee's books. he would have probably 
found a much smaller income. 

Coming to the point of royalty, what happened is that the 
assessee had floated all those companies. He had diverted 
a part of rent to these companies. It was decided in 1973 
that those companies are bogus; that everything belonged 
to the assessee. In the- meanwhile, the assessments had 
been framed on the other 23 companies in respect of the 
-rents and royalties actually received by those companies 
and incomes also. Since the companies were no longer a 
real entity, whatever had been assessed in the hands of 
companies, was bodily lifted and put in the assessment 
of the assessee. 

1.18 The Committee drew the attention of the representatives 
of the Ministry to a letter from the Government of Bihar which 
stated inter alia:-

"Under Section 4-C of the Act, it will be made in cash and 
will be no difficulty in ma'Kin~ any payment to the 
Jncome-tax Department .... It will be possible for the 
IncomP-tax Department to take the bonds and redeem 
them during the period of 40 years ..... . 

T reaue~t that the matter mav be examined bv vou and the 
State Government informed what. they should do." 
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1.19 The Member CBDT stated:-

"There is a time element here. The information about assess-
ments which we have was in 1952-53. We had some infor-
mation that there were arrears of rent and royalty receiv-
able. We had also information that there were bank 
deposits. These assessments were not completed in 1952 .. 
53, thanks to the various ~court proceeding, the assess-
ments were completed only in April, 1977. By that time, 
all that had· gone." 

1.20 Asked how the assessee could manage to transfer his pro-
perties while the Department remained a helpless spectator, the 
Chairman, Central Board of Direct Taxes replied:-

''It was possible at the time when this assessee was living. It 
is not possible now because we have brought about seve-
ral amendments .... Now for every property-! was try-
ing to explain-which is more than Rs. 50,000 in value, 
he ha~ to approach the Income-tax Officer and -get a clear-
ance certificate from him. This is one provision. Then 
there is another provision which enables the I.T.O. to 
make an accelerated assessment in the case of persons 

who are likely to transfer property to avoid tax. These 
proyisions take care of these types of fraudulent transac-
tions but we had brought these much later. 'But at that 
time, in 1947-48, it was possible and he resorted to that. 
He resorted to that not with a viewto avoid tax but with 
a view to cheat or defeat or circumvent the provisions 
of the Bihar Land Reforms Act, 1950." 

1.21 The Committee enquired about the background in which 
decisio.r1 to writ off the tax dues are taken in this case and the level 
at which the proposal was examined. The representative of the 
Ministry stated:-

'1 •••. this dossier was received for the first time for the quar-
ter ending 31st March, 1978. Now, after giving the details 
of the demand year-wise, the Commissioner gave us the 
steps that he had taken to effect recovery in this case. He 
said that 'Under the circumstances, the realisation of the 
amount was difficult and therefore it was a fit case for 
writing off of the arrears. 

This was the Commissioner's assessment in the ftrst 
dossior itself. It was sent in June, 1978. Thereafter thi1 
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was examined and the Commissioner was aked to expe-
dite the examination of all feasible courses for recovery, 
and, if no recovery is possible, to submit suitable propo-
sals to write off. 

' We asked him in February, 1979. Soon thereafter the Com-
missioner reported that although some recovery was 
possible-at least at that time it was found so-a partial 
write off could be resorted to. The entire amount could 
not be recovered. In March, 1979, he submitted a proposal 
to the Board for partial 'Write off. Some queries were 
raised and clarified and, ultimately, it was decided to 
write off partially the tax arrears in this case." 

1.22 Asked why it was decided to retain a demand of Rs. 45 
lakhs, the Chainnan, Central Board of Direct Taxes replied:-

"The Conunissioner of Income-tax thought that probably 
Rs 10 lakhs should be sufficient to recover, if at all there 
was going to be any. We examined it in the Board and 
we found that there was some chance of recovery from 
the compensation that he would receive for the abolition 
of zamindari which he had possessed. There was also some 
chance of recovery in respect of the claims which haa 
been fi1ed by 2 of the 23 collieries with the Commissioner 
of Payments. This case had not been decided yet. So, 
we thought that Rs. 10 lakhs was on a lower side. We kept 
it on a higher side deliberately out of abundant caution 
that, if any compensation by· any chance was received 
by him, we will have to revive the demand. Here, I 
would lilte to mention one thing that just by writing off 
the amount, we do not give up our demand. We can still 
recover it if the assessee is able to get something in the 
next 30 years. In fact, we can revive it. The Govern-
ment dues are not written off for good. But there is hardly 
any chance of recovering it. We thought that Rs. 45 lakhs 
whtch we had retained, should be sufficient." 

1.23 The Committee desired to know about the details that were 
called for by the Board at the time of writing off Rs. 1.40 crores out 
of the arrear demand of Rs. 1.85 crores in 1980. A copy of Board's . 
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letter dated 8th June, 1979 furnished by the Ministry in this regard 
is reproduced below:-

To 
The Commissioner of Income-tax, 

Bihar-II, RANCHI. 

.Subject:-Writ off-partial-Case of Late Raja Bahadur Kamakbya 
Narayan Singh of Padma-Bihar II Charge Recommenda-
tions of the Zonal Committee-!tonsideration of-

Sir, 

T am directeo. to refer to' your D.O. letter No. OSD/XI/78-79/ 
132~ 6, dated the 7th Maiich, 1979 to Shri 0. V. Kuruvilla on the 
suh: ect and to say that the Board desired clarifications/information 
on 4 he following points:-

(i) Name of 23 benami companies whether assessed or not, de-
tails of jnvestment made in them, if any; 

(ii) Valuation of Raj Bunglow, Hazaribagh should be made 
by Va1uation Cell of the Department. 

(iii) It appears that the assessments for 1948-49 to 1952-53 were 
made as late as in 1977. The reasons for such delay in 
completing the assessments may be indicated; 

~iv) Whether legl heir (s) of the defaulter is assessed to tax; 
(v) Family tree of the defaulter alongwitb relationship with 

him should be furnished. The nature of additions made 
in the hands of defaulter alongwith the amount of addi-
tions may be furnished; 

(vi) Whether the defa'illter had received a:ny compensation 
under Zamindari Abolition Act or something is still due 
to him may be indicated; 

(vii) Efforts made towards recovery of tax arrears against the 
estate of the defaulter from time to time may be indi-
cated. The present irrecoverability certificate are all in 
the nature of "no objection" certificates. It will be 
necessary to ·advise the TRO of the matter to be certified 
by him and the matter to be looked into by him before 
such certificate is issued. Apparently he cannot gfve a 
certificate that he has ''no objection" to the demand 
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being written off'', considering the different circum-
stances. "Such circumstances have to be spelt out and 
he has to reach a positive conclusion himself that th~re 
are no assets from which recovery can be made. If he 
is aware of any assets from which any recovery is possi-
ble, he should proceed against such assets forthwith. He 
could, however, give a partial irrecoverability certificate, 
specifying the amount which he anticipates could be 
recovered and ~ertifying to the irrecoverability of the 
balance demand. Recovery certificates have to be issued 
in respect of all the demands in arrears. The irrecover-
ability certificates may accordingly be obtained from the 
TRO and sent to the Board; 

(viii) Whether the defaulter was assessed to Wealth-Tax, if so 
send the assessment records of wealth-tax also. Whether 
the Estate return was furnished by the legal heir (s) I 
defaulter; jf so, therefrom may be furnished. The value 
of Padma palace stated to be finalised at ,the tribunal 
stage may be indicated alongwith the order of the tribu-
nal in this regard. The details and value of all properties 
(moveable and immovable) transferred by the defaulter 
to his family members on or after 31-3-1947 may be 
furnished; 

(ix) Whether we have a priority claim· regarding 'Raj Bung-
low'. For this purpose, the facts relating to the date of 
certification or arrears to the TRO has to be lo0ked into; 

(x) Details of assets shown by defaulter's including his wife 
and son in their returns of income and wealth may be 
indicated alongwith the source of acquisition of assets; 

l:xi) How many of the 23 companies have been struck off 
from the Register of Registrar of Companies. In respect 
of the remaining companies, if not already struct off, 
what are the assets available for recovery of tax arrears 
according to the latest balance-sheet; 

(xii) It has been noticed that the defaulter sometime in 1917-
48 had received Rs. 80 lakhs for transfer of· certain assets 
to the companies. The manner in which the above S'Um 
was utilised should be looked into; and 

("» ~i) What has happened to undisclo~d income assessed in 
the hands of the defaulter may also be given. 
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2. You are requested to . depute someone to collect the assess-
ment records of the case, if the same is r~quired to furnish the 
above information. 

1.24 Asked about the procedure of write~cff followed by the 
Board in this case, the Chairman, Central Board of Direct Taxes 
stated-

"So far as the writ off Rs. 25 lakhs and above is concerned~ 
it is decided by the full Board consisting of the Chairman 
and six members. The Board considers the entire case 
and considers the recommendations of the Commissioner. 
The Board also considers the recommendations of the 
zonal committee. It considers the internal notes made in 
the Boards office and the recommendation of the Member 
concerned and then it authorises the write off. Where, 
however, the amount exceeds Rs. 50 lakhs, we obtain the 
specific approval of the Minister before we actually 
write it off from our books. In this case, the full Board 
had considered it and written it off and it thougl1t that 
it was a fit case for write off.'' 

1.2~ In reply to a q'Uestion whether before coming to a decision 
in the matter, the Board had satisled itself that the numerous ·ad-
journments granted in this case and the frequent changes in juris-
diction, were justifi.ed. The Chairman, Central Board of Direct 
TaX"~ replied:-

''Unfortunately, I must admit frankly, we did not examine in 
that light. We were concerned with the limited question 
of whether there was any chance of recovery and whether 
something could be recovered or whether it was a case 
of full write-off or partial write-off. We ultimately 
agreed that it should be partially written off to the extent 

of Rs. 1,40,07,422 and the balance Rs. 45 lakhs should be 
kept.'' 

Supert,isinn by the Board 

1.26. The Ministry of Finance had informed the Public Accounts 
Committee that w.e.f. 1-4-1973 the work of supervision of recovery 
of arrears exceeding Rs. 10 lakhs in each case had been allocated 
to the Central Board of Direct Taxes itself. While explaining the 
nature of this ''supervision'', the Ministry had explained, " ..... . 
s~ pervision 1s exercised in two ways. One is, we get q'llarterly dos-
Slf·rs. Secondly, whenever Members of the Board go to their res-
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pP.Ctive administrative zones, they discuss these cases-where the 
dt~mand exceeds Rs. 10 lakhs-with the respective Commissionera 
and make an on-the-spot appraisal whether the authorities concern· 
e•i are taking necessary steps from time to time. The Finance Sec-
retary had added, during evidence before the Committee, that the 
crux of this supervision was developing a good information system 
so that, '' ..... the Board is fully informed as to what is being done. 
These statements are intended to ensure that while we have dele-

.gated executive powers to the officers we are not kept in the dark 
Everything important is brought to the specific notice of the Board 
and to the Member of the Board who is able to watch the progress 
and issue directions, pull up people where necessary ...... " The 
Mtnistry had also informed the Committee that a special Cell had 
ben1 set up in the Board to obtain comprehensive Information re· 
gar \ling year-wise arrear demand, fresh demands created _during 
the quarter, collection in cash or by adjustment, reduction on ac-
cal1 tt of appellate orders or other revisionary action and steps taken 
for realization of these demands', so as to keep the tax dossiers in 
the- 1e bigger cases complete and uptodate. (Vide Paras 5 to 15, 79 
Re· >Crt,! Sixth Lok Sabha). 

U 7. As regard monitoring of information about tax-arrears, the 
'Cb 1il\.1an, Central Board of Direct Taxes stated in evidence:-

''So far as investigation and completion of assessment are 
concerned, it is the duty of the Income Tax Officer, his 
immediat€ boss viz. the Inspecting Assistant Com-
missioner ~nd the local Commissioner of Income tax. So 
far as completion of assessment is concerned, it is pri· 
marily their responsibility. But so far as the arrears are 
concerned, we have made it the personal responsibility 
Of the ITO for demands upto Rs. 25,000!-, that of the lAC 
between Rs. 25,0001- and Rs. llakh; and then of the Com-
missioner between demand of Rs. 1 lakh and Rs. 10 lakhs. 
Beyond Rs. 10 Iakhs, we have taken up the responsibility 
of moni taring through the Director of Recovery.'' 

1.~.8. Considering the heavy tax dues involved in the case the 
Comr llittee enquired why it was not specifically monitored b; the 
Boa rcl or at least a Member of the Board. The Finance Secretary 
repl od:-

"It is true that there are very tough and difficult cases wher~ 
people could even suspect that the officer was not taking 
appropriate action in the proceedings. But, we will have 
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to recognise also that in the Departmental machinery, 
the statutory powers are vested with the officers from the 
ITO upward& and they will have to be allowed to ex-
ercise those po~ers. 

When we talk about the responsibility of an individual mem-
ber of the Board to monitor the work, a particular refer· 
ence was there to the cases where there are arrears of 
Rs. 10 lakhs and over. That is also a case where demands 
have already been raised. But this is not a case like that. 

In 1947-48 and 1948-49, adjournments were given. I do not 
say adjO'UI'Ilment was given rightly or wrongly. That 
was the point which existed 35 years ago. I do not know 
really. No one can form a judgment if a particular ad-
journment given in 1945 was right or wrong. With due 
respect, I would say that we should accept this position. 
Further, no Department can work with the head of the 
department himself attending to all individual cases." 

1.29. He added:-
,, ... it is not possible for a member of the Board or additional 

secretary to the Government as he is or Secretary to the 
Government for that matter, to deal with an individual 
case unless there is a specific report that case A or B 
should be examined because there is good reason to do 
so." 

Arrears of Tax 

1.30. The gross arrears of tax outstanding on 31st March, 1981 
were Ets. 1112.89 crores including Rs. 250 crores which were not yet 
overdu,e (i.e. 35 days from the date of serving of notice was not over 
as on :31-3-81). The year-wise position of arrears from 1976-77 to 
1980-81 is shown below: 

(Rs. in cror('~'. 

Year Gross Amount 
.::rr('ars goverdue --1976•77 873'56 152'59 

1977·78 989·87 18o·56 
tg?8·79 gro•f>4 175'?7 
1979-80 1011'85 171'47 
1980-81 1112'89 250'00 
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1.31. The following table .. shows the number of assessees and 

demands from them at the end of each year:-

(Rs. in crorr-s) 

Year ending Over Rs. 5 lakhs 
upto Rs. 10 lak.hs 

rach 

Over Rs. 10 lakhs Ovrr Rs. 25 lakh ' 
upto Rs. 25 lakha 

~ach. 

-----------
~o. of Amount :'ll'o. of Amount No. of Amouu1 
case"~ Rs. casrs Rs. <Jases IL~. 

--·· 
March 1977 728 53'42 450 70'!Z6 270 179'49 

March 1978 H4o 57'00 505 79'00 305 :237'00 

March 1979 833 ;,s· 48 479 74'!Z8 291 210'83 

March 1980 Bg.2 61 • 4 I 494 78'30 :137 2fi0.47 

March 1981 g8J tis· so 520 Bl· 97 3!6 :~o4 · Bfi 

-------
1.:12. In paragraphs 2.10 to 2.13 of their 34th Report (Seventh 

Lok :Sabha), the Public Accounts Committee took note of the 
'commendable efforts' made in 1978-79 to reduce arrears of demand 
but reiterated that the achievement had still falJ.en short of the 
Action Plan Targets and efforts needed to be augmented. The Com-
mittee had recommended that information regarding tax arrears 
exceeding Rs. 10 lakhs should be made available to Parliament 
through the Annual Reports of the Ministry of Finance. In com-
pliance with this recommendation, the Ministry furnished the fol-
lowing statistical information in their Annual Report 1981-82: 

Sl. 
~0. 

Drsc:ripti(ln . 

1. Total No. of cases with gross lncomr-tax demand rxrr('dir~ 
Rs. 10 lakhs as on 31-3-81 

2. Out of ( 1) cases with drmands brtwrrn -

(a) Rs. 10 lakhs and R~. 25 lakhs 

(b) Rs . .25 lakhs and R~. 50 lakhs I. 

(c) Ra. 50 lakhs and R.ll. 1 crorr 

(d) Abovr Rs. 1 crorr 

---------
Xo. 

866 

520 

207 

81 

ss 

Amnun1 
(R~. in 
('rorr·, \ 

:l68· 8~{ 

81'97 

70' 10 

s6·57 

178• 19 

----··------------------------------------------------------The Ministry stated in the Report that during 1980-81 'signi-
ficant' collection/reducation had been achieved but arrears. 
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had still gone up because of the accretion of current de-
mands. This is not, however, borne out by the following 
figures:-

Arrr<~rs of 
current 
dem~.nd 

326•2P. 

3HH·HB 

4G1· 84 

--- ---·· .•. -- -------
Arrears upto Gr0ss r.rtt·; p. 
tln: rnd of C1,l. :.1 &. :-l 
r?.rlin yr~.r 

----- ..... ----~- -· - --~-- --· -----·- --·--------- -
Reduction of Tax Arrears 

1.33. In para 3-7-4 of their Annual Report for the year 1981-82 
the Ministry of Finance stated that in the Action Plan for 1981:-82 
of the Income-tax department highest priority has been given to 
this collection I reduction of tax arrears. It was envisaged that 5!; 
per cent of the demands outstanding on 31-3-1981 should be collect-
ed or red'Uced during the year and 85 per cent of the demands raised 
during the financial year 1981-82 should be similarly collectedire-
duced during the year itself. During evidence, the Committee en· 
quired to what extent these targets had been achieved. The Chair-
man. CBDT stated:-

"It did not reach 55 per cent, it was about 40 per cent ... on 
all the- India basis some were able to achieve 55 per cent." 

1.34. The Committee enquired about the rea~ons for increase in 
the gross arrears of tax outstanding. from Rs. ]011.85 crores in 
1 979-80 to Rs. 1112.89 crores in 1980-81. The Chairman, CBDT 
stated:-

''So far as determining tax in arrears is concerned, we have 
for several years now adopted a 5ystem whereby we find 
out the gross pending demand as at the end of the 
financial year. That demand may consis~ of certain 
demands which have not fallen due; e.g. where an assess-
ment was raised on 25th March, the time limit of 35 days 
for payment of demand may expire in April or May. 
Even this demand will be included in the gross demand. 
Actually, we can do nothing about it. because the time 
has not yet expired. We cannot insist upon the assessee 
to pay. SimilarJy, where the courts have held that cer· 
tain payments should not be collected from the assessee. 
we can do nothing. There are also other demands which 



38 

ar -disputed or are pending verification. The assessee 
says pe has made the payment, whereas the Department 
says he has not. There is a dispute about it. Even that 
demand is not enforceable. The demands in respect of 
which Trib'Unal, appellate authorities or others have 
granted instalments are also not strictly enforceable. So, 
from the gross outstanding demand, we deduct all these 
four types of demand, and then work out the net tax in 
arrears. 

Now about the break-up of Rs. 1112 crores. The demand 
which had not fallen due as on 31-3-80 was Rs. 422 crores. 
As on 31-3-81, the figure was Rs. 477 crores. There was 
thus an increase of Rs. 55 crores in respect of the demand 
which was outstanding on 31-3-81, but it was not strictly 
enforceable and could not strictly be called arrears. The 
tax in arrears was Rs. 589 crores on 31-3-00, and Rs. 635 
crores on 31-3-81, viz. an increase of RS. 46 cro~. Al-
though the gross outstanding demand had increased by 
Rs. 101 crores, the actual increase of tax in arrears, was 
only Rs. 46 crores. 

The explanation for this is this: During 1979-80, we had raised 
current demand ot the extent of Rs. 2054 crores. In 1980-
81 we had raised it to Rs. 2498 crores. The current de-
mand had gone up by Rs. 444 crores. It would account, 
to a certain extent, for the growth of arrears. The de-
mand ·collected within the year out of the current de-
mand, during the year itself, was Rs. 16651- crores in 
1979-80. It was Rs. 2036 crores in 1980-81. In other words, 
thP balance of current dem.and which was carried over, 
was Rs. 338 crores in 1979-80; ancl the current demand 
which was caried. on 1-4-81 for the year so closed, was 
Rs. 462 crores. Thus the arrears had increased by Rs. 73 
crores on account of current demand alone. That would 
explain how this Rs. 101 crores has increased. One reason 
is that we create more demand year after year. During 
1980-81 we had created extra demand of Rs. 444 crores 
in one year alone ... In addition to this, there are three 
more types of demands which have got to be deducted 
out of the outstanding gross demands. The total of such 
deductions to arrive at tax in arrears came to Rs. 427 
crores as on 31·3-80 and to Rs. 477 crores as on 31-3-81.'• 
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1.3!;. The Committee enquired as to how much ot the. de~and
was irrecoverable and what steps were being taken to wnte 1t off. 
The Chairman, CBDT stated: 

"All these arrears are watched by the various income tax 
authorities. We have fixed the personal responsibility of 
the Income Tax Officer to watch arrears upto Rs. 25,000. 
We have asked the Inspecting Assistant Commissioner 
to watch the arrears between Rs. 25,000 to Rs. 1 lakh :n 
individual cases. We have made it personal responsibility 
of the Commissioner to watch the arrears from Rs. 1 lakb 
to Rs. 10 lakhs. Above Rs. 10 lakhs, it is the Bo'ard who 
are watching the recovery through the Director of Re-
covery who is in attached office of the Board. These are 
the cases where the demand is for more than Rs. 10 lakhs 
in each case; their number was 866 as on 31 March, 81.'' 

He added:-

"The amount pending consideration for write off or scaling 
down is of the order of Rs. 30.66 crores. Then there is 
another amount due from companies under liquidation 
which is of the order of Rs. 12 crores. The amount due 
from persons who left India for good without making 
payment or are not traceable is Rs. 39.52 crores. All told, 
it is Rs. 89 crores." 

1.36. The Committee pointed out that according to Ministry's 
Annual Report for the year 1~81-82 there were 139 cases, where the 
arrears exceeded Rs. 50 lakhs each and 58 cases where arrears were 
Rs. 1 crore and above in each case and the amount involved in these 
cases was Rs. 235 crores. The Committee desired to know whether 
any special steps had been taken by the Board in these cases to 
effect recovery. The Chairman, CBDT replied:-

"Where the demand exceeds Rs. 10 Iakhs, a dossier is pre-
pared, which is kept with the Board's office. When the 
Director of Recovery goes from State to State and meets 
Commissioners and discusses those cases with the Com• 
missioners. After consultation, they devise and decide 
upon the course of action to be taken in that particular 
case. The number of cases where the demand exceeds 
Rs. 1 crore, in 1980-81 was 58. They were not all of· 
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the figures of c~ses where the demand exceeded Rs. 1 
crore. Most of them belonged to monopoly houses or 
non-resident foreign companies." 

1.37. A statement showing details of gross demand outstanding 
·against each of these 58 assessees as on 31 March, 1981, and the 
-collection/reduction effected during 1981-82 and the latest position 
Qf effecting recovery/writing of the demand, as subsequently fur-
nished by the Ministry is reproduced in Appendix I. It will be seen 
from this statement that as against the total demand of Rs. 174.11 
crores outstanding as on 31 March, 1981, collection!reduction effect-
ed during 1981-82 was of the order of Rs. 912.87 crores having a 
balance of Rs. 81.24 crores. 

1.38. In reply to a question in Rajya Sabha on 22 February, 1983 
(USQ No. 291). as lo the steps proposed to be taken to tighten the 
tax collection machinery. the Minister of State in the Ministry of 
Finance stated:-

''The lncome-ta~~ law as it stands has sufficient provisions in 
the form of charging of interest. levy of penalty as well 
as prosecution in respect of tax defaulters. Recently, 5 
posts of Commissioners of Income-tax (Recovery) have 
been sancti::med to be located at Bombay, Delhi, Calcutta, 
Madras and Ahmedabad. This step would give a great 
fillip to the work of recovery at these places. However, 
the question of tax administration and its rationalisation 
and improvement ha~ been referred to the Economic Ad-
ministration Reforms Commission. Further measures to 
tighten up the administrative machinery in respect of 
recovery of taxes .will. therefore, be taken in the light 
of recommendations which may be received on the sub-
ject from the said Commission.'' 

Amounts written off during 1977-78 to 1981-82. 

1.39. In reply to a question in Rajya Sabha, USQ 291 dated 22-
2-1983 the Minister of State in the Ministry of Finance gave the 
following information indicating the tax in arrears, demand created 
but not fallen due, number of assessees against whom arrears 
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exceeding Rs. 10 lakhs were outstanding and the amount involved and 
the amount written oft during the financial years 1977-78 to 1981-82:~ 

Financial yca.r Tax-in· Demand No. of assessees Demands 

1977•78 

1978-79 

1979-80 

rg8o-81 

• 1g81-8~ 

Arrears created 
but not 

fallen 
due 

(in crores of Rs.) 

633'53 356'34 

554'90 355'74 

s8g·6s 42.2'20 

635'54 477' 35 
708·38 530'95 

against whom de- written 
m'lnds exceeding Rs. off in 
IO lakhs were out• each year 

standing and the 
amount involved. 

No. Amount 

{in crorcs of lb.) 

810 316 13'19 

770 285 21' 76 

831 34° 10'53 

866 387 14'67 

951 443 8·70 

1.40. A statement showing the names of the assessees in whose 
case arrears over Rs. 10 lakhs were written off during the financial 
years 1977-78 to 1981-32 along with the total demand outstanding 
(as given in reply to Rajya Sabha USQ No. 291 dated 22-2-1983) 
is reproduced in Appendix II. 

1.41. As regards the .reasons for write oii, the Minister of State 
in the Ministry of Finance stated:-

''The irrecoverable arrears of tax were written off for various 
. reasons of which the main ones are as under:--

1. asses sees ha"ing died leaving behi.nd n0 assets; 

2. assessee companies having gone into liquidation; 

3. assessees wh'> ~re alive but have no attachable assets; 

4. assessees having left the country without leaving any 
assets; 

5. assessees being untraceable; and 

6. amount being petty, etc.'' '7. LS--4 
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Procedure r~ga.rding W''ite offlscfJ.li.l\g down of arrears of .TliX 
dema.nds. 

Powers of wrtte off & Fro;:~il·lre followed 

1.42. At the instance of the Committee, the Ministry of Finance 
have furnished the following note indicating the powers of various 
authorities to write off tax demands or for scaling down oi sur.:h 
dem.ands and the procedlll'e followed in this respect:-

"Method of Write-off . 

Powers of Write off 
The writing off of revenue deman.d is. resorted to if it is found 

irrecoverable in the absence of any assets or no recovery 
can be legally effected from the available assets. The 
powers to do so are derived from the Delegation of Fi-
nancial Power Rules and;or delegated thereunder. The 
powers of various aut!lorities in respect of revenue of 
direct taxes as under:-

1. Department of Revenue-Full powers. 
2. Commissioner of Income tax-Full powers. 
3. Inspecting Assistant Commissioner of lncome-tax---Upio Rs. 

1-0,000 in each case. 

4. Iftcome-tax Oflicer Group 'A'-Upto Rs. 1,000 in each case. 
S. Income-tax Officer Group 'B'-Upto Rs. 500 in each case. 

Proeedure.-The tax arrears of Rs. 500 are written off by the In-
come-tax officer Group 'B' after enquiries into the assets of th~ 
defaulter and chances of recovery and if he is satisfied that 
the demand is iiTecoverable. The dem;md over Rs. 500 but not 
more than Rs. 1000, and upto Rs. 10,000 is to be written oft 
by the Income-tax Officer Group 'A' and Inspecting Assistant 
Commissioner of Income-tax respectively after obtaimng 
irrecove1'18bility certificate from the Tax Recovery 
Officer over and above the procedure followed by 
the Income-tax Officer Group 'B'. In the case of tax 
arrears exceeding Rs. 10,000 and upto Rs. 1 lakh the 
proposal for writing oft is referred to the Local Committee 
consisting of Comminioner of Income-tax, lAC and ITO 
concerned for reviewing the case. The demand is written off 
only if it is recommended by the said Committee for writing 
off as irrecoverable. AU proposals exceeding Rs. 1 lakh de-
mand are placed before a Zonal Committee which consistS 
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of P'f concerned and two other Commissioners and includ-
ing CIT (Recovery> wherever possible for reviewing the arrear 
demand and making suitable recommendations. On the re-
commendations of the Zonal Committee, the CIT concerned 
passes necessary orders of write off. Although the CIT has 
full powers lbut by an administrative instruction the demand 
exceeding &. 10 lakhs is required to be referred to th~ 
Board alongwith the Zonal Committee's recommendations, 
assessment records, etc. for its prior approval. Such pro-
posals are examined in the Board's office by two Dy. Secre-
tariesiDireotors and the proposal with their comments is 
placed before the Member, CBDT in case tbe arrears are upto 
Rs . 25 lakhs . If arrears exceed Rs . 25 lakhs the case is 
placed before Full Board. Minister's approv.al is also obtained 
in cases with tax arrearn of more than Rs . 50 lakhs. 

Scaling down.-The scaling down of the demand is resorted to 
wherein it results in more recovery than it is possible to make 
otherwise; The procedure is the same but administrative 
instructions issued envisage that the CIT can scale down 
arrear demand upto Rs . 1 lakh on the recommendations of 
the Zonal Committee: Where the arrears requiring scaling 
down exceed Rs . 1 lakh, the prior approval would be nece.s-
sary as given below:-

Member, Board-Upto Rs. 5 lakbs. 
Full Board-Upto Rs. 10 lalchs 
Minister-Above Rs. 10 lakhs 

Formal orders are however, to be issued by the CIT. " 
' 

1 . 43 The Committee enquired whether there was any system in tlle 
Department to inform the concerned authorities 'Viz. the Ministry of 
Commerce, the Chief Controller o~ Imports & Exports and others con-
cerned (including the State Governments), regarding the tax arrears written 
off against the defaulters so as to debar them from availing of any facili-
ties like import licences. The Chairman, Central Board of Direct Taxes, 
replied:-

'~We do not. We can consider this suggestion. These are written 
off after an individual is dead or the company is liquidated.'' 

1 . 44 In reply to a further question whether any Press Note was issued 
in such cases to enable the public to come forward with information 
about such people or about the property still held or subsequently acquired 
by them and whether there was any system to reward the informers in 
such cases, the Chairman, CBDT stated:-
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"Our procedure does not allow these things to be notified in the~ 

·Press before write·off .... We will examine this .... We are 
considering whether we should reward those who have given 
infonnation about possible ways of collecting or recovering 
the amount i.e. before they are written off." 

1 . 45 In a further note on the subject, the Ministry have stated: 

"The Department is already publishing the names of assessees in 
. whose caGe the arrear irrecoverable demand of Rs . 1 lakb 

and above has been written off. The publication of tho 
names of assessees is normally done after the amount is 
written off. The system does not provide at present for 
information from public in respect of assets of aGSessees in 
whose case the proposal for write off is under consideration." 

1 . 46 As regards the provision for reward to the informers, the Minis-
try, in a note, stated: 

"Under the existing guidelines isGued by the Central Board of 
Direct Taxes in 1980, there is a reward scheme which also 
covers those informants for rewards if they furnish specific 
infonnation, documents, or other evidence leading to the 
recovery of taxes which were otherwise not recoverable." 

Recommendations re: Write Ofts 

1.4 7 The assessee in the caSe referred to in the Audit Paragraph 
under examination is the late Raja Babadur Kamakhya Narain Singh. 
This is perhaps a unique case in the annals of tax administration where 
the assessee ma~ed to drag on the assessment proceedings for as many 
as 23 years i.e. from 1947-48 tiD his death in May 1970. In the mean· 
time, the assessee alienated all his assets which included 5 house proper-
ties, shares in limited comi?ftnies, bank deposits etc. and the Department 
could do nothing to stop him from doing so. As a result, income-tax 
demand to the tune of Rs. 1.85 crores due from the assessee for the 
assessment years 1947-48 to 1952--53 and 1967-68 to 1973-74 remained 
unrealis(..-d. or this. a sum of R~. 1.40' crores was ultimately written oft 
by Government in July, 1980. 

1.48 The assessee involved the department in litieation mostly on 
the question of jurisdiction. From the infonnation made available, the 
Co.Dunittee, find that the jurisdiction of the Income-tax Officer in this 
case was chan~c1 nearly fen times between 1947 and 1966 amon~ tbe 
Income-tax Officers, Hazari~ Special Circle, Patna. Special Circle, 
Ranchi, Centnl Circle, Calcutta and District D Calcutta There is evl· 
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clence to suggest tbat quite oftea the transfer orders were made tJaoupt• 
lessly. Thus in 1951 the Central Board of Direct Taxes transferred the 
case from Ranchi to Central Circle, Calcutta even wbeo they had oo 
powers to do so under the Income Tax Act, 1922. The order of trans· 
fer was quashed by the Supreme Court on 20 March, 1956. In Decem-
ber, 1964 the Board transferred the case from Hazaribagb to Distt. II, 
Calcutta. The order of transfer had to be cancelled as the Commissioner 
of lncome·tax had earlier (September 1964) transferred the case from 
Hazaribagh to Rancbi. The Committee cannot but observe that the 
department and the Board were responsible to a considerable extent for 
the mess in which they found themselves in this case. 

1.49 The Committee further observe that before the death of the 
assessee on 6 May, 1979 only one ass~ssment, i.e. for the year 1947-48 
could be COllljpleted and demaud raised. The Ministry h.as stated that 
the assessment lor the assessment year 1947-48 was re-assessed tmder 
Section 34 of the old Act on 2 March, 1957. The demand as per 
this assessment was Rs. 9.52 lakhs on a total incom';, of Rs. 24.45 
lakhs. The Ministry have also stated that the Pafn1.1 Hi~h Court had 
upheld the re-assessment in May 1973. The Committee however find 
that the amount adopted in the write·off proposals was only Rs. 3.31 
lakhs which was the amount raised in the original assessment made in 

. January 1951. The Committee, would like to be .ii.ppriscd of thr, 
reasons for this discrepancy. 

1.50 The Committee find that bulk of tbe demaud a.:nounting to 
nearly Rs. 1.5 crores was raised by the Department during 1948-49 to 
1951·52. In respect of the demand of nearly Rs. 87 lakh.~t for the 
assessment year 1948-49, the assessee lost before the Sub-Judge as weD 
as the High Court and went in appeal before the Supreme Court. As 
per a compromise arrived at by tbe Department with the assessee, the 
Supreme Court set aside the assessment order for the years 1948-49 to 
1950..51 holding that the proceedings for these years were properly pend-
ing before I.T.O., Hazaribagh. Subsequently, the assessee managed to 
stall the proceedings, first by filing a writ petition io the Pama High 
Court and then a title suit. It Is amazing that the Department, haviug 
own the case in the lower court and io the High Com1, should have 
agreed to a compromise with the assessee. The Committee would like 
the Ministry to examine the matter and apprise the Committee of the 
findings. 

1.51 During the years 1947-48 to 1952-53, additio118 of Rs. 59 lakh.~J 
and Rs. 34.27 Iakhs were made on account of royalty iocomes of 'bcnallll' 
companies and unexplained bank deposits. '.lbe COIDJbi~ .. ~ tould' get DO 
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satisfadory aaswers to the questions, (a) what was the basis of these large 
additions, (b) were Royalty incomes assessed iD the haDds of the oom.-
panies and did they pay any taxes thereon, and (c) what happened to 
the bank ~? 

It is amazing that the Board should have processed write oft propo· 
sals of this magnitude without finding out the answers to these crucial 
questions. The Committee recommend that these matters should be gone 
into even now with the seriousness that they deserve so as to fix res-
ponsibility. 

1.52 The Committee note with dismay that fresh assessments in the 
case were made after nearly 13 years, and 7 years after the death of the 
assessee. Even though the tide suits were withdrawn by the assessee's 
representative in March, 1973, it took over 4 years for the Department to 
finalise the assessments. Tbe Committee would like the reasons for this 
inordinate delay to be investigated thoroughly with a view to fixing res-
ponsibility and obviating such situations in future. 

1.53 The Committee further note with regret that even though tbe 
Wealth-tax Act had come into force in May 1957, the Department dicl 
not proceed against the assessee in the matter and "no wealth tax asses.-,-
ment wasf made''. The Committee would like to know whether the 
questions of enforcing the liability under the Wealth-tax Act was ever 
examined and if not, who was responsible for this serious .. e. 

1.54 Ill paras 5-15 of their 79th Report (Sixth Lok Sabha), th£ 
Public AecoiDlts Committee had taken note ol the statement of the MIDi·· 
try of Fi.mmce that with effect from 1.4.1974 the work ol supervisicm of 
recovery ol arrears exceediDg Rs. 10 lakhs in each case had been aDocated 
to the Central Board of Direct Taxes itself. WhDe explaining the nature 

f this " • • ,, the Mini try bad lained. ,, "si • 0 SuperVISIOn , S exp ......... supem OD J!§ 

exercised in two ways. One is we get quartely dOI!Biers. Secoacly, 
whenever Members of the Board go to their respective administndive 
zones, they discuss these cases-where the demand exceeds Rs. 10 lakb5-
with the res.pective Commissioners and make an on-thHpot appraisal 
nether tbe authorities concemed are taking necessary steps from time to 
time. The Fi.D&Dce Secretary had added during evidence before the 
Committee, that the crux of this supervision was developing a good in .. 
formation system so tbat ... tbe Board is fully informed as to what is 
being done. 'These statements are intended to ensure that while we 
have delegated executive powers to the officers we are net kept in the 
dark. Everything important is brought to the specific notice of tll.e 
Board and to the Member of the Board who is able to watch the pro-
gress and issue directions, puB DtP people where necessary .. .'' The Minis-
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try had abo infOI'Died the Committee that a special Cel laad IJeea Ill 1p 
in the Board to obtain comprehensive informatloa repnliDg yar-wise 
arrear demand, fresh demands created during the quarter. collection Ill 
cash or by adjustment, reduction on account of appeDate orders or other 
revisionary action and steps taken for realization ot these deiii8Dds, 10 as 
to keep the tax dossiers . in these bigger cases complete and upto date. 

1.55 The Committee observe that in the case examined by them the 
arrears amounted to Rs. 1.85 crores. Appareatly, it was one of the big-
ger cases and should have been subjected to close supervision by tbe 
Board. However, the Committee find that in respect of some of the items 
of the advance questionnaire seeking detailed particulars of assessments 
and recovery of taxes the Ministry informed the CommiUee that the re· 
quisite information was not available and had been callecl for from the 
Commissioner of Income Tax concerned. The requisite bdormation wa"i 
furnished to the Committee in piecemeal fashion by September 1982 i.e. 
3 months after the questionnaire was fo.nvarded. The inference is o~ 
,·ious that the Board did not ha,·c any details of this case till it was taken 
up b~· tbe Committee for examination and tbat the so-called 'supervision' 
was on paper onl~·· The Committee have a strong feeling on the basis ot 
their examination of this case that such lukewarm response of the Cen· 
tral Board of Direct Taxes itseH to the Committee's repeated exhortations 
for speedier collection of taxes is responsible in good measure for the 
arrears of tax continuously going up. 1be Committee strongly recom-
mend that Government should take effective measures to tone up the 
functioming of th(' CBDT so that the tax arrears in bigger cases do not 
get accumulated as it ultimateh· goes to increase the tax burden of the 
poor tax 1pa,•ers. 

1.56 The CoDlDlittee have been repeatedly emphasising tbe need for 
curbing the tendency on the part of ITOs to grant adjournme.lds freely aDd 
sometimes on flimsy grounds. In para 4.9 of their 34th Report (1980-81) 
7th Lok Sabha, the Committee observed as under: 

''The Committee find, that in spite of specific instructions jssued 
by the Board, the assessing officers contbloe to adjourn high 
income group cases . witbo.a CODifPCiing reasons. It wa.~ 

conceded during evidence that to a certain e:dent, the I.T.Os 
are to blame for unnecessary adjournments. The Committee 
recommend that some sample studies should be conducted in 
this regard and based on the results of the stady public In-
structions be issued to the assessing officers. 

This would also allay the mis~ving in ·public mind that frequent 
adjournments are trnmted for extraneous reasons. Again in 
para 2.21 of their 38th Report (1 980-81) 7th Lok Sabha, tile 
Committee obse"ed as acler:-
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''Tbe CoJDJDiUee fiad it strange that the ease was allowed to lillger 
· oa for such an inordinately long time oa account of aon co· 
operatioa on the part of the assessee. 1be Committee see no 
reason why the assessee should have been allowed as man~· 

as 15 adjournments and why exparte assessments could not 
be made. The Committee consider that it was only on ac-
count of the in eXfplicably soft attitude of the Incomt..'-tax 
authorities that thl· case lingered on for years and the assessee 
continued to ~noid his tax liability." 

The insant case is :m c~.treme example of this same tc~~dency. From 
the information made avaibhlc. the Committee find that the O'Os were 
extremely liberal in gran:i:ng adjournments to the asscsse\.~. Numerous 
adjournments were give:1 on grounds of non-compliance and so many 
more were given by i:r:.o:s o~t their own. It would thus~ appear that the 
departmental m:l~hinery was so mu~:b over-awed by the assessee that it 
almost ~ot pt·t~ified in it~ tracks. The Committee wmdd re!tcratc 
that this aspect of worki~rg o; the Income·hlx department needs to be taken 
serious note of by Gt•'·~·~·,.,~~~~·!';lf H tbe ~dmin!•:tr~Hon of din·d taxt~s is to 
be streamlined and al;,;o h<nt·.wit::'l~ to the assc"isecs ~noidNt The case'l 
should be adjourned only when there are \'alid and strong grounds for doing 
so. This a~ect should be taken into consideration while making an assess· 
ment of the perfomtance of the officer. 

1.57 The gross arrears of tax outstunding on 31st March 1981 were 
Rs. 1,112.89 crores as against Rs. 1,011.85 crores as on 31.3.1980, i.e. 
BD incruse of over Rs. 101 crores. In their Annual Report {or 1981-82. 
the Ministry of Finance claimed 'significant' collectionjreduction on arrear!-
during the financial year 1980-81 and stated that the arrears had nevcrthe· 
less gone up mainly because of the current demand remaining unpaid. 

According to the figures given by the Ministry of Finance for the 
Audit Report 1978-79, 1979-80 and 1980-81, however, it i-, not only the 
arrears of the current demand that have gone up; arrears of arrear· de· 
mand have also gone up from Rs. S74 crores (1978-79) to Rs. 623 aores 
(1979-80) lind Rs. 651 crores (1980-81). The Committee recommend 
that the Ministry of Finance should investigate how an erroneous b1afe- · 
ment Clime to be made in the Annual Report presented to the 
Parliament so as to fix responsibility. 

1.58 1be Committee observe that in the action plan for 1981-82 highest 
priority was to be given to collection/rdeuction of tax arrears. 'J1Ie: 
Committee however regret to observe that a~ainst the target of 55 per 
cent ot the outstanding demBDds as on 31.3.1981 to be collected or re· 
duced, the actual achievement was only 40 per cent. The Committee 
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eoD&ider. that oae of tlae important yardsti.cks of assessing the efficiency of 
the Departm.eBt is the measure of success it achieves in realization of the 
arrear demand. The Committee consider that in the context of the 
failure of the Department to a<:hieve the .action plan target, the efforts in 
this ctiredion should be intensified. 

1.59 The data given in para 1.31 would indicate that in bigger cases 
of outstanding demands over Rs. 25 lakhs, the number of cases as well 
as the amount outstanding have been going up. As on 31 March 1979 
the number of cases with outstan'!Jing demand over Rs. 25 lakbs in each 
case was 291 and the amount involved was nearly Rs. 2ll crores. As 
at the end of the year 1980-81 this number had gone up to 346 and 
the amount to nc:uly Rs. 305 crores. The statement given in Appendix 
·I .... further reveals that 58 asscssecs owed over Rs. 1 crore each to the De-
partment and the gross demand outstanding as on 31 March 1981 in these 
cases amounted to Rs. 174.11 crores. During 1981-82 thl" Department 
fS stated to have collected:rcduccd the d('mand by Rs. 92.87 crorcs, 1~.21'· 

i.ng a balance of Rs. 81.24 crores as on 31 March 1982. The Com-
mittee would like the Bom·d to get these cases scrutinized l·ery thoroughl~ 
by the Special Cell with a \iew to ensuring their early collection. 

1.60 I>uring evidence, the Committee were informed that the total 
amount pending consideration f.or writc·ofl)caling down was of the order 
of Rs. 89 crore~. The Committee were given to understand that 5 posts 
of Commissioners of Income-tax (Recovery) have been sanctioned to be 
located at Bombay, Delhi, Calcutta, Madras and Ahmedabad in order to 
provide a fiDip to the work of recovery at these places. The Committee 
have been further informed that the question of tax administration and its 
rationlizationjimprovement has been referred to Economic Administration 
Reforms Commission and that further measures to tighten up the adminis-
trative machinery in respect of recovery of taxes will be taken in the light 
of its recommendations. The Committee see no reason why the Depart· 
ment should not suo motu take necessary steps in this direction in the 
light of the various recommendations made earlier by this Committee as 
well as by several other Committees!Commissions such as the Wanchoo 
Committee and the Chokshi Committee. It is the Committee's experience 
that mere creation of additional posts does not add to the efficiency of fa't 
coUection machinery. The Committee would like to be apprised of the 
concrete steps taken and results aChieved, particularly in the towos mention-
ed above where the Department have strengthened the tax recovery adminis-
~~ . 

1.61 The demands written off during each of the years 1977-78 to 
1981-82 ra~e between Rs. 8.70 crores in 1981-82 (pro\isional figures) 
and Rs. 21.76 crores in 1978-79. The Committee were informed dwin~ 
evidence that the Board have uot devised any system '"·hereby the coo-
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cemed authorities, such as the Ministry of Commerce, Chief Coatroller of 
Imports and Exports and others concerned including the State Govern-
ments, could be informed of the tax arrears written oft against the de· 
faulters so as to ckbar them from availing of any facllties like import 
licences. The Committee were al~o informed that there was no system 
of issuing a Press Note in sll(:b cases so as to enable the public to come 
forward with information about such people or about the property still 
heldjsubsequently acquired by them. The Committee desire that neces-
sary action in the matter may be taken without delay so that not only 
the tax defaulters are debarred from deriving an~· benefits but also they 
are brought to book for false declarations. if an~. The Committee 
would further recommend that before approving the write-off proposals 
the Board should carefull)· examine whether the case has disclosed any 
defects in departmental systems and procedures or in their actual im· 
plemtentation resulting in nou-recovery of arrears. 

NEW DELHI; 

April 28, 1983 

Vaisakha 8, 1905 (S) 

SATISH AGARWAL. 
Chairman .. 

Public Accounts Committee 



APPENDIX-I 
J'IDE Para 1.37 

STATE~fE:\'T SHOWI~G THECOLLECTIO~/REDUCTIONOUTOFINCOMETAXARREAR.S ASOX31·3-198I OFRS.1 
CRORE AND ABOVE l:'IC EACH CASE 

XB. : The legend G.B. used in Col. 6 below stands for "Gone lklow Rs. 10 lakhs". The concerned dossin is not receh·ed thereafter from theCommi· 
ssioner of Income-tax. For statistical purpose the entire delll3nd is taken as collection,lrt'duction in such cases. 

Sl. Nam,e ofthe assessee 
l'\o. 

2 

Allen berry & Co. (P) Ltd. 

2 :\nsal & Saigal PropertiCII Co. 
(P) Ltd. 

3 .\nupam Charitable Trust 

4 Assam Oil Co. Ltd. 

5 A~sam Tea Corp. Ltd. 

Status 

3 

Co. 

Co. 

. AOP 

Co. 

Co. 

CIT's 
Char~r" 

4 

Delhi-Til 

Del(C)-1 

Jaipur 

Cal(C)-II 

::\ 'F.R-S hilll on g 

Gross 
demand 

outstanding 
as on 
31-3•1981 

:; 

282'34 

~30 I' 51 

103'91 

138'75 

3fil" 49 

•Figures as on 31·3-81 a~ per revised dossitt was Rs. 1 11.4n lakhs. 

Collection/ 
rt'duction 

outofs 
during 
1-4·81 to 
31-3-82 

fj 

43'79 

301.26 

'37'()4 

321'85 

(Rs. in lakbs) 

Balance 
on 31-3-82 

(5-6) 

Latest action being taken for recovery 
Source : Dossins for tht- Q.E. go-g-82 

i 8 

238• 55 Thr' demand is 'practically irrecoverable. S! 
Proposal for v.Tite off is under considera-
tion of the Board. 

o• 25 Action ufs 221 has bet'n taken. 

t 03 · 9 1 •The demand is disputed and has been 
stayed by thr- CIT. He has also reques-
tf"d the CIT( A) to dispose of the appeals 
on a priority basis. 

o 1 • 1 1 Thr- amount is disputed in appt'al pending 
bdore the !TAT. 

39' 64 The demand has been reduced to Rs. 
23.48 and is disputed in ap~l. CIT(A) 
has been requested to df'cide the appeal 
on a priority basis. 



·- -------------------------...-- -------·- ------------------------
a .1 4 5 I} 7 H 

-----. -- ------------------------~------------ ·--------------- --

6 A~sociat("d Ct"ment Gn. Ltd. 

7 Auto Pins (India) Rf'gd. 

R Bank of Baroda 

9 Rhanabhai Kalpabhai . 

1 o Bharat Ilea\·~· El('ctricals I.t d. 

t I BN. Bhattacharje(' 

12 Bihar State Financial C•>rp. 

c.:o. 

R.F. 

Co. 

Ind. 

c;,,_ 

Ind. 

Go. 

Bom-1 V 

Dd(C)-II 

Hom. III 

( ;nj(G) 

Dcl-II 

Gal(C)-III 

Bihar-I 

L~·t · 7!l C. H.; llt' 7'1) 

xn(i. 77 G.B.(IOG. 77) 

11B.fi4 o.fig 11 7-95 

:13H. C:: 14.1:4 :~23. ,u 

2181 "l ·:n3r.no: 

207. 5s 2.81 204-77 

I.W<P •:;o. :-n 

The demand has been adjusted against 
rr.fund for the asstt. year 1976-77. 
The Challan on 30-9-82 as await-
ted. 

.\lll:onwn assets of the assessee have 
hcen attached. The are abo the 
subject matter of confiscation pro-
ceedings under the SAFEM(FOPP} 
Act, 1976. The rent is beiug 
recovered and adjusted against the 
outstanding demand of the wife. 
About R.!. 47 lakhs is involved in 
p-=:nding appeals. 

Rs. 136.04- lakhs were reduced in 
the Q.E. 30-g-82, as a result 
i u the decision of some appeab 
!TAT. Rs. ~7.60 lakhs being 
r•'fund was pending for lack of 
rt:c~ipt of intimation of adjustment 
from the State Bank of India. 
Assessee is also paying instalment 
uf Rs. sooo-J per month. This is 
being revised in the light of fuaal 
demand after !TAT decision. 

t1l 
~ 



13 Brabmputra Tea Co. Ltd. (~n. WB-IV 

t + British India Crop. Ltd (~l), Kanpur 

15 Central India Machint'ry Mfg. Co. Ltd. Go:: Bom(C)·I 

16 Cbanideo Sugar Mil!• Ltd. Co. Bom-1 

17 Cbander Natb Banik .. Ind. W.B. II; 

18 City Bank N.A. (Foreign Co.) Born-III 

I35· 73 G.B. (135· 73) •• -
~74-87 1. 6r 

u~s.Br r20.3I 

lll.rnl 34·97 

261 .6!j !t.86 

305· 19 ~97-~ 

273.26 Most of the outstanding demand is 
protestive in nature. Appeal involv-
ing Rs. 66. 41 lakbs have since 
been decided and appeal ellect is 
being given praticaUy the entire 
demu.d is disputed in appeals. 

5-50 Rs. 3-57 lakb!! have since Jxoen 
paid. 

76.05 Action is being taken u/s c::a6(9) 
apinst the debtors and various 
bank accounts of tbe compa.u.y. 
:1ction for sale of company's a!!Sets 
ia also being taken. 

es8·79 Rs. 6.99 lakbs has further been 
reduced/collected till 30th &pt. 
tg&z. Rs. G:+O· aB lakba is stayed 
by the courts. Rs. 220.75 by the 
S.C. and Rs. 1953 by the Cal.H.C. 
Before the S.C. tbe legality of tbe 
search operation has been chal-
langed oy the asaessee. &fore 
H. C. the cballange is to the attach-
ment of certain properties & 
~ntal income ufs w.z6(3) of the 
I.T. Act.61. Tbemattershave not 
come up for hearin,r before the 
Q courts. 

7. 97 The amoWlt has been stayed pending 
disposal of appeal by CIT(A). 

(A 
w 



• 
19 Dalmia Dairy Industries 

•o Delhi Cloth & General 1\-lilb Co. Ltd. 

•• Ferro AlloJ'I Corp· Ltd. 

22 Gilikmans Georges. 

23 Gbaziabad Engg. Co. (P) Ltd. 

24 The Gwalior Rayon Silk Go. 1\·!fg. & 
Wvg. Co. Ltd. 

25 Haridu Mundra. 

26 Hena Chand Golecha . 

a 

Go. 

Co. 

Co. 

Ind. 

Co.· 

Co. 

Ind. 

Ind. 

3 

Delhi{C)·II 

Dtlhi-I 

Vidarbha 

Delhi-VI 

Uelhi-IV 

Bom{C)-I 

BW.-IX 

Jaipur 

5 6 7 

401.88 50.00 351.88 

153·81 153·81 

176.q 73·94 10~.!23 

1o2'81 GB.(w2· 18) .. 

102'43 102'43 

I08· 5j 45'08 63'47 

8gg·6o 8gg·6o 

207'46 o·o8 207' 33 

8 

The entire demand ofR.s. 351.88 bas 
since been reduced in appeal duriug 
the Q.E. go-6-Stz. 

The demand is disputed in appeals 
before the ITAT. Pending dici-
sion, the assessee bas been granted 
instalment at the rate of R.a. 5 lakhs 
per quarter. 

Recove:y has been stayed by the 
Bombay High Court in a writ 
petition challenging retrospective 
amendment ofSection 8o·J. 

Assessee has been dcclaredinsolvent. 
The assessee bas filed a statement 
of affairs declaring assetl at '1-iil' 
Claim has been lodged with 
Official Assignee. The Caaes of 
this Group of asseaee1 are 
being centraliaed for penuing co-
ordinated action for recovery. 

The whereabouts of the assessee a.re 
not known. Reeovery proceeding& 
against the known assets are in 
progress. 

~ 



17 Hindustan Aluminium Oorpn. Ltd. 

28 Hindustan Lever Ltd. 

29 I.B.M. World Trade Copr .. 

30 Indian Explosives Ltd. • 

31 Indian Telephone Induatries. 

32 J. Dharma Taja 

33 Jiyajeerao Cotton Mill• Ltd. 

Co. 

Co. 

(Foreign 
Co). 

Co. 

Go. 

Ind. 

Co. 

Bom{O)-I 

Bom-II 

Bom-II 

W.B.-lll 

K.am-11 

Delhi-! 

Cai(C)-I 

1:.!2' [ 1 

I 4l' 61 

8g5' 33 

724'71 

[ l' 55 

143'61 

3'ii 

187•o6 G.B. 
(t87·o6) 

7 17' I 3 

738·84 jyli· ;p 

I 10' 76 

891' s6 

724'71 

7 I 7' 13 

The entire amoWlt is disputed in 
appeals and as such stayed. Re-
quest has been made to GIT(A) 
for early disposal. 

The Wldisputed demand of R.s. 
28· 18 lakhs has been recov('rcd in 
the Q.E. 30-6-82 . For the rest 
of the disputed demand, bank 
guarantee has been executed by 

the assessee. CIT(A) has been 
requestf'd to disposf' of the aJ)pH.ls 
on a priority basis. 

(Interest of R.s. 6 ·44 lakhs has 
been charged and added with 
demand on 31-3-82) Injunction 
has been granted by the Hon'ble 
Calcutta High Court and as such 
demand notice could not be served 
on it. Steps are being taken for 
expediting the hearing of the 
writ petition. 

Action is being taken u/s :230(2) for 
fixing the liability of Panam Air 
Lines, which allegedly allowed the 
a.<~sessf'e to leave India without a 
clearance certificatf'. 

142· 33 Fordemaml ofRs. 110 lakhs demand 
notice could not be sen·ed becal.L'Ie 
of High Court Injuuction. Appeal 
for A.Y. 77•78 involving R.s. 
95' 71lakhshas~ince been decided, 
appr-al efff'ct is being given. 

at 
at 
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31- J.K. Synthetics Ltd. Oo. Delhi(C)-II 144"22 144' 22 

~5 K.S. Abdulll\ . . Ind. Bom(C)-1 124"29 . . 124'29 Assessee is involved in procrcding 
under COFEPOSA and SAFBM 
(FOP) Acts. The major amountis 
disputed in appeals. The chances 
of recovery are bleak as no tangi-
ble assets are available to be 
proceeded against. 

36 K.alindi Investmrnt Pvt. T.td. Co. Guj. I 2o8"41 I" 47 206'94 The disputed demand has been 
stayedby CIT. Requesthasbeen 
made for early disposal of appeals 
by CIT (Appeal). 

37 Kanoria ChemiC<'.ls & Industries Ltd .. Co. GalC.(II) 101" t6 48'44 52"72 The matter concerns retrosJKctive 
amendment ofSection 8o-J r.ndis aa pending with the Supreme Court. ca 

38 Karodimal Lohariwalla HUF WB-IV 147·55 .. 147•55 Potential of recovery is very Limited 
in view ofsm1.1l value ofthe assets 

• ofthe assessee . Proposd for prr-
tial write offis under consideration 
of the Board. 

39 Lakshmiji Sugar l'v[ills Co. Dclhi-1 120' 14 10 I' 70 18'44 Two of the Units are under the 
management of Central and State 
Govts. The purchaser ofthe third 
Unit has obtained stay against 
recovery of demand from the 
High Court. The demand is 

otherwise disputed in appeals befcnr 
the CIT(A). He has been re-
quested to dispose ofthe same on 
priority basis .. The High Court is 
being requested for vacation of 
the stay obtaining bank gurantee 
froDI the petitioner. 



4-0 L'.nde A.G. . Foreign Born. III i55'6 755'63 
Co. • 

41 M.M.T.C. of Indio Ltd. Co. .. 4Gg.6s 469·65 

42 M"nni L·d Gupta . . . HUF K<·.n(C) 176'24 0'49 175'85 The m~tter is pending before the 
Settlement Conunission. CIT hzs 
recently requested the Commission 
for e2rly hearing of the Settle-
ment petition. 

43 Misrimal Jain . . . . . Indl. Delhi (C)-I) q8.21 q3.21 

41- M,,di Pvt. Ltd. . . • Co, Delhi (C-1) • <J.26.26 426.36 

45 Nirlong S;nth~tic Fibre and Cbemicals 
Ltd. 

Co. Born. (C-II) 6n3.38 603.33 

46 O.·icntal Fire & (;.:neral ln~urance • DCo. Ddhi-II 291.47 291·47 
C>. L~d. 

47 Ph'>Cnix !\li Us I.' d. Co. Bo-In 121.9j 8.21 113·74 The comparw has b<·cn declared as -. - . 01 • a sick mill and the n·coYery <.f -t 
income-tax arrears has been stayed 
by. tbe Bombay High Court. ' 
Unless the Company stands up on 
its feet, changes of rec•wery of 
income-tax arrears are rather dim. 

48 Ram Nath B\joria . In(~. w.n. xi 116. 53 I 16. 53 The assessee had tra.nsf("rrcd almost 
all his properties to the memb~rs 
of his family. A suit has been 
filed before the High Cot•rt, 
<;:lalcutta by the Deptt. in 1971 to 
get the tran•fers d( dared void. 
The nnttcr is being pursued. 

4!J H... B. S 1•..::cram D t,.g 1prasad & R.F. VidMhha 3Go.8o 7. 13 353·67 The known assets of the defaulter 
F.ltechand N~rsingdlS (export) have been attached by the TRO. 
Firm, Fllm>ar. Writ pt"ti tion is kending against 

the att(mptcd sa e of a flat in 
Bombay. Some payment on pre-
rata basis has been received in 



2 3 4 5 6 i 8 

July, tg82 from tne Col1111li*'ioner 
of Payments (Ceal DvJ Calcutta 
RecoveryisalSoperStie from R.B. 
Srirams Co. Which has been 
treau'd as a c:Jeemed defa.ult~r. 

50 R.B. Shreeram, Durgaprasad (P) Ltd. Co. Vidarbha 234-2i .. 234·2i The High Court has apP<iinicd .an 
Official Liqui~a.tor . to .Pay Depart-
mental claims u/s. 178 of the I.T. 
Act. The Department's claim .has 
been registered. However 'stay 
has been_gr;;.ntedin a writ, p~tition 
by the High ,Court. The q1.1es-
tion of getting the stay vacate<' 

• is being p'tllrsued . 
(11 

R.N. Shroff, Nadiad Practicii.lly the entirt demand is 
cq 

5~ URF Guj. HI 241. &.z 55· 19 I 86.43 • irrecoverable. Assessments were 
made mostly ex parte. A partial 
write off proposal has been sent 
to the Board. 

5~ Shahibag Entrepreneurs Pvt. Ltd. Co. Guj. I 345·3' 31.32 502·99 The demand has been reduced to 
{Karam Chand Prc111 Chand Pvt Ltd.) NlL afu·r appeal effect as per th~ 

d'Jssier for the O.E. 30-g-82. 

53 Singarani Colleries Co. Ltc'. Co. A.P. -1 131·94 131.94-

54 South India Viscose Ltd. Co. ~ladras (C) 232. iB 230·55 2.23 

· S 1 1 dustrial Corpn. R.F. Ddhi (C)-I) 109.26 20,:]8 88.88 Practically the entire demand is .55 tee n i r~co,·erablc. The . assessee has 
m w:-d the settlement C Jrnmi ~sion. 
D·cision is awaited. 



~6 Swadeshi Polyt.eax Ltll. 

~ Thant i TriBt 

:JJ ·WestOn iengll Cllal tiekfi Lt.!; 

l 
t • 
J 
• 1 

TOTAL : • 

Co. Delhi (t-f) 

AOP Madras (C) 

Co. Cal (C-1) 

5i7·91 r9fl.56 379·35 

128.8o ;.So 121.00 

. 7:. G.B. } 
157· " (15'1}73 

I7flt.a8 9Q87.GI 8124.27 

The en~irf' d~mand_ts. <Jisputt'd in 
aJte~ls. and la'te(im stay agaimt 
recov~rtes has been allowed bv 
t~ Supreme 'nourt. · 

P~tically the 'f;•tf~ demand is 
Bisputed in ~.w.eAI. 

~ 
41) 



APPENDIXD 
(VIDE PARA 1. 40) 

STATEMBNT SHOWING TilE NAMES OF ASSESSEES IN WHOSE CASES ARREARS 
OVER RS. ro LAKHS WERE WRI'ITEN OFF DURING THE FINANCIAL YEARS 

1977·78 TO 1g81-lb VIS.A-VIS THE TOTAL DEMAND OUTSTANDING. 

S.No. Name of th~ Assessee 

s9'1'7""78 
1 Shri Sankalchand G. Shah, Bombay 

1 Mfs Shri Gopal Vasdev, Delhi 

3 Mfs A.R. Agarwal (P} Ltd. Kamptee Nagpur 

4 Mfs R.R. L'Ji ya Som, K.amptee 

5 Mfs Ramkrisban Ramnath (RF) 

6 M/s Ramkrishan R.4mnatb (HUF)' 

7 Late Shri Radhakrisbna Leiya 

8 Mfs Gu1 dev Singh Pakhar Singh Phagwara 

9 Shri R.P. Saba, Calcutta 

10 Shri B.P. Patel, Bombay 

1978-79 
ll Sllri Gop3l Singh Choudbry, Asansol 

1~ Sa.rva/Sbri C. B. t. Seth &: G.B.J. R.Setb Executors of Late· 
Shri R..C. Jail, Indore . . . . . . . 

13 Dealers & Company Pvt. Ltd. Calcutta • 

14 Sbri A.R. Kardar, Bombay 

15 M/a S.C. Sanyal Co., Calcutta 

16 Sbri Sbyamsundar Dhanuka, Calcutta 

17 Shri Rajesh alias Lalehand, Madr• 

18 M/• Huaaienbhoy Sons &: Co. Bombay 

19 Shri Mohammed Uaman, Bombay • 

60 

Total Amount 
demand written off 
outstanding 
Rs. Rs. 

3 + 
---·-·--·~ 

~;zs,•t-7 ,63 7 21,42,737 

19,!)2,611.1 17,56,6uz 

u,6s,ts6 10,47.'186 

~0,65,790 16,79.355 

128,ao,a r 4 25,38.~!2 

IZI ,54,779 15,'23,587 

15,73.564 12,71,77+ 

r,88,6r,ss8 r,83,6t,388 

60,53.433 55·53·433 

• ,82,6o,8t 7 I,57,6o,817 

18,tg,232 18,13,732 

t, 76,g8, 700 1,32,g8,700 

24,29,o67 ao,oo,ooo 

15,66,296 14,50,000 

11,74,037 11,7·h037 

t8,5(),lfZ3 r8,oo,ooo 

gr,88,836 124,88.SZ36 

I7,!JJ,56S r6,tB,oss 

45·3+·777 ++·34.717 



I . 

. 2o Shri B. G. Bhandari, Bombay 

21 Dhun Investora(P) Ltd., Bombay 

U Shri llurshotasn das Moda, R.aigarh 

23 Sh. Shysumsuddin Virjee, Calcutta 

24 Shamser Sterling C&ble Corpn. Ltd., Bomblay 

ll5 V.K. Menon, Calcutta ·: 

fl6 Shri Anandji Vishanji, Calcutta ·. 

27 ShriJ.K. S:traf, Bombay 

e8 Shri L:\1 Ctnnd Mah<tlcband, C<llcutta 

29 S!ni B.P. P.ttd, Bomb:ty 

30 Shri M. Maraindas, M:•.dras 

31 Burdw.1n Colliery Col. I.td., Calcutta 

32 Jete Dhemo Colliery Col. (P) Ltd., Cdcutta 

33 Sunderdaa Karsandas Calcutta 

34 Shri Srcedam Chandra Bhur, Calcutta 

35 Shri Moosa Abdulla K...ra, Sclaya . 

36 Chandichcrra Tea Co. Ltd. Cdcutt:l. 

37 MJs Mangalchand Hukumch.and, Bombay 

38 Shri Firoz lsiJ'¥1il Charania, Bombay 

39 Mjs M1mroban Corpn. India Ltd., Calcutta 

40 S!u'i B.A.. D.llal, Bomtny 

42 Reliable Traders, Boinbay 

43 Bengal Textile Agency Pvt., Ltd., Calcutta. 

44 Scanelc Coal Oo. Ltd., Cakutta 

45 Sbri Noormobmed Abdulla Kara, Salaya • 

46 Shri H.S. Rawail, Bombay 

47 Mf• DalmiaJaln Airways Ltd. & Allenberry A Co. (P) Ltd., 
Delhi • . • . • • • . • 

48 Clcvdon Tea Co. Ltd., West .Bnepl • • • • 

3 

31,79,684 

3SI,O!Z,554 

·3o,o6,o76 

17,34.543 

t.l.of.,:J6,88r 

sB,6s,g7r 

ro,8y~a6 

17,3fl,l54 

1o,g8,1l26 

25,00,000 

28,o8,112 

16,87,026 

rs,.~t6,~4 

II,O,!l072 

24,02,168 

13,61,050 

!IO,g2,267 

srG,oo,675 

!.\(),22,492 

s6,8g,ooo 

12,92,858 

r8,28,3o3 

6g,B•,s26 

5~46.9112 

57,81,040 

•,lr,o6,gs7 

ag,sg,s~ 

.s.ss,ggs 
a6,to,ooo 

4 

30,19,684 
so,OQ,554 

tt8,o6,o,S 

•7·34·5+3 
r8~7,66o 

s8,63.9'71 

w,Br,rvz6 

15·~·154 

ro,g8,1l26 

2f,OO,OCO 

23,08,tlil 

15,37,026 

13,11,242 

11)oo,ooo 

r8,8sr,roo 

11,61,050 

20,gll,267 

!25,38,675 

25,00,000 

44,00,0()0 

• Ill,~,858 

13,7•,sos 
52,36;526 
5C),oo,ooo 

49,'71 00.f0 

8g,o6,gs7 

26,59,s911 

l.f,8lh993 

16,ro,ooo 



...._ .. 
.f!· a.a&ld PrGpr M/• R.o.j.lstl>an Trcding Co. 

50' Tll&lliram &mdipr~.s:..d, Wt>st ~ngd . 

5' · Genrral l'fr..cliillC'J"Y & Elrctricd P\·t. Ltd., We-lit Bf-upl-

5•· Shotapur Spt. & Wt>::ving Milb Ltd., Bomb::.y 

53 J,B.. ·Pfll·.ni {Fir.m) Bomb;.y 

54·-&N.· Mond?J & Co, Wrst Bengd 

55 .EdiaeJl & Elactt.t<:.·.l Engii.tt tii•~: Cn. P\'t. Ltd,, West 'Bt-ngd 

:.6·1\t..I~t:. R:-.wjt-e; Bomb:!~· 

51 A~ulhus~ein·GuJ;,mally T; mb:.wdlP .. Btmtx-.y 

59. P~·Sit .I pill"· C.ol Gonet rn Ltd., Weat Bc-r.g:l.l ....... 
61 S.S;•Indu«riaa.Dttvelopment Co. I.td., Calcutta· 

S..·'Q.aawick & Co. Pvt. Ltd., Bombay 

S, :Tcbapa~a Tea Co. Ltd. 

fit,Cbuailal Mvhta.&_,Co.(P) Ltd. 

65 I.adha Singh Dedi & S'lns 

66 K. Natar:.jan, Kumarapa!ay~m 

67 Cbbajar & Co. (P} Ltd., Calcutta 

68"8yed Mll'ltafit~Syed Murta~a, Bombay 

69 G.N •. Vel\IDIII!ai,• :Madras 

70-.J.Me .M.G. ~y. Caioluta 

71 K.M. Mody, Bombay 

~·:A1a R.am Venoa,•DI!Ihi 

73 K.C. Modi, Ala~dabad 

74 E. E . .Jbirad, Iklhi 

75 M.B. !Urkar & Sons, Calcutta 

76·La&e·&.K. Pau&Baroda,· 

77 .DMbclaand SAarma .gf Raipur 

78 Anai..ai.NOOI'DIOlHiled ofCbola 

I.T. 
A.D.• 

3 

!,Jr.,ggt9(:6 

lj,95.074-' 

,s,49,n5 , 

4~.C3.529. 

28,R7 ,t:7 1 

22,05,90lt 

t3,9f,r 17 

26,5;,oro 

. 44 ,o1§.2 rfj~(; 

10,31·-474-, 

t7..-48,U.6 

16,77.503 

•7·58o484 

32,12,551 

4'•46,G4o 

Sl7 .89,636. 
lflt'77~-

. I+.Qllt7,t; 

~61,871 

35·~·867 
~-, 

···~ 4f,80,651 

18,49,~ 

25-9B;i76' 

3AI·o~-..;" 

13,17,813 

t4.116,o.u 

2!i,2S,g66 

16;(91976 

18,(9,r.51 

40,r0,( lO 

25,57lfiJ 

18,~:t,"'(.2 

1:: !f,< I~ 

21.57·,0 {1 

4 L.o(ll,f !_() 

1 o,:; J.,.; ~ 3 

tf,(( ,((0 

6g,u8,o37 

'7·50,000 

10,00,000 

41·46.640 

24,89;636 

Ht;87,sfi9 · 

, ... ,~•.756 

30.00,000 

3,5.99 • .)04 

4u,8o,651 

t8,on,fi9s 

!ZT,OO.OOO. 

uz,so,ooo 



-----------· 
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79 Hnnil Habib 

Bo T;D. Mtlt'tlly & C: '· 

fh N ·w Hll')p-~l T·~xtile Millg I.td. 

82 R.S. 1\torf" Lhl. 

llg A'l:t Ram Vt'rtna 

B4 Altmt-d D~ubbh<ti & f:r,, (Firm) 

fls I.~t r- Gttrusaranla I 

HO :\lqja C t:utmctiun C0. (P) L•d: 

87 R'\m Pr.t~ad S'nw (D.·ccasul) 

BH ~11rsingh & CIJ. I.td. 

63 

B!) R.S. Gopikishan Aggarwal (Shippt"r~) (P) I.td. 

(j•l H't'\gw.md LS l\[arhnlal 

rp 1\ji t ~·~ngl.tpta (D, Cfl..\ 

1)2 !\hnrklal :\g lrwalla 

!)j Girson Knitting \\'orh 

97 ~.ltnam Singh Sahnta 

' gfl A•ia J:lt·ct ric Co. 

9!1 1\lah<:laxmi Transport Cn.(P) Ltd. 

100 Jamalthandi Bros. 

IT 
AD 
W'T 

3 4 

10,10,492 9-95·4~ 

59.86,765 ,jO,OO,OOO 

I'Z,37 ,6B.j. 12,37,684 

3J.oH.162 1 7·93.73~ 

JJ,OO,OOil 11,00,000 

46,23.03 7 36.~~.037 

12.6,j,!)i'7 12,65.577 

tg,!! 1,505 J8.4h~7+ 

3o.sR.68q 22-9t·579 

J6, 78·533 12,75·778 

J!),18,ooo t:;.18,ooo 

•7·53· 71lt. 17,53·784 

I I • I 0,2611 9·97·76o 

35.f)2.42fi 34-·~·426 

33·67.164- 33.16,Jf4 
r<"gular (kmand 

18,53.597 16,s3,597 
J.ts,oou 1.15,000 

34·550 34·550 

13.22,2jl 13.22,271 

13,49·51 i 13,-f-9·5'7 

12.4L20j 11,41,207 

13·45·36.4- 11.32.441 

16, 14.32V 12,10,740 

14.14.270 II, l.j.St70 



S. No. Para 
No. 

I 

I. 

2 

1.47 
and 
1.48 

Ministry/ 
Department 

3 

Finance (Revenue) 

APPENDIX UI 

(Vide Introduction) 

CONCLUSIONS! RECOMMENDATIONS 

Recommendation:; 

4 

The assessee in the case referred to in the Audit Paragraph under ex· 
amination is the late Raja Bahadur Kamakhya Narain Singh. This is per-
hap:; a unique case in the annals of tax administration where the assessee 
managed to drag on the assessment proceedings for as many as 23 years 
i.e., from 1947-48 til lhis death in May 1970. In the meantime, the 
assessee alienated all his assets which included 5 house properties, shares 
in limited companies, bank deposits etc. and the Department could do 
nothing to stop him from doing so. As a result. income-tax demand 
to the tune of Rs . 1 . 85 crores due from the a-:;scssee for the assessment 
year 1947-48 to 1952-53 and 1967-68 to 1973-74 remained lDlrealised. 
Of this, a sum of Rs . 1 . 40 crorcs was ultimately written off by Govern-
ment in July, 1980. 

The assessee involved the department in litigation mostly on the 
question of jurisdiction. From the information made available, the Com-
mittee find that the jurisdiction of the Incornetax Officer in his case was 

~ 

"'"' 



2. 1.49 do. 

changed nearly ten times between 194 7 and 1966 among the Income-tax 
Officers, Hazaribagb, Special Circle, Patna, Special Orcle, Ranchi, Central 
Circle, Calcutta and District II, Calcutta. There is evidence to suggest 
that quite often the transfer orders were made thoughtlessly. Thus, in 
1952 the Central Board of Direct Taxes transferred the case from Ranchi 
to Central Circle, Calcutta even when they had no powers to do 6o undet 
the Income Tax Act, 1922. The order of transfer was quashed by the 
Supreme Court on 20 March, 1956. In December, 1964 the Board trans-
ferred the case from Hazaribagh to District II, Calcutta. The order of 
transfer had to be cancelled as the Commissioner of Income-tax had 
earlier (September 1964) transferred the case from Hazaribagh to Ranchi. 
The Committee cannot but observe that the department and the Board 
were responsible to a considerable extent for the mess in which they found 
themselves in this case. 

The Committee further observe that before the death of the assessee on 
6 May, 1970 only one assessment, i.e., for the year 1947-48 could be 
completed and dem'and raised . The Mini•:;try have stated that the assess-
ment for the assessment year 1947-48 was re-assessed under Section 34 
of the old Act on 2 March, 1957. The demand as per this assessment 
was Rs. 9. 52 lakhs on a total income of Rs. 24.45 lakhs. The 
Ministry have also stated that the Patna High Court had upheld the re-
assessment in May 1973. The Committee however find that the amount 

' adopted in the write-off proposals was only Rs. 3 . 31 lakbs which was 
the amount raised in the original assa;sment made in January 195~. The 
Committee would like to be apprised of the reasons for this discrepancy. 

CP) 
C.1l 
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3· I .50 Financr (Rrvrnw·) 

4· 1..)1 do. 

3 
---------------------

4 

Vle Comm~ttee find that bulk of th~ dem~nd amounting to nearly Rs. 
1 . 5. crore& was raised by the ~partment <;turing 1948-49 to 1951-52. ~':'. 
1 tsp!Ct of the d,emand of n~arly Rs. 8 7 Jakhs for the asse~'.i~ent year 
1948-49, the assessee Jo~t ~fm:e tbe SJ.~·b-Judge as weU as the ~igh Court 
and went in appeal before the Supreq1e CoUJ;t. As per a compromise 
~rti~~d ~t by the Department with the asseS&~e, the Supr~~e C<;>~r~ · s~ 
~ide the ass~ssrp.ent order for the years 1948-4,9 to 1959-51 h~ding that 
the proceej:)jQBS fqr these year,s were properly pen.~ing }?efore I.T.c;>. Hapri:': 
baghr Su,bsequeJ?.tly, the asses.:;~ managed to stall the proceedings; firsf by 
filing a writ petition in the Patna High Court and then a title suit. It iS 
am~g that the Department, having won the case in the lower court and 
in the High ~ourt, should have a,gr~ed to a compromise with. t~e asse~~· 
The C<>mmittee would like the Ministry to exa·inine tm:. matter a'nc:l 
apP,rise the Com}l1ittee of the fi~dings. . . . . · .. 

During the yearn 194 7-48 to 1952-53, additions of Rs. 59 lakbs and 
Rs. 34 . 2 7 Jakhs were made o0 acco~nt of royalty in~mes of ·~~mj.· 
compan,ies and unexpJained bank dep~i~·:;. The Committee coU!Jd, get no 
satisfactory answers to the questions, (a) what was the basis of tJi~se iar~ 
additions, (b) were royalty incomes as~ssed in the h~nds of th~ ~:
panics and did they pay any taxes thereon, and (c) what h~ppen~d to t~ 
b~ deposits? 

It is amazing that the ijoard should have processed write off proposals 
of this magnitude without finding out the answers to these crucial ~ 
tions. The Committee recommend that these matters should be gone ~~ 
even now with the seriousness that they deserve so as to fix responsibility. 

~ a.. 
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6. 

7· 

1..)2 

I • .')3 
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~e rommit~ note with ~JAaY tf'\a~ ~~~h as~~~~s in, ~e f~C 
W-~~~. 'made after nearly 13, y~. aJ¥l 7 y~rs after ~~ . ~~th 9i tb~ 
~sessee . Even though ~~ ti~ su~ts w~r~ withdrawn "Y t~ ~~~~·~ 
r~resen,t,ative in Marc.b, 19;7.3. it t()()~ o~e.r 4 y~rs for tbe ~~~ 
t~ tiJ:taUse tb~ assessnJ.¥Dts . The, (:orw:n~tcw wouk.f li.~~ ti:JF ~ea~~ · (9r 
t~\s ioo~di~~ delay to be in~~tig~ tllorouply · "':~ ~ yiew to ¥x~. 
re.s~~ibility ~d o~yicWJ;tg S\,JCh situation.s i(l f-..tur~. . .. . ' . . . . 

The ror:t:m:aitte~ furth~r note w,i~h, re~~~t th~~ ~~~ tho~"~ th~ W~~-t"· 
tax Act had come into force in May 1957, the Department did not pro-
ce~~ agail)st th~ asse~e iiJ, t~e ll)atter ~n~ "no 'Ye~~ tax assessment was 
mra.,d~". ~~ (:'~~m.i,tt~ W,O]Jt]d li~~ to ~?.?W 'Yb~ther th~ q't~stirWJ o,f 
~':J.fOiciQ& t~.~ Iia.,,ili\y ~:fl.~e~ tb,e W~al.th~t~x A~~ w:a~ ev~r exam.iue~. ap~ 
if fl.Ot~ ~b.o W3.S resp:ons.i9~.~ f~.~ t];y~ seriQl:J.~ la~.~ . £I 

I~ p~ras 5-15 of th,ei~ 79tb ~eport (Sixth Lo~ S;abha)~ t~ ~bli~ J\c-
COW)ts roD;l.Qlitt;e I\~ taken n9l~ <>( ~e stateme.nt of, t}J~ A:fi~ o{ 
Fina(lc~ tb_at .. with eJfect from 1.4.1974 tile ~ork of ~\l~ryi~~ of ~
c~ve.ry of ar~e~us e~cee<l;ing ~s. 10 lakJJ~ in e~~~ c~ Wt-.~ ~ ~~ 
to th~ Ce.ntral Soard of Dir~t Ta~~.s itself. \V~~~~ expla,iqing ~e na.\W"e 
o~ thffl "superyisi90", the Min~~try ba,d explain~~. " · ........ su~i-
sio~ is exerds~ in two ways. O.ne is, we get q~:~arterly do~si¥J:s. ~
con{jlly, wbeneve.r Members of t.Qe Board g9 to tl,.~~ rcrspective 'admiW~

trative zo~, they di~cu~s these cas~s-wher~ the ~mal\d ex~eed~ ~s. 10 
Jakhs-with the respective Commissioners and make an on-'the-spot apprais.C'l 
whether the authorities concerned are taking necessary steps. trom' time 
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to time. The Finance Secretary had added during evidence before tile 
Committe, that the crux of this supervision was developing a good infor·· 
mation system so that ...... the Board is fully informed as to what is 
being done. TbeGe statements are intended to ensure that while we have 
delegated executive powers to the officers we are not kept in the dark. 
Everything important is brought to the specific notice of the Board and to 
the Member of the Board who is able to watch the progress and issue 
directions, pull up people where necessary .•. " The Ministry had also 
informed the- Committee that a special Cell had been set up in tbe Board 
to obtain comprehensive information regarding year-wise arrear demand, 
freGh demands created during the quarter, collection in cash or by adjust- : 
ment, reduction on account of appellate orders or other revisionary action -
and steps taken for realization of these demands, so as to keep the tax 
dossiers in these bigger cao;;es complete and uptodate. 

The Committee observe that in the case examined by them the arrear; 
amounted to Rs. 1.85 crores. Apparently, it was one of the bigger cases 
and should have been subjected to close superviCiion by the Board. How-
ever, the Committee find that in respect of some of the items of the ad· 
vance questionnaire seeking detailed particulars of assessments and re-
covery of taxes the Ministry informed the Committee that the requisite 
information was not available and had been called for from .fhe Commis-
iioner of Income Tax concerned. The requisite information was fur-
nifihed to the Committee in piecemeal fashion by September 1982 i.e.: 
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3 months after the questionnaire was forwarded . The inference . is 
obvious that the Board did not have any details of this case till it was 
taken up by the Committee for examination and that the so-called 'suoer-
\ision, was on paper only. The Committee have a strong feelin~ on tbe 
basis of their examination of this case that such lukewarm respon~e of tbe 
Central Board of Direct Taxes itself to the Committee's repealed ex-
hortations for speedier collection of taxes is responsible in good measure 
for the arrears of tax continuously going up. The Comm:Hee strongly 
recommend that Government should take effective measures to tone 
up the functioning of the CBDT so that the tax arrears in big~er ca5ee 
do not get accumulated as it ultimately goes to increase the tax burden of 
!he poor tax payers . 

The Committee have been repeatedly emphasising the need for cUTbing ~ 
the tendency on the part of ITOs to grant adjournments freely and some-
times on flimsy grounds. In para 4. 9 of their 34th Rep:-,t (198(}-iH) 
7th Lok Sabha, the Committee observed as under: 

"The Committee find, that inspite of specific instructi<.•;;-,s tssued by 
the Board, the assessing officers continue to 3rljoum bigh 
income group cases without compelling reasons. U wa6 c~n
ceded during evidence that to a certain extent, the I. T. Os 
are to blame for unnecessary adjournments. The Committee 
recommend that some sample studies shouicl be condu'Ctea. in 
this regard and based on the result5 of the study public In-
structions be issued to the assessing offic~rs , 
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This would also allay the misgiving in public mind that frequent 
adjournments :ue granted for extraneous reasO'"'~. Again ·in 
para 2. 21 of their 38th Report ( 1980-81) 7th L· :k Sabha, the 
Committee observed as under:-

The Committee find it strange that the case was ali-'-Jted to Iin~~r 
on for such an inordinately long time on account of non co-
operation. on the part of the assessee. The Co'DDlittee see 
no reason why the a55essee ~hould bave been allowed ::s 
many. as 15 adjournments and why e•rte asses·~ments c:ouJL1 

not be made. The Comnlittee consider that it ~s omy o1l 
account of the in explicably soh attitude of _th~ 17'come-tax 
aolh6rities that the case lingered on for ye~rs anJ the a~essee 
connn~d to avoid his tax liability ......•. 

~ i'DStant case is an extreme example of "thfs Siur.e teiideticV. Frdtii 
I ne information made awihible, tbe Committee ~nd :h'at •';e ITOs V/ete 
ektretDety liberal in granting ad"JOumments to tbe assessee. N~WO\is 
adJdtimmetJfs were given on gioonds of non-co~e atid so mfty 
more were given by I.T.Os on their own. It wo·utd thus, ap~ear tbat tift 
jeJ'Iartmental machinery was so much over-awe'd by rt\e a'·~•~3ger. that i! 
abriest g6t petrified in its tracks. The Cot1lmittee would reiterate t'hat 
this aspe·ct of working of the Income-tax departmdt need~ •o oe ~a1en 
-serrous note of by Govemulertt if the admintStriltion of direct taxes is lb 

..!i 
Q 
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be streamlined and also harassment to the assessee-:; :1·1oided. The cases 
should be adjourned only when there are valid and strong grmmds for 
doing so. This aspect should ·be taken into consideration while making 
an assc-3sment of the performance of the officer. 

The gross arrears of tax outstbnding on 31st March, 1981 was Rs. 
1,112.89 crores as against Rs. 1,011.85 crores as on 31-3-1980, i.~. 
an increase of over Rs. 101 crores. In their Annual K.eport fl)f ,'()st-82, 
the Ministry of Finance claimed 'significant' collection!reduction on 
arrears during the financia'i yrar 1980-81 and stated tl-tat the artl!ars had 
nevertheless gone up m:1inly because of the current deril:Hld r~rilairiing 
unpaid. 

According to the figures given by ihe Ministry nf FinJr,rfe IOr the 
Audit Report 1978-79, 1919-80 and 1 ~J80-81, however. it is 1idt ·only the 
arrears of the current demand that h~ve gone up; .. arrears of ilrr~ 
demand have also gone up from Rs. 574 crores (1918-79) 1., R.s. 'o23 
crores ( 1979-80) arid Rs. 651 crore-:; (198{}-;81) . The Commrttec recoin· 
mend that the Ministry of Finance should investigate how an erroneotls 
'·tatement came to be made in the Annual Report presented to th, Parlia-
ment so as to fix responsibility. 

The Committee observe that in the action plan for 1981-~2 hig~t 

priority was to be given to collection I reduction of tax arrears. The 
Committee however regret to observe that against the target of 55 per ce~t 
of the out>".itanding demands as on 31 _ 3. 1981 to be collected or reduced. 
the actual achievement was only 40 per cent_ The Commiflee consider 

------- ------ -- ----- -·--------------------- --- --·-----· ---------------
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that one of the important yardsticks of assessing the efficiency of the 
Department is the measure of success it achieves in realization of the 
arrear demand. The Committee consider that in the con~xt of the 
failure of the Department to achieve the action plan target, the 
efforts in this direction should be intensified. 

The data given in para l . 31 would indicate that in bigger caseS of 
outstanding demands over Rs. 25 lakhs, the number of cases as well 
as the amount outstanding have been going up. As on 31 March, 1979 
the number of cases with outstanding demand over Rs. 25 lakhs in each 
case was 291 and the amount involved was nearly Rs. 211 crores. As 
at the end of the year 1980-81 this number had gone up to 346 and the 
amount to nearly Rs . 305 crores . The statement given in Appendix I 
further reveals that 58 assessee'3 owed over Rs. 1 crore each to _the De-
partment and the gross demand oututanding as on 31 March, 1981 in these 
cases amounted to Rs. 174.11 crores. During 1981-82 the Department 
is stated to have collected I reduced the demand by Rs. 92.87 crores, leav-
ing a balance of Rs. 81.24 crores as on 31 March 1982. The Com-

' mittee would like the Board to get these cases scrutinized very thorough-
Jy by the Special Cell with a view to ensuring their early collectian. 

During evidence, the Committee were informed that the total amount 
pending consideration for writc-offlscaling down was of the order of Rs. 
89 crore s . The Committee were given to understand that 5 posts of 
Commiss ~oners of Income· tax (Recovery) have been sanctioned to be lo-

~ 
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cated at Bombay, Delhi, Calcutta, Madras and Ahmedabad in order to 
provide a fillip to the work of recovery at these places. The Committee 
have bet. n further informed that the question of tax administration and 
its rationalization/improvement htts been referred to Economic Administ:ra-
tion Refvrms Commission and that furthe;: measures to tighten up the 
admi·nistrative machinery in respect of recovery of taxes will ,be taken in 
the light of its recommendations. The Committee see no reason why 
the Department should not suo motu take necessary steps in this direction 
in the light of the various recommendations made earlier by this Com-
mittee &s well as by several other Committees;Commissions such as the 
Wanchoo Committee and the Chokshi Committee. It is the Committee's 
experience that mere creation of additional posts doa) not add to the 
efficiency of tax collection machinery. The Committee would like to be 
appraised of the concrete steps taken and results achieved, particularly in 
the towns mentioned above where the Department have strengthened the 
tax recovery administration . 

The demands written off during each of the years 1977-78 to 1981-82 
range between Rs. 8. 70 crores i·., 1981-82 (provisional figures) and Rs. 
21 . 76 crores in 1978-79. The Committee were informed during evi· 
dence that the Board have not devised any ·.;ystem whereby the concerned 
authorities, such as the Ministrv of Commerce, Chief Controller of lor 
porto; and Exports and others concerned induding the State Governments, 
could be informed of the tax arrears written off against the defaulters so 
as to debar them from availing of any facilities like import licences. 
The Committee were also informed that there was no 5ystem of issuing a 

-.3 w 
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Press Note in such cases so as to enable the public to come forward with 
information about soch people or about the property still heldlsubse-
quently acqtJtired by them. The Committee desire that necessary 
action in the matter may be taken without delay so that not only the tax 
defaulters are debarred from deriving any benefit·.; but also they are 
brought to book for false declarations, if any. The Committee would 
further recommend that before approving the write-off proposals the Board 
should carefully examine whether the case has disclosed any defects in 
departmental systems and procedures or in their actual implementation 
resulting in non-recovery of arrears. 

_., 
~ 
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