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Tax Arrears

3465. SHRI  PRADYUMNA  BAL: 
Will the DEPUTY  PRIME MINIS­
TER AND MINISTER OF FINANCE 
be pleased to state:

(a) whether it ig a fact that  the 
tax arrears are growing and with it 
the burden of taxes on the people is 
also growing;

(b) the gross arrears  ot Corpora­
tion Tax, Income Tax, Interest and 
penalty ot the end ot 1972-78 and on 
December 31, 1978;

(c) the reasons lor this high In­
crease and the steps taken to recover 
the arrears ot tax; and

(d) whether any action has been 
taken or proposed to be taken against 
the defaulters?

THE MINISTER  OF  STATE  IN 
THE  MINISTRY  OF  FINANCE 
(SHRi  ZULFIQUARULLAH):  (a)
to (c).  The arrears ot Corporation 
tax, Income-tax, Interest and penalty 
outstanding as on 31st March, 1973 
and as on 31st December, 1978 are as 
under:—

(In crores of R».)

Tax in arrears..................................................

Demands created but not fallen due for collec­
tion ......................................................................

As on 31-3-73 

483*10 

306-93

As on 31-12-78 
(Provisional)

730*06

*9** *4

The phenomenon of tax arrears is 
a continuing one.  Even though the 
tax outstanding at the beginning of 
the financial year is collected/reduc­
ed to a sizeable extent by the year 
end, arrears again go up mainly be­
cause a part of the fresh tax  de­
mand raised during the course of the 
year (on completion of regular assess­
ment, etc.) is not fully collected by 
the year end and, therefore becomes 
fresh arrears of tax at the end of the 
year. With higher collection of Cor­
poration tax and Income-tax  larger 
HomnwriB are raised on the basis of 
completed assessments.  If  arrears 
are compared with reference to the 
collection of the concerned financial 
year, it will be  noticed  that  the 
arrears as a percentage of collection 
have  declined.  During  the year 
1972-73 the collection of Income-tax 
and Corporation tax were Rs. 1187.79 
crores and therefore tax arrears a« oa

3lst March, 1973  came to 40.67  per 
cent of the  collection. During the 
year 1976-79 such collection are ex­
pected to be of the order of Rs. 24751 
crores and the tax in arrears as on 
31-12-78 would amount to 29.50 per 
cent of such expected collection.

The total demand  of  Income-tax 
(including  Corporation  tax)  raised 
during the financial year 1972-73 was 
only Rs. 869.10 crores whereas  the 
total ot such demand raised during 
the financial  year  1977-78  were 
Rs. 1593.08 crores i.e.  an  aggre­
gate  increase of Rs. 703.98 crores as 
compared to 1972-73.  During  the 
year 1978-79, upto  31st December, 
1978 an aggregate demand Of Rs. 
1065.40 crores (Provisional) has been 
raised.

At any point ot time some It* 
demand  will  always  remain  iat 
arrears.
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Th«  potential  recovery out of tax 
arrears is always taken into account 
in framing the budget and it would 
not be correct to say that  the  in­
crease In tax rates is related to the 
increase in tax arrears.

Some of the steps taken  recently 
for reduction of tax arrears are given 
in the statement annexed.

(d)  The Income-tax Act, 1961 pro­
vides for several steps for enforcing 
collection and recovery of tax arrears 
such as levy of penalty,  attachment 
of monies due to the defaulter,  dis­
traint and sale of movable property, 
attachment and sale  of  immovable 
property, etc.  Depending upon  the 
facts and circumstances of each case, 
suitable  steps  are  taken  by  the 
Income-tax authorities concerned for 
recovery of tax arrears.

Statement

Scone of the important steps taken 
recently to reduce the tax arrears and 
to recover  those long over-due are 
given below:—

(i)  The problem of reducing  the 
tax arrears was discussed in detail at 
the conference of the Commissioners 
of Income-tax held in May 1978 and 
comprehensive instructions were issu­
ed in June 1978 which, inter alia, sti­
pulated as under:—

(a) Target  of  collection/reduc­
tion out of arrear  demand  was 
placed at 55 per  cent and out of 
current demand at 90 per cent with 
the alternative target of overall re­
duction of 25 per cent of the total 
of tax in arrears and the demand 
not  doe lor collection to be
carried forward on 1-4-70 compared 
to that brought forward on 1-4-79.

(b) The Annual Action Plan for
1976-79 was so  designed as to en­
able the deployment of some man­
power tram the assessment work to 
the relating to  reduction  of tax 
arrears.

<c) One ITO in each  Commis- 
MemfM charge was required to  be

exclusively assigned the duties  of 
assisting the Consmisaioner of Income* 
tax in  supervising  the recovery 
work.

(d) Each ITO was required to set 
apart one or two days in a week or
one week in a month to exclusively 
deal with the collection/reduction of 
tax arrears.

(e) The Special Squads were re­
quired to be set up for attending to 
various items  of work  connected 
with the reduction of tax arrears.

(ii)' The  Member of  the  Board' 
in charge of reduction of tax arrears, 
visited various Commissioners charges 
and held discussions for stepping uj> 
the efforts to reduce the tax  arrears. 
The defects noticed by him  during 
inspection were brought to the notice 
of the Commissioners  for taking re­
medial action.

(iii) A monthly  telegraphic report 
to monitor the progress in achieving 
the targets of collection/reduction of 
tax arrears has been  prescribed and 
the necessary follow up action is being; 
taken  on the basis of such reports.

(iv) Commissioners of Income-tax’ 
(Appeals) have been requested indlvi* 
dually to dispose of the appeals involv­
ing large arrears of tax on a priority 
basis.

(v) A list of appeals pending with 
the Income-tax Tribunals  involving! 
high demands was sent to the Ministry 
of Law which  has since  been for­
warded to the resident of the Income- 
tax Appellate Tribunal  for  request­
ing various  benches to take up such 
appeals for  disposal  on a priority 
basis.

(vi) The Commissioners of Income- 
tax have been requested to meet the 
Chief Justices of various High Courts 
for early hoaxing of references/writ* 
in cases involving common points and 
where payment of tax has been stayed 
by the High Courts.

«.r,t
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(vii) A tUractor  fcf Recovery  has 
been appointed with necessary staff to 
assist the Member (Revenue & Audit) 
of the Board in supervising the pro­
gress of reduction  of  tax arrears 
particularly  in bigger cases involv­
ing tax arrears exceeding Rs. 10 lakhs 
in each case.

(viii) In some cases  acknowledge­
ments of tax arrears transferred from 
one  Commissioners’s  charge to an­
other were not received by the trans­
ferring Commissioners with the result 
sudh arrears were being shown at two 
places. The cases have been identified 
and the  despatch  of  acknowledge* 
ments in such cases is being expedited 
in order to reduce the arrears.

(ix) A  simplified  procedure  for 
giving credit for payment  of taxes 
where  the receipted  foils of  the 
challan i$ not available  has  been 
finalised in order  to give credit ex­
peditiously in such cases and to re­
duce the tax arrears*

(x) In order to remove  the dead 
wood from the registers Of the depart­
ment, the Commissioners have  been 
requested to expedite write off of tax 
arrears in old cases where the demand 
is found to be Irrecoverable. The pro­
gress of write off of irrecoverable de­
mand is being watched by the Board 
and necessary instructions  issued to 
the Commissioners of Income-tax from 
time to time.

(xi) A Tax Arrears Clearance Fort­
night was organised from  1st Febru­
ary, 1979 to 15th February, 1979  in 
order to reduce the tax  arrears by 
adjusting tax payments already made, 
giving  effect  to  appellate/revision 
orders, disposing of pending  applica­
tions for  re-opening  the  ex-parte 
assessments, and for rectifications and 
Issuing the challans, wherever requir­
ed, for the net tax demand.
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