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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Cbmmittee, do present on their behalf this Seventy-Ninth 
Report of the Public Accounts Committee (Sixth Lok Sabha) on 
paragraph 6 of the Report of the Comptroller and Auditor Ge~Sra l  
of India for the year 1975-76, Union Government (Civil), Revenue 
Heceipts, Volume 11, Direct Taxes, relating to Arrears of Tax 
Demands. 

2. The Report of the Comptroller and Auditor General of India 
for the year 19'75-76, Union Government (Civil), Revenue Receipts, 
Volume 11, Direct Taxes, was laid on the Table of the House on 
13 June, 1977. The Public Accounts Committee (1977-78) examined 
the paragraph relating to Arrears of Tax Demands at their sittings 
held on 30 and 31 January and 4 February, 1978. The Public 
Accounts Committee (1977-78) considered and finalised this Report 
at  theit sitting held on 26 April, 1978. The Minutes of the 
sittings form part 11* of the Report. 

3. A statement containing conclusions recommendations of the 
Committee is appended to this Report (Appendix V) .  For facility 
of reference these have been printed in thick type in the body of 
the Report. 

4. The Committee place on record their appreciation of the 
assistance rendered to them in the examination of these paragraphs 
by the Comptroller and Auditor General of India. 

5. 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. 

April 27, 19'78 
--- .. -- .. - 
Vaisakha 7, 1900 (S) 

C. M. STEPHEN 
C.lhcri-n, 

Pub1 ic Accounts Committee. 

'Not printrd. One c)rclortylcd co y laid on thr Table of the H o w  nnd fivc cyclortyle 
copin p l d  in P u l i m a t  fhrwy. 



ARREARS OF TAX DEMANDS 

Audit Paragraph 
(a) Corporation Tax and I--tax 

(i) The total demand of tax raised and remaining uncollected 
as on 31st March, 1976 was Rs. 782.73 cmres. This did not include 
RE. 211.06 crores, the collection of which had not fallen due on that 
date. 

(ii) The figures of Corporation Tax, Income-tax, interest and 
penalty comprised in the gross arrears of Rs. 993.79 croreE and the 
years to which they relate are shown below:- 

Co ration Incontc Interest Pcnalt) l'ula: 'EL tax in croro <tf rupva : 
- -- - - -. - - - -- - - - .- - 

Arrrua of I 964-65 and rarlirr v r v r  10.53 3 j 6; 2 93 4 62 53 73 

(iii) The table below shows the number of assessees from whom 
grinm arrears of h. 995.79 crates are due:- 

O v a  Rs. I lath uptu Rs. 5 lakhm in eacb - .  . ;.166 irtr yo 

Over RI. lo bthr upm &.a5 LUU in ach a . . . 
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(iv) Tax demand certified to Tax Recovery Ofllcers and State 
Government officers for recovery and its year-wise particulars to 
the end of 1975-76 are as under: 

Demand Certified 

At the During Total Demand Balance 
beginning the year rccovercd 
of the year 

(in croro of rupm) 

(v) Demands of income-tax (including Corporation Tax) stay- 
ed as on 31 March, 1976 on account of appeals and revision petitions 
were as under: 

(In croro of r u m )  
-----..-- - - -- 

la) By courts . . . . . .  32.87 

(b! Bv lncomr-tax authoritirs: 

(i) Pending dirpoaal of appeal:, etc. l i n d u d h  amounts 
under protective arrarments) . 94' 53 

(iii) For otber reasons . . . . 10.47 

- . ~ - __.I__ __ 



(vi) Arrears of Surtax Demands outstanding as on 31 March, 
1976 were as follows: 

Relating to demand3 raised in Amount outstanding 
(in lakhs of rupea) 

(vii) The following table shows the position of Annuity Deposits 
for the last three years: 

As on A s o n  A s o n  
:; 1st hlarch 31st March 3 1st March 

'974 1975 1976 
- -- . . . -.-- 

(in lakhs of rupms\ 

(i)  Arrcan out of Advance Annuit! D r p s i t v  :pz. 86 257.67 0 . 7 ?  

( i i )  Arrcan out o f  self and provisional Annuity 
Drpo3it.q 53.85 41.61 3' 07 

(b )  Other Direct Taxes (i.e. Wealth-tax, Gift-* and Estate 
Duty 1 

( i )  The following table shows the year-wise arrears of demands 
outstanding and the number of cases thereto under the three other 



direct taxes, i.e. wealth-tax, gift tax., and estate duty as on 31st 
March, 1976: - 

(In laklls of rupra) 

Wealth-tax Gift-tax Fatatc. Duty -- --- 
Number Amount Numbcr Amount Number Amount 
of caws Ks. of c a m  Rs. of cases Rs. 

(ii) Demands of taxiduty stayed on appeals and revision peti- 
tions for Wealth-tax, Gift-tax and Estate Duty as on 31st March, 
1976 were as under: 

(in laklu of rupra) 
-- - -- 

a -  ( ~ r f t -  Estacr 
1 nx tax Duty 

- - - - - - -- - - -- -- 

(a) By Courts . . . 184.40 4.52 28.78 

(b) By Wealth-taxlGift tax /Estate Duty authoritin 

(i) Pending disposal of appeals etc. (including amounts 
under protective aas*ismcnts) . . 357.33 51-87 225.09 

(ii) Pending dirposal of xttlmnent petitions . 13-62 . .  o- 58 

(iii) For other reasons . 115.96 5 . 1 7  I I I-WJ 

[Paragraph 6 of the Report of the Comptroller and Auditor 
General of India for the year 1975-76, Union Government (Civil), 
Revenue Receipts, Volume 11, Direct Taxes] 

MODES OF COLLECTION OF TAX 

2. Income-tax is charged under section 4 of the Income-tax Act, 
1961, in respect of the total income of the previous year(s) of every 
person at the rate(s) provided in the Finance Act (s). Tax is 



collected before assessment and also on regular assessment. Pre- 
assessment collection of tax is done by way of deduction of tax at 
source, advance tax and tax on self-assessment. Section 140A, as 
amended from 1-476 provides that where any tax is payable on 
the basis of any return required to be furnished under section 139 
or Section 148, the assessee is liable to pay such tax before fur- 
nishing the return and the return should be accompanied by proof 
of payment of such tax. In short, the methods of collection laid 
down in the Income-tax Act, 1961 are:- 

(i) Deduction of Tax at source 

(ii) Advance payment of tax 

(iii) Payment of tax on the basis of self-assessment; and 

(iv) Payment of tax on the basis of regular assessment. 

CONSEQUENCES OF NON-PAYMENT 

3. Section 156 of the Income-tax Act, 1961 provides that when 
any tax, interest, penalty, fine or any sum is payable in consequence 
of any order passed under the Act, a notice of demand in the pres- 
cribed form shall be served upon the assessee by the Income-tax 
Officer. Under Section 220 any amount (otherwise than by way of 
advance tax),  specified as payable in the notice of demand is pay- 
able within 35 days of the service of the notice. If the amount is 
not paid within that period, the assessee is deemed to be in default 
and is liable to pay simple interest at  12 per cent per annum. 
Further, Section 221 provides that when an assessee is in default 
in making payment of tax he shall in addition to the amount of 
the arrears and the amount of interest. be liable, by way of penalty. 
to pay such amount as the I.T.O. may direct, so however, that the 
total amount of penalty does not exceed the amount of tax in 
arrears. Under Section 222, the I.T.O. would in the case of an 
assessee in default also issue a certificate of recovery to the Tax 
Recovery OtRcer for the recovery of the demand by attachment and 
sale of the assessee's movable or immovable property, asset of the 
assessee and his detention in prison, appointing a receiver for the 
management of the assessee's movable and immovable properties 
etc. Provision is also made in Section 226 about other modes of 
recwery e.g. in the case of income-tax chargeable under the 
head "Salaries*', by requiring the drawing officer to deduct 
arrears of tax from the assessee's dues, requiring any person from 
whom money is due or may become due to the assessee to make 
payment to the Income-tax Omcer etc. 



4. Under Section 227, recovery of tax in any case may be en- 
trusted to a State Government also. 

A. SUPERVISORY RESPONSIBILITY OF RECOVERY 
OF ARREARS 

5. I t  was decided that, from 1 April, 1973, the Central Board of 
Direct Taxes would watch the recovery of taxes in all cases where 
arrears of Income-tax exceeded Rs. 10 lakhs. The work of super- 
vision of recovery of arrears of taxes was acosrdingly allocated as 
under: 

(i) Arrean exceeding Rs. r lakhg but below Rs. 5 lakhs . Cornmissioncr of Incorn-tax 

(ii) Arrears excccding Rs. 5 laklls but Iwlmv Rs. l o  
lakhs . IXrrctor of Insprtion (RS&P) 

(iii) hrrrars ahow Rs. lo lakhs in ?acli caw . Crntral I h r d  of Dirwt 'I'axrs. 

The work of supervision of the recovery of taxes, was re- 
allocated with effect from 1-41974 as under: 

(i) -4rrears rxcceding Rs. i lakh but below Rq. lo 
lakhs in each caqe . Cnmrnimionrr of Incomr-ta x 

(ii) Arrears excerxiinq Rs. lo lakhs in rach caw . Crntral Krartl o f  Dircrl 'Taxrs. 

6. Clarifying the responsibility of Central Board of Direct Taxes 
in regard to cases beyond a certain limit, the Secretary. Ministrv 
of Finance, stated in evidence: 

"When we say that the Board is responsible for those cases. 
it is not as if the Members of the Board are directly 
administering collection of arrears. They have the res- 
posibility $31- monitoring and watching of those cases." 

7. The Committee pointed out that the responsibility of the 
Board had sometimes been said to be to "supervise" and at others 
to "watch" or to "ensure". Asked what was the exact connotation 
of these terms or whether these terms meant the same thing, the 
representative of the Department replied in evidence: 

"The span of control exercised by the Board on these bigger 
cases has been enlarged. Earlier it was over Rs. 25 lakhs; 
now it is over Rs. 10 lakhs, . . . . . .the statutory responsi- 
bility and the direct responsibility for taking action under 
the various sections of the law rests solely and squarely 



on the ITO. The supervisory officers are there to exer- 
cise, general supervision and that supervision is exercised 
in two ways. One is, we get quarterly dossiers. Secondly, 
whenever members of the Board g~ to their respective 
administrative zones, they discuss these cases where the 
demands exceed Rs. 10 lakhs with the respective Commis- 
sioners and make an on the spot appraisal whether the 
authorities concerned are taking necessary steps from time 
to time." 

8. The Finance Secretary added: 

"There is a total and overall responsibility of the Ministry of 
Finance starting from the Finance Minister. After all the 
Finance Minister himself in that sense is generally res- 
ponsible fix the due implementation of the laws made and 
for the collection of arrears. The Finance Minister is res- 
ponsible in the sense that he is answerable to Parliament. 
In that sense the overall political and highest executive 
responsibility lies with the Minister himself. Then there 
is the Finance Ministry. that is, myself and the Depart- 
ment of Revenue. which I control, is also responsible for 
the due observance of all the laws uf the land and for 
ensuring that the administrative machinery at our dis- 
posal is working effectively. This is our over all res- 
ponsibility. Then there is the responsibility which 
is of the Central Board of Direct Taxes which 
is the highest authority for direct tax administration. We 
then move to the direct executive responsibility which is 
stipulated in the enactments as to who issues notices, etc. 
What Mr. . . . . says is that the business of issuing notices, 
taking executive action, proceeding in these cases etc., lies 
with those executives, the Income-tax Offiecrs who are 
handling the cases. This does not for a moment at all 
dilute our supervisory responsibility. The supervisory res- 
pmsibility is to ensure that they do it. For one thing and 
i t  is common prudence and a very salutary principle of 
management-you must know what is going on. A good 
information system has first to be evolved. This is our 
case and we have placed it before the Committee. At the 
first stage, the Board is fully informed as O3 what is being 
done. These statements are intended to ensure that while 
we have delegated executive responsibilities to the ofRcers 
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 b watch the progress 



and issue directions, pull up people when necessary and 
to appear and give evidence before forums like this. I t  is 
in this sense that he remains responsible there is a whole 
hierarchy it is not as if a Member can issue notices or 
launch prosecutions." 

9. Asked in what manner Board's responsibility to watch the 
arrears of tax was exercised, the Finance Secretary said: 

"I agree that semantic difference between watching and 
superv'sing is there. It  is really part of the same process." 

10. The Committee pointed out that more important than the 
connotation of the terms used was whether responsibility cast on 
the Board was being discharged effectively. In reply, the Finance 
Secretary said: 

"We concede the point." 

11. Asked whether there was any difference between cases of 
arrears of Rs. 10 lakhs and above and cases behw Rs. 10 lakhs in so 
far as Board's responsibility was concerned, the Finance Secretary 
clarified: 

"Under the Income-tax Act, there is no distinction at all bet- 
ween Rs. 8 lakhs, 10 lakhs, 26 lakhs or even one rupee. 
If there is an arrear, it is due to the Government. No such 
distinction is made by law. The instructions have nothin3 
to do with the Act or the statutory responsibility or legal 
responsibility. These are administrative instructions for 
administrative conven'ence." 

12. The Committee pointed out that if the Board was not res- 
~ons ib le  for case: of arrears above Rs. 10 lakhs, what then was the 
purpose of laying down levels of responsibility. In reply, the Finance 
Secretary said: 

"If y3u say.. . .we  have taken over direct responsibility it is 
not correct. I make a distinction between a person who 
has actually to do it and who has to supervise it." 

13. The Committee enquired if the supervision exercised by the 
Board was a general one, the representative of the Department 
said in evidence: 

"The system of general supervision exercised by the Board in 
this dire3tion is that we get a quarterly d~mier about each 
assessee from the Commissioner who, of course, gets it 



from the IT0 because he is the offlcer who has the statu- 
tory responsibility of taking action; the original records 
are maintained a t  his level. We get the quarterly dossier, 
we go through that and wherever necessary, we issue 
instructions to the Commissionerjor call for further infor- 
mation in elucidation of the information already been sup- 
plied by him in the dossier." 

B. SETTING UP OF SFECIAL CELL 

14. In their 87th Report (5th L.S.) the Committee had emphasis- 
ed the need for an assesseewise compilation of arrears of subtan- 
tial amounts (Rs. 1 lakh or more). In their note dated 5.!1 Decem- 
ber, 1973, the Ministry had stated that a special cell had been set 
up in the Central Board of Direct Taxes and arrears of over R.;. 10 
lakhs each were k i n g  watched by the Board. 

15. Dossiers containing comprehensive information regarding 
year-wise arrear demand. fresh demands created during the quarter, 
collection in cash or by adjustment, reduction on account of appel- 
late orders or other revisionary action and steps taken for realisa- 
.tion of thc.w demands are seni by the Commissioners of Income-tax 
at the end d each quarter which are scrutinised in this Cell and 
suitable instructions'guidelines are issued to them. 

16. In a note dated 15th Yovember 1977. the Department of Re- 
venue have st-ate6 that the main function of this cell is ?o review 
the prescribed quarterly dossiers r e ~ i \ ~ e d  from the field orficen; in 
such cases and to issue suitable instruc!ions wherever required, apart 
from t ~ k i n g  such genera! steps as may be considert~l necessar:br for 
reduction of tax arrears in such c-s. 

17. It is noted from the statemen! of Dem.tnd certified 2nd 
Demand recovered given the Audit Paraglaph that the I~a?clt~ct. at 
the end of the year did not tall,? with t h e  opening balmce of t h e  
following year. The representative of the Ministry of Finacce ex- 
plained the discrepancies during evicknce as  follow: 

"Taking the discrepancy hetween the closing balance and the 
opening balance. it is of a rnnrginnl naturlr except for two 
years. The closing balance as on 31st March. 1968 xas  
Rs. 187 crons ;tnd the opening balance on 1st t\p:.il. 1968 
of the subsequent year was Rs. 278 crores. We found that 

this wns on acccunt of the fact that the ComnLssione:-s of 
Income-tax Assam, Bombay City, Bomhg Central 'and 



Orissa furnSshRd figures of demand certified to the TROs 
and State Government officers only for 1968-69. Upto 
1966 the work of tax recovery was entrusted to the State 
Government authorities. So. the tax recovery certificates 
were issued to the State Government authorities. From 
1966 onwards we have been gradually takting over this 
work from the State Governments, to be done by our (Iwn 
offimrs, called Tax Recovery Officers. Then we found we 
were not able to get the complete records from the State 
Government authorities. Therefore, some Ccmmissioners 
were not able to report the figures of the earlier years. 
The figures in respect of these charges for the earlier 
years were not available. Accordingly, they had sup- 
plied for the first time figures in respect df 1968-69 
onwards, which were duly included in the all India figures 
for the year. This resulted in some difference in figures. 
There is another big spurt on 1st April, 1971 as compared 
to 31st March 1971. When we went into the reasons, we 
found that the Commissioners of Income-tax, Delhi and 
Kerala furnished figures only from 1971-72 onwards. The 
figures in respect of these charges were not included in 
the closing bdance of 31st March, 1972 while they were 
included in the opening balance as on 1st April 1972. 
This explains the increase in the opening balance this 
year. The Commissioner of Income-tax. Delhi, has ex- 
plained that in view of the poor response from the State 
Government authorities and frequent movement of files, 
it was not possible to give information for the period prior 
to 1971-72. The third relevant date is closing balance on 
31st March, 1973 and 31st March, 1974 and Ihe opening 
balances on 1st April, 1973 and 1st April, 1974. We went 
into the reasons for this also and we found on reconcilia- 
tion that inter nlia in the beginning of the succeeding year, 
some collections pertsining to previous year came to the 
notice of the Income-tax officer, they were deducted from 
t b  opening balance for the succeeding year, while the 
closed accounts of the preceding year were not distttrbed. 
This m a k e  for a reduction in the opening ba!ance, as 
c o m p a ~ d  to the closing balance of t h e  previous year. At 
the same time, some Tax Recoveries Officers added to 
the opening balance of a year the uncollrected part of the 
recovery certificates received on transfer during the year, 
with the result that the opening balance, rose by that 
amount. These are some of the main reasons for differ- 
ence between opening and closing balance.. . . . We would 



not like to take the atand that there should be a t  any time 
a difference the closing and opening balances." 

18. In a note furnished subsequently, the Department of Revenue 
have intimated that some of the reasons why the figures of IT0 do 
not tally with those of TROs are as under: 

(i) The variations in demand on account of rectifications, re- 
visions, appeals, adjustment of pre-paid taxes etc. ai-e.not 
promptly intimated to the Tax Recovery Officers by the 
Income-tax Officers in some cases; 

(ii) Collections made by the lncome-tax Officers after the 
issue of recovery certificates are not promptly intimated 
to the Tax Recovery Officers in some cases; 

(iii) Adjustments of refunds against arrears are not promptly 
intimated to the Tax Recovery Officers in some cases. 

19. Audit ha\.e pointed out that despite the setting up of the Spe- 
cial Cell in the Board the number of assessees with arrears of over 
Rs. 25 lakhs each was given as 238 as on 31.3.1974 and printed as 
such in the Audit Report 1973-74. was changed in January 1976 to 
261 with the figures of total demand outstanding against them go- 
ing up from Rs. 133.66 c r o ~ c s  to Rs. 153.44 crores. In thls context. 
t!le Com~nrttee desired to knoiv if it \\.as a fact that the Special Cell 
set up in the Board had been merely collecting figures from the 
Incomc-tas Cammissioners from time tb time. without maintaining 
at1 assessec-\vise account and keeping a close \\.atch on the pursuit 
and clearance of arrears in such cases. In reply. t!le Department of 
Revenue have. in a  not^. ~ t a ! ~ d  iuter alin: 

"The methud followed during 1975-76 and 1976-77 was that the 
Commissioncr-wisc dossier5 were init~ally scrutinised by 
an officer of the rank of Tncomr-tas Officer, \vhich were 
then put up to a Deputy Secletar?-. In suitable cases. the 
Deputy Secretary pu: up the cases to the Member of the 
Board also. The supervision was not a mere esercise to 
collect figures or statistics, because the dossiers were 
periodically rcviewed and wherevet necessary, suitable 
instructions were issued to the Commissioners. Besides 
some general steps are also taken e g  for expedit i?~.  
dispastll of appeals by the appellate authority.'" 



C. AUGMENTATION OF STAFF STRENGTH 

20. In paragraph 1.54 of their 117th Report (Fourth Lok Sabha) 
the Committee had observed that the steps taken by Government, 
besides adding to the numerical strength of !the staff had, obviously 
had no effect on the problem of tax arrears. In reply, the Com- 
mittee were informed that 4 more posts of Additional Commissioners 
of Income-tax (Recovery) and 60 posts of Income-tax Officers had 
been sanctioned or athending to the work of liquidation of arrears. 
The Committee asked how many more posts of Income-tax Officers 
and above had been sanctioned for this work in the last 7 years. 

21, The Department of Revenue have, in their note, intimated 
that the following posts were sanctioned for the work of liquidation 
of arrears and tax recovery work since 1970: 

Designation and number of posts rrrated 
Date of Purrx~sr for which 

sanctioned CIT Addl. A.C. 
CIT 

Income-tax posts rreatrd 
Officer 

Clans 
I I 

30 

68 

5 

76 

'3 

5" 

..-. -- .- ..... - ..... 

For liquidation of 
amar-. 

For Tax Reco- 
vcrv work. 

Do. 

I h .  

Do. 

Do. 

- - - - - - - - - - - - - - - - - - - - - - 
[*created in lieu of 5 posts of Additional C.I.T. which wcrr aholidKd. Su&ulurntly 

due to rr-ognniration in August, 1974, on the b i n  of the rrcnmmrndationr of thr Wanchoo 
Committee, these Cnmmirriontrr haw hren given territorial juridiction like other Commimo- 
nu of Inmrnr-tax. and thry am no l o w  functioning u TPX R C C O V ~ ~  Chmmissionrrr ex- 
dwiwlv. J 

22. It has been stated in this connection by the Department that 
at present there were no separate posts of ITOs (Collection), after 
the discontinuance of the functional scheme of work with effect 



from 1.4.75. Under the unitary system existing now, an IT0 looked 
after not only the assessment work but also the collection work. 
The Tax Rccovery Officers (who belong to the cadre of I.T.Os) were 
meant exclusively for the recovery of arrears for which tax reco- 
very certificates had been issued by the IT&. 

23. Asked how was it that inspite of creation of additional posts 
sancltioned specially folr tax recovey work, the arrears of tax had 
gone up, the Department of Revenue have, in a note, stated: 

"(i) The gross arrears remained stable around Rs. 800 crores 
from 31.3.71 to 31.3.74. As on 31.3.75, however, they in- 
creased from Rs. 815.60 crores on 31.3.74 to Rs. 935.96 
crores on 31.3.75, an increase of Rs. 120 crores. Out of 
this incerase, an increase of about Rs. 88 crores is because 
of the larger arrears that remained uncollected out of the 
current demand which was about Rs. 250 crores more 
during 1974-75 as compared to the immediately proceeding 
year (current demand raised during 1974-75 was 
Rs. 1121.38 crores while that raised during 1973-74 was 
Rs. 876.37 crores). Out of the remaining increase of - 
Rs. 30 crores, Rs. 12 orore_s is accounted for by the higher 
amounts stayed by courtsfappellate authorities. (Amount 
stayed and or disputed in appeals etc. as on 31.3.74-was 
Rs. 184 crores against Rs. 196 crores on 31.3.75). 

(ii) As on 31-3-76, the gross arrears increased to Rs. 993.79 
crores showing an increase of about Rs. 58 crores as com- 
pared to the gross arrears as on 313-75. Out of this in- 
crease Rs. 45 crores are accounted for by the increase 
in the amount of tax stayed by courtsjappellate 
authorities and the amount of tax which could not be col- 
lected due to disputes in appeals (such amount as on 
51-3-76 was Rs. 241 crores as compared to Rs. 196 cmres 
as on 31-3-75). Besides, about Rs. 17 crores was the in- 



crease in arrears out of current demand raised during 
197576. (Demand during 1975-76 was Rs. 1239 crores 
while that raised during 1976-77 was Rs. 1121 crores). 

(iii) & on 31-3-77, the gross arrears went down by Rs. 120 
crores to Rs. 874 crores from Rs. 994 crores on 31-3-1976 
i.e., by about 12 per cent." 

24. The Committee desired to know whether the Board have re- 
gular system of performance appraisal in regard to the reduction of 
tax arrears. Replying in the affirmative, the Department have 
p ~ i n t e d  out that Action Plans containing, inter alia, targets of rc- 
duction of tax arrears were drawn up. The progress made in the 
various Commissioners' charges was reviewed by the Board perio- 
dically. 

D. GRANT OF REWARDS 

25. The scheme for the grant of rewards for outstanding perfor- 
mance in tax collections and recovery was introduced with effe:'t 
from the financial year 1973-74. There are 29 rewzrds for the Tax 
Recove* Units and 39 rewards for the Income-tax (Collection) 
Units for all the Income-tax Charges taken together. These are 
known as regional rewards. The quantum of a regional reward to be 
sanctioned to each eligible official is equal to two months' basic pay. 
subject to the maximum of Rs. 1000 and the minimum of Rs. 200. Be- 
sides these 68 regional rewards, there are two All India rewards, 
which are given to one IT0 ICollection) Unit and one  T.R.O. Unit. 
whose performance is adjudged as the best in the whole Income-tax 
Department. Earh official of the Unit winning the All India re- 
ward is sanctioned a reward equal to three month's basic pay. sub- 
ject to the maximum of Rs. 1500 and the minimum of Rs. 300. 

26. As regards the reduction of arrears secured by the introduc- 
tion of the said scheme, the Department of Revenue have stated that 
the objective behind introducing the scheme was to provide an in- 
centive to the staff to work vigorouslv towards liquidating the ar- 
rears. Under this incentive, the various units would naturally be 
expected to vie with each other and make special efforts for liqui- 
dating the arrears so as to get a t  the top and win the rewards. 

E. GROSS ARREARS OF TAX DEMAND 

27. The question of Arrears of Tax Demand is a one over which 
the P,tblic Accounts Committee have been continuously expressing 
great concern and giving concrete suggestions [(6th, 21~1, 28th. 



46th Reports (Third Lok Sabha), 3rd, 17th, 73rd, 76th, 117th Reports 
(Fourth Inok Sabha), 51st, 87th, 115th, 15Mh; 186th Reports 
(Fifth Lok Sabha)]. The last mentioned Report is the Review Re- 
port or: action taken by Government over' the past several years on 
the recommendations of the Public Accounts Committee. The rele- 
vant paragraphs are contained in Chapter XI thereof. 

28. Despite assurance held out to the Public Accounts Committee 
time a ~ r d  again the special drives launched by the Board, the addi- 
dona1 frosts created a t  various levels, the incentive snheme and work- 
lng improvements made to the law, rules and procedures in that re- 
gard, there has been no perceptible effect on the growth of the ar- 
rears of tax. 

29. The gross arrears of tax dem,-nds as a t  the end of each year 
since 1971-72 were as follows: 

30. In yarn 4 .6  of their 87th Report (5th Lok Sabha) and para 
1.45 d' their 115th Report (Fifth Lok Sabha) the Committee had. 
cmph-sised the importance of ascertaining approximately the 
amount of tax in\.olved in the pending assessments. The Public 
Accounts Committee had observed that: 

"This is important from the point of view of perspective plan- 
ning in the sphere of income-tax administration." 

31. The Committee wanted to know if the figures of 'Gross 
Arrear!: of tax demand included the taxes locked up in pending 



assessments and if not how could these figures be taken as complete. 
In reply, the Department of Revenue have stated in a note: 

"It is true that some extra demands will be raised if the p n d -  
ing assessments are completed. However, unless such 
assessments are actually completed and the tax demands 
remain unpaid by the assessees, they cannot be regarded 
as the tax arrears." 

32. Asked whether the figures of 'gross arrears' included the ar- 
rears of advance tax, the Department have clarified:- 

"It does not include the arrears of advance tax. Out of the 
gross arrears of Rs. 993.79 crores as on 31-3-76, a sum of 
Rs. 7.38 crores has been reported by Commissioners of 
Income tax as shown outstanding in departmental register 
although claimed to have been paid by the assessees, these 
amounts are awaiting adjustmen ts/verification with re- 
ference to relevant challans." 

33. Dealing with the concept of 'Gross Arrears' the Finance 
Secretary said in evidence: - 

"This figure of Rs. 993 and odd crores had been referred to as 
gross arrears; frankly speaking, it is a misnomer because 
part of it does not constitute arrears at all.'' 

34. The Department of Revenue have explained in a note that out 
of total demand outstanding as on 31-3-1976, Rs. 390.38 was not legel- 
ly collectible at that time. The break-up of Rs. 390.38 crores is as 
under:- 

!in c m o  of Rs.) 

Total dcmand outstanding ai on 3 I -3-76 . 993 79 

LO% 
(i) amounts not fallm due . . . .  . 211.06 

(ii) prc-paid taxm, by way of advance tax, wlf-asscssmrnt tax or tax dr- 
ductrd at nourcc, claimd to have k n  paid but which aw awaitinu 
vrrificat ion/adjurtmmt . 7' 38 

(iii) amounts in mprcc of which stay har been grantrd by variou* authori- 
tics, including court$; and . . . . l.)0.9I 

l iv)  amounts Covered by instalmatr granted . 31 .oS 

Tax rr ran .r on 31-3-1976 



35. When the Committee pointed out that even if Rs. 390.38 crores 
was not legally recoverable at that point of time, a t  least the 
balance amount of Rs. 603.41 representing the net arrears of tax 
demand was in arrear, the Finance Secretary, said in evidence: 

"Even this figure of Rs. 603 crores though it certainly repre- 
sents the established demands, is itself not irnrnediate- 
ly recoverable for various reasons. There are amounts 
pending settlement of double income tax relief and other 
relief claims. These are not very large, about Rs. 6.18 
crores. There are certain amounts which are under consi- 
deration for being written off because these are extremely 
old cases. Then we have amounts due from companies 
which are under liquidation and that is about Rs. 14.21 
crores. Then there are amounts due flom persons who 
have left India and who are not traceable. I concede that 
these are in fact arreais but from what we can see on the 
records, these are not all recoverable." 

Contentrated attention on relatively small number of cases 
involving tax arrears of over Rs. 1 lakh 

36. In paragraph 1.25 of their 17th Report (Fourth Lok Sabha), 
1.55 of 117th Report (Fourth Lok Sabha), and 4.49 of their 51st Re- 
port (Fifth Lok Sabha), the Committee had emphasised the need for 
concentrated attention to a relatively small number of cases in- 
volving tax arrears of over Rs. 1 lakh which accounted for almost 
50 per cent of gross arrears of tax and desired that special atten- 
tion should be paid to these cases. 

37. The Table below shows the number of assessees from whom 
lross arrears were due as on 31-3-1976 and 31-3-1977. 

Arrcar Demands No. d Total 
PPCMS mcan 

of tax 
(Rs./crorcs) - _-_ ___I-_-_.____I- 

(I) UPIU Rs. t lakh in each cue . 33,06,673 529.36 

- - 

A s  on 31-3-1977 
7 

So. of Total 
a.umwa arrears 

of tax 
(Rs. krores) 

. .  . 

(1) Over Rs. I Iakh upto Rs. 5 lakhr 
in each cut . . 50,266 I 02.30 4.601 I (M' 79 

(3) O v a  IL. 5 Iakb upco Rs. ro lakhs 
i n e a c h c ~ r e .  . . . 832 54' '4 728 53' 41 

(4) Ova Rs. to Iaklu upto Rs. ns 
lakhr in each ure 50'3 79' 30 450 70. (16 

(5) Over RI. 25 l a t h  in each caw . '3'4 218.69 2 70 179'40 

TOTAL . . 33.13.589 993.79 2987.152 873.56 
---C_.-- 

- -.--- 



38. A statement showing names of 304 assessees against whom 
arrears demand over Rs. 25 lakhs in each case was outstanding as on 
31-3-1976 furnished by the Department of Revenue is appended 
(Appendix I). 

39. A separate statement showing particulars of 44 assessees 
against whom arrear demand exceeded Rs. 1 crore in each case as 
on 31-3-1976 is also enclosed (Appendix 11). 

40. A sample study of gist of Dossiers of 6d cases (App. 111) made 
by the Committee has revealed that the Minlstry have not indicated 
that exact manner of collection~reduction i.e.. how much was actual 
collection and how much was reduction in each case and in what 
manner. 

41. Analysis of 304 cases has indicated the following position 
S l l .  of 
r3sr1 

: i\ Arrrars rrm:~ininq constant . 65 

42. The Committee. after a perusal of 44 Dossiers of cases ex- 
ceeding Rs one crow raised certain questions on some individual 
cases in response to which representative of the Department of Re- 
venue furnished the following information during evidence: 

"(1)  A .  P .  C h e ~ e l a n d :  This case relates to a foreign tcchni- 
clan employed by Hindustan Polymcr 1,td.. Vishakhapat- 
nam. Recovery of arrears relates to assessment year 1973- 
74 has been stayed by Delhi High Court In the 
Dossier for the period 30 June 1977, the Commis- 
sioner remarked that the Board was requested on 14 June 
1976 to move the Delhi High Court to dispose of the writ 
petition early Income Tax Judicial Branch had been 
asked to take necessary action Information as to specific 
steps taken hy the Board to enforce recovery before the 
party obtained the stay order was not available 

(2) Shrz Pakhas Singh's case: In this case the demand re- 
lates to 3 assessments years (1962-63. 1967-68 and 1970-71) 
amounts involved being Rs. 4000, Rs. 75,000 and Rs 
l.87.OO.OOO. The assessments wet e made e.r-prte  only 
in 1973 and 1975. The assessee is alleged to be engaged In 
the racket of "compensatory payments". He was part- 
ner with 25 p r  cent share in the firm Mis. Gurdev Singh 
Pakhar Singh. The firm was closed on 31-8-1974 leaving no 
assets. 



(3) Durga Prasad Private htd., and Shri Ram Durga Prasad 
Fateh Chand: This Limited Company is a major mica 
mining organistition of Nagpur area. The liability of the 
assessee is Rs. 2.97 crores. I .T.O. reported that the  
assessee had no assets. Zonal Committee hhd consi- 
dered a partial write off of Rs. 2 crores. The assessments 
relate to the year 1953-54 upto 1966-67. The I.A.C. recom- 
mended in March 1975 liquidation, action against the 
directors, arrest, restraint of pSroperties etc. On 31-3-1977, 
the Commissioner recommended that the assessee should 
be detained." 

43. In this case the Committee desired to now whether the asses- 
see had fraudulently transferred 8.11 his assets fraudulently. The 
Committee also wanted to now if it was a fact that Income-tax 
Office was housed in building owned by the assessee for which rent  
was being paid to him. The re~resen t~ t t ive  of the Department said: 

"We are aware that this case is of a very special nature and 
that it has some overtones. They have been adopting 
legal strategems to avoid income tax. That is why I took 
this step of sending my Deputy Secretary to Nagpur to 
study all these files before the Board puts i t  up and finalise 
the matter of write off. Hv x a s  sent in March. 1977." 

(4 )  l ~ r d i a ~ t  Espress  Group of Companies: 

(i)  Espress Building, Ctiurchgatc. Bombay and Express 
Estates Madras of Newspapers Ltd.. Madras attached by 
Orders dated 5-1-77 and 21-2-77 respectively. 

( i i )  3 Propertitbs of Indian Express (Madiirai) Pvt. Ltd., (133 
Ramanad Road Madurai by order dated 17-5-75. Espress 
Building, Bangalore b~ order dated 24-11-76 and 1. 
Queens Road. ~ a n ~ a l o ~ e  by ol'der dated 24-11-76. 

(iii) (iandhinagar and Purnanandampet. Yijayw:idn of 
Andhrn Prabha Ltd.. attached 1,. order dated 26-5-77. 

( 5 )  Indrn~l Telephone ltadatstrres: Demand outstanding on 
31-3-77 reduced to Rs. 86 lahs has been further reduced to 
Rs. 3237 lakh by 30-9-1977. Reco\*ery of Rs. 32.37 lakhs 
has been stayed. 

(ti) Shrr Dhnra111 Trja:  Thc demand outstanding in the case 
(including penalty interest ctc.) amounts to Rs. 4.87 
crows. The only known asset from which recovery could 
be effected are the shares formerly held by the Jayanti 
Shipping Company, which werc attached by the TRO in 



1968-69. These shares were acquired by the Government 
of India under the Jayanti Shipping Company (Acquisi- 
tion of Shares) Act, 1971. The compensation of Rs. 3.32 
crores payable to Shrl Dharam Teja was attached by the 
I .T.O. in 1971-72 under Section 226 of the Income Tax 
Act. The Shipping Corgoration had also certain dues to 
recover from Dharam Teja. An administrative arrange- 
ment has been arrived at between the CBDT and the 
Ministry of Shipping and Transport for sharing of com- 
pensation. 

(7) Allenbum: The assessments for the years 1944-45, 1948- 
49 to 1952-53 and 1957-58 were made in March, June and 
September 1970, October. 1972 and March, 1974. When 
the Committee pointed out that this Company had been a 
prontable concern but assessments in this case were com- 
pleted when only the shell was left. Now it had been 

struck off the Register of Companies. The representative 
conceded that this observation was "perfectly justified." 

(8) Modipon: Only three assessments are outstanding. These 
are (i) Rs. 2.72 lakhs in respect of assessment year 1970- 
71 (ii) Rs. 22.67 lakhs in respect of assessment years 
1971-72. (iii) Rs. 2.28 crores in respect of assessment 
years 1973-74. Stay was granted by the Commissione~ in 
this case without taking any security. 

44. The number of assessments completed and demand raised 
month-wise during 1974-75 and 1975-76 is as under: 

'974-7 1975-76 
NO. OF ~ m a n d  NO. of Ikmand 

Mon ih aruaamcnts r a i d  as~ssmrnt r a i d  
campletcd (Rs. in crorn) complrtrd (Hs. in 

crown) 
---- 

April . 
. 

June . 
J ~ Y  - 
Augur1 . 
September 
OCIobrr . 
Nwembx 
I)aumber 
J-uuy 
Febnurv 
Much . 



45. The Committee enquired why it  was not possible for the 
Board to concentrate on bigger cases rather than fritter away their 
efforts on relatively smaller dssessees. The Committee also wanted 
to know if i t  was a fact that the cases of bigger assessees were taken , 
up only in the last quarter of the year. In reply the representa- 
tive of the Department said in evidence: 

"Efforts are being made to see that the bigger cases are taken 
up earlier in the year. But the main reason is that in the 
bigger cases, there are contentious issues involved, by and 
large it takes longer time to complete the assessments and 
they drag on towards the last quarter of the year. I know 
that every effort should be made to see that bigger cases 
are disposed of earlier in the year. But this is the main 
reason that in spite of efforts it has not been possible to 
substantially reduce the number of demands raised in the 
last quarter compared to the past." 

46. The Committee asked if  it would not be better to study the 
problem of mounting arrears in some depth. In reply, the Secre- 
tary, Ministry of Finance, has stated during evidence:- 

"In regard to the maSter of delays in the disprosal of casts 
and appeals-and the whole procedures which has to be 
gone through, the first thing which the new Government 
did was that they appointed the Palkiwala Committee now 
the Choksi Committee and it was one of the major terms 
of the reference to look into how best the whole system 
could be streamlined to avoid delays in the disposal of 
cases, to appeals and revisions which go on for years to- 
gether. We have received the first r e p r t  of the Com- 
mittee. Certain suggestions have been made there. I t  is 
a massive problem. In the last three decades, the whole 
complex structure has been built up and there is a need 
for simplification. I do not wish to anticipate the Cov- 
ernments, decisions on the Chosksi Committee's report." 

F. SPECIAL DRIVES FOR REDUCTION OF ARREARS OF TAX 

47. In paragragh 1.54 of their 117th Report (Fourth Lok Sabha) 
the Public Accounts Committee observed that the steps @ten by 
Government besides adding to the numerative strength of the staff, 
had obviously no effect. The Committee felt that the Department 
would have to launch an all out drive i f  a substantial reduction in 
tax arrears was to be brought about. The Ministry of Finance 
stated in reply in December, 1970 that the problem had been dis- 
cussed In a conference of Commissioners of Income-tax in May, 1970 



and a special drive 'RAT' (Reduction of Arrears of Tax) had been 
launched. - 

48. The Committee have been informed by the Department that  
during 1976-77. the Department had placed a "renewed emphasis" 
on the reduction of tax arrears. I t  has been stated that particular 
emphasis was placed on timely collection of current demand so as 
to prevent accumulation of tax arrears, enforcement of col1e:tion 
of arrears demand, expeditious disposal of appeals involving high 
demands and the writing off of irrecoverable demand. The Depart- 
ment have claimed that it was as a result of special drive launched 
during 1976-77 that the t?x arrears were reduced from Rs. 993.87 
to Rs. 873.59 crores a reduction of Rs. 120.28 crores. 

49. On prospects of reduction of Arrears during the current year 
1977-78, the Department of Revenue have, in a note stated:- 

"For the current yeax 1977-78. the Department has decided 
to continue ,the special drive for' reduction of tax arrears. 
The subject was discussed in great detail at the Commis- 
sioners' Conference held in June, 1977 :nd a working tar- 
get of reducing the overall tax arerars by 25 per cent has 
been laid down for the current year. A detailed cir'cular 
has been issued to the Commissioners of Income-tax on 
5-9-1977 highhght~ng the Important measures to he taken 
for achieving the target of collection/reduction of tax 
arrears. A copy of this circular is annexed.* It is hoped 
that as a result of the in ten~ive drive undertaken by the 
Department in this direction. the trend of improvement 
brought ;bout in 1976-77 will be maintained dunng 1977- 
78." 

G. CASH COLLECTIONS 

50. The cash collections out of arrear demand during the five years 
(1972-76) has been indicated as under:- 

*Sot prinud. 



51. Since the average cash collection during each of the last few 
years was hardly 10.5 p r  cent, the Committee asked whether i t  
would be far  wrong to infer that the Department's inability to re- 
cover such huge arrears was a factor coming in the way of a down- 
ward rationalisation of the  tax structure. In  reply the Department 
of Revenue have, in a Note, stated:- 

"Such collectinns are taken into account while framing the 
Budget estimates." 

52. During evidence. the representative of the Department claim- 
cd that by mounting an "intensive programme" and x t i o n  at all 
levels, the Department had been able to bring down number of asses- 
see with arrears of Rs. 25 l2khs in ea:h case from 304 as on 31st 
March, 1976 to 270 : s on 21-3-1977 and the total arrears of this bracket 
from Rs. 229 crores to Rs. 179 crores. The Committee enquired if this 
~'eduction in arrears came about due to reduction in demand, and if 
so, how could the Department take credit for ~ t .  In reply. the Finance 
Secretary said:- 

"If you think that only cash colle tion represents the efficiency 
of the Department. i t  would not be corre-t. . Fcr ins- 
tance, we may mention that out of Rs. 211 crores, Rs. 93 
crores is the amount for which demand has been made 
in the last quarter and, fol  which 35 days' notice has not 
lapsed, but for wcounting purposes it is shown as gross 
a r r c x s .  It is no: in fact legall? recoverable on that date. 
We have been pointing out this to the Audit. but unfor- 
tunately we arc not able to Carl:\. conviction with Audit." 

53. The Committee enquired ~vhether  there was any year in the 
past when the Dcpar:rnvnt was able to collect more arreas than 
the amount of t he  currc-nt dcmand. In  teply. :he Finance Secretary 
said in evidence: 

"There is no sin,clc. ?par whcre we have collcctcd more than 
the entire current ckmand placed." 

54. The Committee pointed out that sincc frcsh demands of : rrcars 
were also being added up each year. the situation would never im- 
prove i f  the y c a r l ~  cash c~llection continued to be so  low In reply. 
the Department of Revenue have. in a Note. explained:- 

&'The phenomenon of income-tax arrears is a continuing and 
incscapablc one in thC very nature of the assessment 
procedure and accounting of tax demands and payments. 



Even though the demands outstanding at the beginning 
of a financial years are collected/reduced to asizable ex- 
tent by the year-end, the arrears again go up mainly be- 
cause a part of the fresh tax demand raised during lthe 
course of the year (on completion of regular assessments, 
etc.) is not fully collected by the year-end and, therefore, 
becomes fresh arrears of tax at the end of the year. Nor- 
mally, a tax payer is allowed a period of 35 days for pay- 
ment of tax, as required by law. The tax demand raised 
during the month of March and the latter half of February 
remains necessarily in errears at the end of a financial 
years. Further, the assessments made by the income-tax 
Officers are disputed in a number of cases and a substan- 
tial amount of tax remains unpaid till the appeals are 
decided. In suitable cases. the tax-payers are also allow- 
ed instalments for paving the tax. Due to these and 
other reasons, tax demands always remain in arrears as 
on the last date of a financial year. The following table 
illustrates the continuing nature of the tax arrears:- 

(Amount in crorrs of Rs.) 

Reduction during the yrar in thr tax arrrars out- 
standing at the brginning ofthe vcar. . 329' 05 321.31 445' 51 

Demand raised during thr year rrmainin~ Inn- 
collected at the end ofthr vcar. n U n . ~ q  371.01 388.19 

Within the legal framework and the limitations mentioned 
above, the developmental officers make every effort to 
collect the outstanding demands and reduce the arrears to 
the maximum extent possible." 

55. The tax arrears on 31-3-1976 show an increase of about Rs. 58 
crores as compared to 31.3.1975. Two main reasons for this increase 
in the amount of tax arrears are stated to be:- 

(i) The amount of tax staved by courts/appellate authorities 
and the amount of tax which could not be collected due 
to disputes in appeals, etc., increased to about Rs. 241 
crores on 31.3.1976 as compared to about Rs. 196 crores aa 
on 31-3-1975, resulting in a net increase of about Rs. 45 
mores. 

(ii) The current demand raised during 1975-76 (Rs. 1239 cro- 
res) is substantially more than the demands raised during 



1974-75 (Rs. 1121 crores) and during 1973-74 (Rs. 876 
crores). The amount which remained uncollected on 
31-3-1W6 out of the current demand was also higher, viz., 
Rs. 388 crores as compared to Rs. 371 crores and Rs. 283 
crores for the preceding two years. 

H. RECOVERY OF UNDISPUTED TAX DEMANDS 

56. The Public Accounts Committee had in 1969 in their 73rd 
Repont (Fourth Lok Sabha) suggested that appeals should not be 
admitted without the payment of undisputed amount of the demand. 
The Committee had also recommended in their 51st Report (Fifth 
Lok Sabha) about the ,taxes due being given a lien on the property 
of the assessee. These recommendations were accepted by Govern- 
ment in 1975 with the amendment of law through the Taxation 
Laws (Amendment) Act, 1975. The Committee enquired whether 
the Board had initiated specific action on the basis of these amend- 
ments in the law. In reply, the Department of Revenue have inti- 
mated that:- 

"Section 249 of the Income-tax Act has been amended with 
effect from 1.10.75 to provide, inter alia, <that no appeal 
against any order passed by the I.T.O. (including any 
order of assessment. imposition of penalty or refusal or 
cancellation of registration of a firm) shall be admitted 
by the AAC unless at the time of the filling of the appeal, 
the assessee has paid the tax due on the income returned. 
Further, where the assessee has not furnished the return 
of income he should have paid an amount equal to the 
amount of advance tax which was payable by him. The 
AAC has, however, been empowered to waive this re- 
quirement in proper cases if he is satisfied that there are 
good and sufficient reasons for doing so, after recording 
reasons in writing. 

Section 281 has been substituted w.e.f. 1.10.75 with a..triew to 
enlarging the scope of ,the provision. As regards the first 
amendment regarding admissibility. of appeals by the 
AACs, instructions have been issued (vide Instruction 
No. 1014 dated 8.11.77) requiring the IT% to bring to the 
notice of the AACs the position regarding the 'fulfilment 
of this requirement. The ITOs have been asked to add the 
following column in the existing Form ITNS 51 in which 



they send a repart to the AACs on receipt of grounds of 
appeal from the AACs:- 

"Whether assessee had paid ,the taxation the income re- 
turned by him or an amount equal to the  amount of 
advance tax payable by him if no return has been filed." 

57. As regards the amendment relating to the lien on property 
under section 281, explanatory instructions have been issued to the 
ITOs for their guidance vide Circular No. 179 dated 30-9-1975. 

58. Asked whether Board had studied the effect of these amend- 
ments on the accumulated arrelrs  in individual cases and particu- 
larly in cases where stays had been granted, the Department have 
intimated that " such a stud,? has not been made." 

59. Section 231 which lays down the time-limit in this regard 
reads as under: - 

"Section 231. Save in acccrdance with the provisions of sec- 
tion 173 or sub-section ( 7 )  of section 220, no proceedings 
f c r  the recovery of any sum payable under this Act shall 
be commenced after the expiration of one veal from the 
last day of the financial y e x  in which the demands is 
made. or in the case of a person who is deemed is made. 
cr  in the case of a person who is deemed to be an assessee 
in defmlt  under any provision of this Act. after the ex- 
piration of one year from the lnst date of the financial 
yeas in which the assessee is deemed to be in default." 

E.~.planation 1: The pel-iod c f one year referred to above 
shall be reckoned- 

t i )  where an assessee has been treated as not being in 
defaul: under sub-section ( 6 )  of section 220, as long ar 
his appeal 1s undisposed of, from the lnst day pf the 
financial year in which the order is withdrawn; 

(ii) where recovery proceedings in anv case have bccn 
stayed by an\? order of a court. fmm the last day of the 
financial year i n  which the order is withdrawn: 

(iii) where the date of payment of tax has been extended 
by an income-tax authoritv to another date, from the  
last day of the financial vear in which such other date 
falls; 



Xiv) where the sum payable is allowed to be paid by instal- 
ments, from the last day of the financial year in which 
the last of such instalments is due. 

Explanation 2: A proceeding for *the recovery of any sum 
shall be deemed to have commenced within the meaning 
of this section, if some action is taken to recover the whole 
or any part of the sum within the period herein-before 
referred t.0. 

60. The Department of Revenue have given 'the following break- 
u p  of the total tax arrears as on 31.3.76, excluding the amounts not 
falIen due, into disputed and undisputed amounts: 

As on 3 1-3-76 
( I n  crorrs of Rs.) 



I .  :\ 11 ILI 11s p:n:ling consiclrration of write-ofqs aling tiown positions. no. :(!, 
2. Amxmts dtre from c,~rnpanirs under liquidation. . . . 14' 21 
3. Atnounu dut- ~ U I I I  p:rsons who have lrft India antl/or not tracc- 

ah l -  a?  I or wlri) hs\.r no known aswth arlcljor whosv asscts vrrt 
with thc C ~ s t , d i a n  or Lvacuer Prolxrty. I'akistan andlot wIu> 
arc inv.d~:~I ill insijI\~~ricy p r ~ r t ~ : d i n p  ! vxclding ~ ~ I ~ O U I I I S  
covered b y  itcm I ahovc..) . . . . . .  i . 1  . (.tz 

4. lZrrears of F.P.T.1 1LP.T. . . . . . 1;. 14 
5. Other amounts. . . . . . . 4 2 9 . t ~ )  

- .  
.1!l j '"5 - - . -- . . - ---. - . .  . . - .~  . . ~ ~  

I. RECOVERY OF TAX DEMANDS FROM COMPANIES WHICH 
ARE FINANCIALLY SOUND 

61. In their 76th Report (Fourth Lok Sabha) the Public Accounts 
Committee had suggested that the Department should expeditiously 
compile a break-up of arrears due from companies as between those 
due from companies which had sufficient funds to pay the taxes and 
those due from companies which did not have sufficient funds so as. 
to pay special attention to the realisation of arrears in the former 
type of cases so that the taxes withheld were not utilised in their  
business. In respect of the latter type of cases. the  Committee had 
suggested that the matter should be kept continuously under review 
so as not to jeopardise chances of recovery. The Committee en- 
quired if these suggestions were being implemented, the Com- 
mittee were informed on 21.1.70 that i t  was not possible to compile 
the information desired by the Committee as to records for that 
purpose were maintained. 

62. Nevertheless. the Department undertook a study in Bombay 
and Calcutta on the lines suggested by the Committee. This study 
was in respect of 59 companies and the position as emerging from 
the study is summed up below: 
--- - -- - 

n i l  4rrr nrr 3.. rm 3 1-34'9 

2. Gmpanirs  whic.h wwr. in a r ~ ~ i t i n  tr, pay l,ut inwt111*e 
c a m  rrcovvry was stavrd. Lwrausr of clirpntrd. 
naturr of dr!nand o r  prnding acljustrnr~r~t cd r~.furid 
or rrlirf. . I' ' . 2 0  I ? 1)2 rrrtrr* 

3. G~mpan im which wrrc not in a position to pay thr 
rntir arrears mainly d ~ ~ c  to tr~nporary finanrial di- 
fficulties and which wrrr allowrd to pay in inatal- 
mcnts. . r f ~  5 .  r ~ f l  rrorrr 

. . -.. .-. - .--. --- 
TOTAI. . 59 n c l  3r1 rrnrcs. - - . . . - - - - - - -. - . -. - - . . . - - - - - 



J. TAKING OVER OF TAX RECOVERY WORK FROM 
STATE GOVERNMENTS 

613. The Tax recsvery work was taken over by -the Board from 
the  State Governments with 2. view to improving the collection of 
arrears. In para 56 of their 51st Report (Fifth Lok Sabha),  the 
Committee had suggested that Board shall clcsely watch the impact 
of taking over of this wr,rk 01 the arre2rs of tax collection and take 
necessary measures to imprc~ve the system. The Committee desir- 
ed to know why the demand remaining outstanding with the  Tax 
Rccovelry Officers was still going u p  from year to year and had' 
reached Rs. 679 '?I c 1 at the end of 1975-76. 

64. In reply. the Deyjai'tment of Revenue have 1:ointed out that  
thc  growth in demand; c2rtified to the TROs roughly corresponded 
to the qrowth of arrenr ,.demands from year to year, as will be seen 
fr; nl the following table: 

65. Asked whether the Board had really kept;a watch over t h e  
situation and made a studv of the effect of taking over of this work 
from the Stntc Chvernmen:~, the Department of Revenue have 
intimated: - 

"Such a study has n: t been made. However, the recovery of 
tax iirrenrs is being constantly watched by supervisory 
officets. Separate Action Plans have been drawn up for 
the Tax Recovery Officers since 1976-77 and their perfor- 
mance is monitored and reviewed from time to time." 

66. A review of the working of Tax Recovery Officers was ma& 
by Audit and results given in paragraph 15 of the Audit Report 



394-75. This review had pointed out glaring defects like an  utter 
l ack  of co-ordination between the Tax Recovery Officers and the 
assessing officers, inordinate delays in initiating recovery action by 
.the Tax Recovery Officers, etc. . 

67. The Committee enquired whether Department of Revenue 
h a d  taken nwte of the irregularities pointed out by Audit and if so, 
w h a t  steps had been taken in this regard. Department of Revenue 
have,  in a n ~ t e ,  repIied that:- 

"Paragraph 15 of the Audit Report mentioned irregularities 
in the maintenance of registers, procedures followe;l, de- 
lays in various stages, etc. in several TROs' offices. 
Considerable time was spent in getting the facts verified 
from the Commissioners. Replies from all the Commis- 
sioners of Income-tlx were rexived onIy towards the 
end of July. 1976. These h3d to be s-rutinised tlnd e m -  
mind ."  

68. The Department of Revenue have intimated that following 
remedial measures have been take;] in this regard:- 

" ( i )  1ns:ructi:ns alreadv exist in the Office Manual to the  
effect that with a jud~cious examination of the arrear 
demand, the Incometax Officer could spot many cases in 
which it would be no use waiting till the end of the year, 
because the azsesses in any case would not make the p v -  
ment. The immerliat? issue of I,ecovery certificate in such 
cases would ensure the even flow of work to the T.RO. 
who would have ample time to make efforts towards re- 
covery bef:re the c!ose of the year. 

(ii) The Chairman in his D.O. letter No. 236'27874-A&PAC. 
I1 d2ted 26-11-74 communicated the shortcomings pointed 
out by in Para 11.5(iii) of the Audit Report 1973-74 and 
asked the Commissioners tq take personal interest in the 
areas of weaknesses especially those highlighted by the 
C&AG in his report and to enforce necessary discipline in 
this regard. 

fii i)  In the same D.O. letter, the Chairman brought out, inter 
alia, that the recovery certificates issued were not com- 
plete in msny cases and did not indicate essential parti- 
culars like the complete address of the defaulter, the  de- 
tail.~ of assets of the defaulter etc. with the result that the  
recovery action got retarded. The Commissioners were 
asked to ensure that such weaknesses are remedied. 



(iv) The Chairman in his D.O. letter F. No. 2/19/75-DOMS 
dated 17.3.76 impressed upon the Commissioners of In- 
come-tax the need for mducing the infructuous certi- 
ficates also for taking steps ,to ensure t r a t  the recovery 
certificates are not issued in a routine manner. In  parti- 
cular, he emphasised that i t  should be verified- 

(a) whether the I T 0  has already taken some action fc,r re- 
covery as defined in Explanation 2 to Section 231, or  

(b) the period of limitation has been extended b e y ~ n d  31st 
March in view of the provisions contained in Explana-- 
tion 2 to section 231. 

The C r  mmissioners of Income-tax and the IACs were requir- 
ed to exercise close supervision in the, matter of issue ,af 
'recovery certificates at least in the larger demand cases-- 
say, with outstanding demand exceeding Rs. 20,000. 

(v)  Regarding t h c  failure to ch2rge interst, insLructions were 
issued in Novcmbcr, I't74 and a p i n  on 12th June. 1975 vide  
1nstr11clion.s No !;05 and 844 reicerating the responsibility 
of the  Tnconie-tas Officers to charge interest. The former 
broitght !o the notwe nf the field officers the faillrre of the  
Income-tax Oficers 'o charge interest and inclade _.:he same 
in the recovery cerilficates in accordance with the rule 119 
and also to charge interest at the end of each financia1 
year in accordance with rule 118(2). Instruction No. 844 re- 
iterated t h e  provisions of rule 11 9 (3) regardinq charging 
and collcc?ion of interest by the Tax Recovery Officers. 

(vi) As regarding proper liaison between the TROs and t h e  
ITOS- 

(a) Instruc?ions were issued vide Board's letter F. No. 404; 
2i7'74-ITCC dated 18th November. 1974 asking the Con+ 
missioners of Income-tax to introduce the system of half- 
yearly reconciliation of !he cedificated demands as per 
the registers of the TROs w ~ t h  those as per the registers 
of the ITOs. 

- - (b) In Board's le'.ter F. No. 40.1'171'75-TTCC dated 14th 
August 1975, the Cs.1.T. were requested :hat thev or their  
IACs should periodically meet the charge/range ITOs 
along with the TROs concerned to reconcile the figures 
of ar'rear demand with that of the ITOs. 



fc)  In the TROs' Action Plan for 1976-77, the resulk sf  such 
reconciliation were required *to be intimated in  the 
Montlily Progress Repopt to be sent bv the TROs. 

(vii) The Directorate of O&M Servtices was asked to undertake 
a study of the working of the TROs. As a rtesult of this 
study, the norins of judging the performance of TROs 
were revised and since 1976-77, separate annual Action 
Plan have k n  drawn up for the Tax Recovwv Oficers 
keeping in view the following objections: - 

(a) maximi&ion of the final disposal of tax recovery certi- 
cates; 

(b) scrutiny of all arrear certificates (i.e., those issued prior 
to 1st April, 1972) with a view to identifying a:ld dttl'er- 
ming the correct amount cf tax arrears outstandin;r in 
those cases; and 

(c) reconcilia?ion of the certificated demand; with the In- 
come-tax Officers. 

69. The Committee have been assr!red tha: the progr2s.s achieved 
by 'the TROs is monitored and reviewed from time to time. 

70. According to the figures, given in para 54 the red!~ction in old 
arrears exceeded fresh build-up during !he years 197.1-74 and 1973-76. 
Jf that were so, the overall arrears at  the end of these years should 
have. the Conunittee pointed out, gone down indead o f  gaing up as 
at actually did. 

I n  reply, the Department of Revenue have clarified:- 

"The figiues referred to above were furnished in reply to the 
advance questionnaire of the Public Accounts Commi~tee 
and were intended to illustrate the continuing nature of 
tax arrears in that while the demands outstaadinq a? the 
beginning of a financial year are collected reduced to a 
substantial extent by the year and. the arresrs go tip main- 
ly because a part of the fresh tax demand raised during 
the course of the year remains uncollected at the year end 
and this becomes fresh tax arrears. These fig~tres by 
themselves do no! account for the comp1e:e arithmetic oil 
the various steps in the chain of opening balance, additions 
for example, the said figures do not reflect completely 
effect of additions to the arrenr's due to demand received 
on transfers from one charge to another or due to adjust- 
ments on verificztion or appeals/revisi~ns.~ 



K RECOVERY OF TAX ON PAYMENTS TO CONTRACTORS AND 
WINNINGS FROM LOTTERIES 

71. Para 1 (b) of the Report of the C&AG for the gear 1975-7C\ 
shows that during 1975-76, Rs. 27.31 crores was deducted at source on 
payments made to Contractors and Rs. 1.12 crores on Winnings lrom 
Lotteries and Cross-word puzzles. 

72. The Committee desired to know whether, considering the fact 
that payments to contractors all over the country are quite substan- 
tial and that almost every State in India runs a Lottery, any checks 
-were being exercised to guard against the possibilities of short re- 
coveries and le. kage of revenue. In reply, the Department of Re- 
venue have stated:- 

(a) "Every year an annual circular is issued to all concerned 
explaining the various provisiors relating to deduction of 
tax from winnings from lotteries or crosswcrd puzzles. 

(b) As regards deduction of tax from the payment rnsde to 
contractors, detailed circulars were issued from time to 
t m e  for +he guidance of the persons responsible for deduc- 
tion of tax from the payment made to contractors or sub- 
contractors and for proper enforcement of :he provisions 
in this regard (Board's circular No. 86 da'ed 29th May 1973, 
93 dated 26th September. 1972 and 95 dated 15th Novem- 
ber, 1972). 

{c) A brochure was also published in June. 1975 under the "Tax 
Payers Jnformation Series", explaining the provisions relat- 
ing to deduction of tax at source oy: of payments to contrac- 
tors or sub-contractors in simple language for the benefi; 
of such persons. Ins*uctions were also issued to thc Corn- 
missioners of Income-tax in this regard (Bmrd's Instruc- 
tion F. No. 380j3j75 dated 3rd February, 1975 and 3rd 
1976) . 

i d )  For the purpose of exercising efi'ective follow-up action 
and enforcement of tax deduction at source. necessary 
instructions have again been issued vide DI's letter No. 
Audit-9\77-78, DIT dated 28th December. 1977 and Board's 
lettev F. No. 275!116/77-IT(B) dated 6th January, 1978. 

(e) It is also proposed to take up the mcutter regarding tax 
deduction a: source on contract payments suitably with 
Government Departments." 



L. APPEALS AND STAY ORDERS 

73. Demands of Income-tax (including Corpolr~bion Tax) stay& 
as on 31st March, 1976 and 31st March. 1977 on accouni of Appeals. 
and revision petitions were as under:- 

(a) By Courts. . . . . . . . . 32.1!7 19-55 

(b) By Income-tax autlioritirs. 

(iii) For n t i r r  reawns . . . . .  . . I o . . t j  IQ -25 

74. According to para 3 ii) of the A ~ d i t  Report, for the year 1975- 
76 the number of appeals pending with the AAC, was 2,21,619 as on 
30ih June, 1976 of which as many as 42,570 was over 18 months old. 
Asked about the amount of tcx locked up in these appeals and the 
measures proposed to reduce this pendency. the Department of Re- 
venue have furnished the following reply: 

"In order to clear thc bacirlog of old appeals, the AACs are 
allowed weightage i.e. appeals prior to two years of the 
current year are equated to disposal of two ordinary 
appeals. The Board and the Directorate are cons'antly 
watching the disposal of the old appeals and whenever it 
is found that this is not receiving adequate attention, Com- 
missioners are addressed. This aspect is especially looked 
into, discussed with AACs and commented upon atwing the 
inspections of Commissioner charges." 

75. The Com1ni:tee were informed in evidence by a representative 
of the Central Board of Direct Taxes that the Board attached w t  
importance to the disposal of what t h y  called "High Demand Appeal 
ceses" i.e. where the outstanding demands exceed Rs. 25,000 in places 
other than Bombay and Calcutta and Rs. 50,000 in places in Bombay 
and Calcutb. 



76. The Department of Revenue have, in a note, intimated the 
following position of pendency and dispcsal of high denland appeal 
cases:- 

Opening Balance . . 2,278 
Institution during year . . 9,209 
Disposal during the year . . 8,742 
Balance as on 1-4-76 . .  2,745 

77. As on 1st April 1978, out of pendency of 2.745, the ~turfi!~r of 
high demands appeals over 3 months oid was 1,588 and ihe halance 
were on1.y 3, months (or less) old. Analysis of age-wise pendency as 
on 1s' April, 1977 made by the Department of Revenue has siwwa 
that 1,464 appeals were over 3 months old and the balance of 1,963 
appeals was only 3 months (or l e ~ s )  old 

78. In a na:e furnished after evidence. the Committee have been 
informed: 

"The nurnber of cases in which stay orders were passed by the  
field authorities is not readily availab!e." 

79. Asked about the grounds on .vhich the field auth.~i'ties had 
been granting stays. t.he Department have intimn'ed rhc foilowing: 

(i) den-imd disputed in appeals. 

(ii) demand pending verification of the claims of pre-paid 
taxes. . t I: 

(iii) denland pending disposal of rectification claims. 

(iv) demand involved in protective assessments. 

(v) demand relating to income accruing outside the country 
laws of which restrict or prohihit the remittance of such 
income to India. 

80. The Commi!tee wanted to know if demands were Y; ayed not 
only by the Courts but also by the Departmental authoritis. The 
represent-tive of the Deptt. of Revenue stated "Even the Tribunal 
stsy the demands." 

81. Asked whether Department proposed to analyse the 
for stays granted by the Department, the wi!'.ness assurd:-- 

"I will undertake a representative sample study of a few cases 
That will bring out all these points as to why these de- 
mands have been ptayed by the Depaftmental officers-" 



82. Asked whether some ~mifonn criteria were followed by the 
Department, in the matter of stays, the Secretary, Ministry of Fin- 
ance, stated: 

"First of all, I wanted to say that by and large, this has been 
the approach. Secondly, in  respec: of norms, the wide- 
lines have been issued by the Board that where the 
amount in dispute is quite substantial and where impor- 
tant points of law and interpretation arise, in such cases 
stay ought to be granted. This is the general guideline 
given. The rest of it is discretionary for the aappellate 

authorities and to the best of our knowledge and this, of 
course, would again be a matter of statistics, the appellate 
authorities have been generally granting stays and not 
refusing them. If you ask in how many cases the stay has 
been refused. to the best of our knowledge, there will be 

very few such cases." 

83. In replv to a question whether there had been cases where the 
Depaetment was of the view that the discretion was not exercised 
judiciously by an Income-tax authoritv and, therefore had gone In 
appeal ,to get the stay vacated, the Department of Revenue said in 
evidence: 

"Generally. I have not come across any case where the income- 
tax oqcer grants a stay and v:e have tried to queation that. 
In some cases, where the Commissioners. when they re- 
view these cases. if they feel that stay should no: be given 
for a long period or it should be reviewed now that the 
financial position of the assessee has improved, he admini- 
stratively asks the I T 0  ta revise the stay order sui!ak?y." 

84. The Committee wanted to know if there were possibilities of 
aver-pitched assessments in such cases, The witness replied: 

"We are sad!y conscious of the fact that there are some cases 
in which the so-called over-pitched assessments are made. 
That 1s why the law was amended that where the IT0 
wants to make an  addition of more than Rs. 1 lakh to the 
returned income, he should submit .the draft ,assessment 
order to the IAC and then the IAC gives a hearing to the 
assessee. The idea was that a senior and more seasoned 
mind should be brought into play while making such hl~ge 
additions." 



85. Asked to state the steps taken to see thaL over-pitched assess- 
ments were not made, the witness qhted: 

"Earliier we tried to solve this problem by issuing administra- 
tive instructions. As I jusb4 now s;lbmilLted, the whole 
thing has now been put on a statutory basis that where 
the addition is more than one lakh, then it should be adju- 
dicated upon by a higher officer who can bring into play 
a more matured mind and a more independent judgement 
as to whether the addition is justified and should be made 
or not." 

M. PROSECUTION OF DEFAULTERS 
86. Sections relating to prosecutions for various offences under 

the Incometax Act, 1961 were made more stringent by Parliament 
w.e.f. 1st October, 1975 by the Taxalion Laws (Amendment) Act, 1975 
(41 of 1975) which substituted sections 276B, 276CC. Under these 

sections the penalties pres-ribed for va r ix~s  offences are as under: 

iiij Failure t t ,  r111n1,lv with tlir Kiq,rou\ irnpri\nnnl~-nt l;m a trrrn which rx l rnd  to  two 
p r o \ . i h n  I$ S.~i>-Svr: ion ( I )  ,cars prc;\.idvd 1 1 . a ~  in t h r  ahacncc ol special a d  
an~I,:{; ofSr.rrior~ I 78. arlrquatc rcasr.xis rhr ccmt~ a1 \ to br rcccrdtd ir the 

iudpmwnt of chr Court. such impruonmmt shall no t  
b r  f i ~ r  Irss than sir  months :Srcrion o;C1.A\. 

!iiir 1:ailurr t t ,  drducr or  pay tax. Iri a caw \vhrrr t h r  arnrnrlnirnt of tax wich he hm 
failed to or  pav rxcr rd  Ks. I . t x ~ n m  with rigorous 
impr i~onmrnt  for a trrni whirh shall not br lrss than 
.ilx months but which nra? rxtrnd to  7 v r a n  and with 
linr. 

I n  anv  othrr  caw, with rigorous imprisonmrnt for a ttrrm 
which shall not br:lrss than thr r r  months but  which 
mav rxlrnd to 3 v c a n  with finr. (Srction 276B). 

(iv) Willful a t t rmpt  to rvadr  tax I h  
r tc .  

(iv) Failurr to  furnis'r r r t u r n  of [)$I. 

Incontc 
- - -  ---- - - 

87. Central Board of Direct Taxes have issued the following 
instruction I circ~ilars: -- 

(i) Circular No. 171) circulated under Board's F. No. 131 (17) ( 
75-TPL dated 30th September, 1975 



(2) Ins~ruction No. 10821 circulated under Board's F. No. 285,) 
362177-IT (NV) , dated 6th August, 1977. 

(3) Instruction No. 1100 cimulated under Board's F. No. 3851 
373177-IT(1NV.) dated 23rd September, 1977. 

88. The Committee pointed out that th0ug.h various sections ae- 
lating to prosecutions for offences under the Income Tax Act, 1961 
were amended w.e.f. 1st October, 1975, the Central Bo:.rd of Dir'e. t 
Taxes had addressed the Commissioners of Income-tax only on 5 
September, 1977 to find out what action had actually been taken to 
implement the amended provisions. Asked about the reasons for this 
inordinate delay, the Depastment of Revenue have explained:- 

"Commissioner of Income-tax is the competent Authbrity under 
I. T. Act at  whose instance prosecutions under the various 
sections of the I. T. Act can be launched. Amendments 
made by Taxation Laws (Amendment) Act, 1975 
w.e.f. 1-10-75 in the various Sections relating tq 

( prosecutions fibr various offences under the I T. Act were 
accordingly explained to Cs. I. T. as soon as the relevant 
sections came into farce vide Board's Circular No. 179 
dated 30-9-75 for necessary follow up action. Subsequent 
circulars dated 6th August. 1977 and 23-9-77 were, there- 
fore. in the nature ( f  reminders exhorting them to resort 
to the provisions of these new sections in all suitable 
cases." 

89. The Committee desired to be furnished with a Note on the 
salient features of the Monitoring System followed by the Board a t  
present and h ~ w  the aforesaid deficiencies were proposed to be remo- 
ved to make the system more effective. In reply, the Dep:~rtment of 
Revenue have intimated that the matter regarding collecting this in- 
formation on a regular basis ;.: under consideration. 

90. I t  was stated during evidence that the Commissioners were 
directed to use more vigorously the power to attach the immovable 
property and to consider sending the assessees to the jails and the 
Board has taken a direct responsibility of collecting arrears of Rs. 25 
lakhs and above. The Committee desired to know the action that has 
been taken in the case of each of ti-idefaulting parties against whom 
a substantial amount has been outstanding. To this the Secretary, 
Ministry of Finance stated :- 

"In fact, action on all fronts was being taken on a continuous 
basis. I did however concede that the prime objective of 
&he Department was .to collect the revenue and to collect 



the arrears and not necessarily to put people in jails. If it 
was found exl ier  to collect the arrears by other means, 
then we would prefer to do that. I W ~ U M  like to place be- 
fore the Committee a detailed account of the action taken 
in 1975-76 and 1976-77 and these are in respect rf 8 major 
income tax charges. I will mpntion some of th:  brief parti- 
culars, but we will submit a note to the Cr mmittee in writ- 
ing in full dctlil. R e g d i n ?  ?malty wider section 221, 
there are a number of cases where the assessees exceed 
Rs. 1 lakh. The number of cases is 387 and the penalty 
amount was Rs. 1 crore and 38 lakhs. Yesterday, a speci- 
fic question was asked whethrr we would levy this pen- 
alty at  all. I can give you a number of cases and the ac- 
tual amount which was levied as penalty. 

Then, in the case of action under Secti:.n 179, this, of course, 
is an area where the Directors of the companies are involv- 
ed which are in liquidation. One can proceed against the 
Directors. There were only two cases reported from the 
Bombay city. There was one case from Andhra Pradesh. 
As regards action ~inder sectim 281. there were 492 cases. 
This is for f raud~~lent  transfer. Then, we have a break-up 
of shares and moveable end immoveable property. Tnere 
were 86 case; where shares were attached of the value 
of Rs. 45 lakhs. This is in rel?+inn to one year. Then there 
were 2137 c:-ses . ~ f  <he \ral-lct ,..I' ;b. 20 crores and 27 lakhs. 
This belongs to moveable pr >pert?.. Then in the case of 
immoveable property, there were 1550 cases of the value 

#of Rs. 120 crores and '73 lakhs. This is also in oncyear." 

He added: 

"This is for attachment of property for the arrears. Under 
section 132, there were 251 cases of the value of Rs. 8 
crores and 38 lakhs. Then action under section 226 is in- 
volved where seizure of salary had taken place. There 
were 527 cases of the value of Rs. 115 lakhs. Then there is 
action under section 263(d) regarding debt. There were 
779 cases of the value of Rs. 10 crores and 17 lakhs. Then 
there were 49 cases of the value of Rs. 69 lakhs. This is 
regarding the sale of immoveable property. Then there 
were 222 cases of the value of Rs. 64 lakhs. The statement 
is in respect of one year cnly. !hat is, 1975-76. I have a 
statement regardiing 1976-77 ~vhich w3uld certainly indi- 
cate that in all the Commissioners' charges, there had been 



action taken on all fronts, particularly in the  matter of 
attachment of property. The statement would indicate t h a t  
there are continuous activities going on and action is 
being taken all along the line. This is not a question of 
one or two cases, some of the cases, as I mentioned, are  
of the value of Rs. 120 crores and the moveable property 
of the value of Rs. 120 crores was attached in that parti- 
cular year. I t  is quite a sizeable acticn. In the next year, I 
find the figure is of the value of Rs. 118 crores regarding 
immovable property." 

91. Asked what was the actual number of cases in which prosecu- 
tions under the amended provision of the Income-tax Act have been 
launched so far  since 1.10.1975, the Department of Revenue have in 
a note furnished after evidence intimated:- 

"The information is being c:llected from the Cs. I.T. and will 
be furnished as soon as possible." 

92. The Committee wanted to know if prosecutions were launched 
in any case where arrears of tax demand exceeded Rs. 20 lakhs. In 
reply, the Committee have been informed that:- 

"No prosecution has so far been launched under amended 
Section 276-C (2)  in any case where arrears of tax demand 
exceed Rs. 25 lakhs However, as mentioned earher, as a 
result of scrutiny already made of arrear demand of tax 
exceeding Rs. 5 lakhs in the aggregate as on 1.8.77, a few 
cases have been noticed which prima facie come within 
the mischief of Section 276C (2). which are being processed 
for launching prosecution in consultation with Prosecution 
Counsel Ministry of Law." 

93. Under Section 220 any amount (other than bv way of advance 
tax), specified in the notice of demand is payable within 35 days of 
the service of the notice. If the ;mount is not paid within that 
period. the assessee is deemed to be in default and is liable to pay 
simple interest a t  12 per cent per annum. Considering the fact that 
the rate of interest charged is only 12 per cent simple interest 
whereas in the market it is difficult to get lran at this rate, the Com- 
mittee enquired whether big assessees would not feel tempted to let 
arrears go on for years together. In reply the Secretary, Ministry 
of Finance stated: - 

"Same businessmen might have been using it deliberately as 
a working capital. For this reason, we will have to have a 



fresh look at  the interest rate. As regards the penalty, it 
is a part  of the whole process and some judicious decisions 

' have to be taken there." 

94. On being pointed out that in the case of big assessees, the rate 
of penalty should have been much higher because they are in a 
position to pay, the Secretary, Ministry of Finance has stated during 
evidence: - 

"What you say is correct that the Department is charging a 
higher rate of penalty on small assessees." 

95. In a note furnished after eviden e .  t h e  Derartrnent of Revenue 
have informed that: - 

"The matter regarding adequacy of th?  rate of interest ujs 
220 (2) is receiving considera tion." 

96, The Committee desired to know in hcw many cases were the 
outstanding amount exceeded Rs. one lalih. prosecution hsd been 
launched. The representative of the hlin!siry of Finance stated during 
evidence: 

"Recently after thc amendment c;f Scctirn 276-C(1), where 
the assessees have been deljberatelv defaulting. it is pos- 
sible to prosecute them now." 

97. In reply to query as to when this amendment was made, t h e  
witness stated: - 

"I took effect from 1.10.75 Mrt requested all the Commis- 
sloners of Income-tas to rev:cw a11 the cases were the de- 
mands outstanding exceeded Rs 1 lakh, rf'e have received 
the rep:wts from all the Commissioners. Unfortunately, 
there is always 3 certain amount of time-lag between pas- 
sing an amendment and taking action bv the Department. 
I submit that there has been n time-la9 in this particular 
case. We wrote to them in September. 1977 to find out 
what action thev took." 

98. When the Committee pointed out thnt i t  had taken two years 
for the Board to find out what action the Commi~sioner took, the wit- 
ness conceded : - 

"I admit this mistake on our part." 



W. I n  this connection, the representative of the Ministry of 
P i n a m e  has further stated: - 

"It is a fact that no form has been devis,ed to find out all 
these things. We asked for what action had been taken, 
but we asked for the information in September, 1976." 

T h e  witness added: - 

"i would submit that we did not call for deta 1s about the 
actual prosecution ear!ier under this particular section." 

A s  regards reviewing prosecution cases, the witness said: - 

"We get a quarterly statement and all cases are under cons- 
tant examination; where prosecution is necessary, where 
attachment is made. it is constantly under review." 

100. Asked whether there was anything in writing that the 
power was not adequ3tely used by the Commissioners, the repre- 
sentative of the Board stated durins evidence: 

"It is true that we have not been monitoring so tar  the cases 
in which actually ac:ic,n has been taken either for provi- 
sional attachment under section 281 (B)  or where prose- 
cution has been launched under section 276(C) .  We will 
67 it hereafter..  . . i t  is quite probable th:\t action might 
h3ve been taken in some cases. For example. I a m  per- 
sonally aware of a case where attachment has been made 
verv recently where the amount involved runs into a few 
crores. But as has been suggested very rightiy by the 
Hon. Member. we will monitor them in future and sub- 
mit the relevant statistics to the committee, if required." 

101. The number of assesses where the arrears are about one crore 
b 44 and these cases are  supposed to he actively supervised by the 
m r d .  I t  was st3ted during evidence that  in t h k  bmckt-t of 14 
ases, in one year the gross outstandings have gone down from 
Bs. 112 crores to about R s  60 crores and the number of cases has 
come down from 44 to 25. 

When it was pointed out that the details of these cases of big 
a r rea r s  of over Rs. 1 crore should be readily avail, ble with the  
Board, the witness stated:- 

'We have to supervise about 800 caws in which demands will 
be above Rs. 10 lakhs. This Rs. 1 crore sample, is a part 



of it. As I was submitting we get quarterly information 
from the Commissioners about all these aspects and we 
have compiled certain information and if the Hon. com- 
mittee desires certain further information, we will be 
able to collect it from the information available in our 
office and submit it to you tomorrow or the day after." 

102. While referring to this list of high bracket assessees, the 
Committee pointed out that in no case the Department have taken 
coercive action except in Haji Mastan's case where the property 
was under attachment by the competent authority under the 
COFEPOSA. When asked how it was that no coercive action of 
the type contemplated under Section 208A was not found to he 
called for in respect any assessee or was it that big assessees always 
managed to escape, the Secretary. Ministry of Finance stated:- 

"In the statement we have said that coercive action has been 
taken against a number of people. If you see item 48- 
Indian Espress-immoveable properties have been at- 
tached. Similarly. in the case of item 50-Sr. Ram 
Durga Prasad-his house property in Bombay and Vizag 
1vel.e attached There are attachment proceedings indi- 
cated in this very statement." 

103. In reply to a question whether any norms have been fixed 
to  attach properties and to put a person behind the bar, the witness 
stated: - 

''No definite norms have been laid down as such on this point. 
Decision is alnays taken on the facts of each case. At any 
point of time. wherever the Income-tax Officer comes to 
a feelins that the assessee is not cooperating or that he 
does not have adequate resourctrs. so as to ensure the 
safety of the revenue, he attaches the property. Some- 
times they attach the mo\-able property of the assessee." 

104 When asked who guides the I.T.O. to take these actions the 
Scnrc+ap\r, Ministrv of Finance replied:- 

"I do not want to comment on that. Bigger cases are, as I said 
already, monitored by the Board with a view to this 
safeguard. so that no individual Income-tax OWcer or 
Commissioner could misuse his discretion in this regard." 

105. During evidence, the Committee wanted to k n w  whether 
coercive measure like rigorous imp~isonment etc. in respect of 
789 LS-4. 



those who had assets, would not facilitate the recovery of taxes. To 
this the Secretary, Ministry of Finance stated: - 

'The Income-tax Department's philosophy of collection does 
not consist in immediately launching prosecution and at- 
taching properties." 

N. WRITE OFFS 

106. The Committee pointed that if the Department of Revenue 
continued to be soft with assessees who were in default and went on 
writing off arrears of tax year after year, interest of revenue were 
bound to suffer. The Committee, therefore, desired to know what 
amounts oZ arrears of tax were written off by the Department dur- 
ing the last 7 years. In reply, the following information has been 
furnished by the Department to the Committee:- 





107. The following is the Bracket-wise analysis of the cases of 
write off of arrears relating to the years from 1970-71 to 1976-77 as 
given by the Department of Revenue:- 
-- - - - . -  -- - -- "- - 

Financial Year Range An~ount Written off 
-- ------- 

1970-71 . . Upto Rs. I lakh . 1 ~35,48936" 

Between Rs. I to 5 lakhs: 1~%13,93!, 

Brtwcen Rs. 5 to lo lakhs. . l,lz,go,7gG 

Ovcr Rs. 10 Iakhs. . 193.1t04,202 

Upto Rs. I lakh . 2.06.25199 

Betwrcn Rs. to 5 lakhs. 51L3o.Mt1 

Brstwren L. 5 to 10 lakhs. ng,@,n I I! 

Or-r R-i. ro lakhx. I .80,H:j.512 

. Upt'., K\. I 1,rkli 

Betwc.rn Rs. I to 5 lakhr. 

Betwren Ks. 5 to i o  lakh. 

OverRs. lo  laths. . 

Cp o Rs. I O  lakhs. 

Over R-.. 1 0  lakhs. . 

Upto Rs. ro lakhs. . 
Ovar Rq. 10 lakhn. . 

. . Upto Rs. 10 alakhs. . 
Ove Rs. lo lakhs. . 
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0. DELAYS IN DEPOSITING CASH SELZED 

108. On 30 November, 1974, the Central Board of Direct Taxes 
issued the following instructions:- 

"lnstances have come to the notice of the Board where action 
has not been taken immediately after the search for de- 
positing the cash seized in the Personal Deposit Account 
of the Comm.ssioner as required under sub-rule 12 of 
Rule 112 of the Income-tax Rules, 1962. Board desire that 
cash seized in the course of the search should invariably 
be deposited in the Personal Deposit Account of the Com- 
missioner immediately after the search except when it is 
to be retained for special reasons as d-scussed in para 3 
below. 

S:in~l*~rl,: ?t!icl valuable assets %e3zed in the course, - f  search 
should also be deposited with any branch of the Re- 
scr\.e Ran+ of India or the State Bank of India or of its 
subsidiaries or Governmcmt Treasury as required under 
sub-rule 12 of Rule 112 of t!ie Income-tax Rules. 1962 im- 
~ n e d ~ a t e l y  atter the seizuTe 

Sometimes i t  I:ecor:es r::,.cc. sary to retain ihe seized currency 
without depositing the sanw in :he Persoml 'Deposit Ac- 
count of the Commissioner concerned to preserve the 
identify of currency notes from the yoint of prosecution. 
For example. in a case \\.here cilrrewy notes were seized 
in the course of n search, the rtsscssee c1aiinc.d to have 
obtained the cash on n particular date, whereas the cur- 
rency notes were found to bear the Reserve Bank of India's 
stamp which indicated :!I?! the  nr)tcs were :ctually issued 
on n date subscq~ient to  the d::tc. claimed by the assessee. 
I n  a case of thiz t)-pe, the rctcntion of currency notes is 
necessa!-y ;IS a ;>ie,c e~ : id rnc~  for launching prowcu- 
tion to  prove the falsity of nrsessce's clnirn. In such 
cases. the Commissioner of Income-t;!s m3y. after con- 
sultation with the Prosec~ition Cou~se l .  rc!xir, thc cur- 
rency in original form and rc.co:.d his r e a s a s  for doinq 
so, if in a c~aszsc, retention of currency notes in its original 
form is found necessary, the s n v c  may be placed in a 
package and k c ~ t  in safe cus!ody of a banki:tresury as 
specified in the Rules." 

109. Department of Revenue have intimated that since 1972-73, 
there were 75 cases (28 in Delhi, 46 in Bombay and 1 in Tamil Nadu) 
where seized cash could not be deposited in the Personal Deposit 



Account of the Commissioner of Income-tax within 3 months of the 
seizure. A list of these cases is enclosed (Appendix IV). 

110. The following are among the reasons for the time-lag between 
the date of seizure of cash and its deposit in the bank in the concern- 
ed Commissioner's personal Deposit account: - 

(i) The possibility of the seized cash serving as evidence to 
establish that it was not accounted for, in some of* the 
cases. 

(ii) Searches being conducted in too large numbers at too 
short intervals during certain periods and the deployment 
oi all the available staff in these searches with consequent 
failures in the prompt deposit of the cash. 

(iii) The delay involved in the procedural requirement of the 
bank for acceptance of the cash and the inadequacy of 
staff in the commissioner's office to comply with these 
requirements. 

Giving the Istest position. the Dep-trtment of Revenue have 
intimated: - 

"Confirmation has since been obtained from all the Commis- 
sioners of Income-tax that no seized cash is kept by an?.- 
one of them at present in the.r strong rooms for more th.ln 
the minimum period needed to make the deposit in hank 
in accordance with the existing instructions. I t  may he 
added in this connection that cash which is not sent to 
the bank is kept se. led in the strong room in thc Tncome- 
tas  Offices; and these sealed packets are not opened es- 
cept in the presence of the concerned a s s e w x s  i l ~ l c : i ~  t ' . . ~  
cash is in transit to Bank. Particu!ars of thc sciz~d ~ ; r s h  
kept in the strong room arc recorded in r c i s t c r ~  mnin- 
tained for the strong room." 

111. The question of Arrears of Tax Demand is a one over which 
the Public Accounts Committee have been continuously expressing 
great concern and Riving concrete suggestions [(6th, 21st. 28th. 46th. 
Reports (Third Lak Sabha) 3rd. 17th, 73rd, 76th. 117th Reports 
(Fourth I,vk Sabha), Slst, Nth, 115th. 150th, 186th Rcports (Fifth Lok 
Sabha)]. The last mentioned Report is the Review Report on action 
taken by Government over the past several years on the recommen- 
dations of the Public Accounts Committee. The relevant para- 
graph~ are contained in Chapter XI thereof. The Committee are 

,*i ' r ,  



distressed to find that despite assurances held out to the Committee 
in the past the special drives launched by the Central Board of 
Direct Taxes, the additional posts created a t  various levels, the  
Scheme of incentives and rewards and working improvements made 
to the law, rules and procedures, there has been no perceptible ef- 
fect on the growth of arrears of Corporation Tax and Income-tax. 
The 'Gross Arrears' compoising Corporation Tax, Income tax, in- 
texest and penalty, which stood at Rs. 790.02 crores at  the end of 
1972-73, have after registering an increase year after gear (except 
in 1976-77 when the arrears came down to Rs. 873.56 crores as against 
Rs. 993.79 crores in 1975-76) have reached an all-time high figure of 
Rs. 1.008.76 crores as on 31-12-1977. Arrears of tax is the problem 
which has been engaging the constant attention of the Committee 
and they have been giving concrete suggestions in many of their 
past reports to resolve the chronic problem of mounting tax arrears, 
the action taken by (iovernment on these suggestions was review- 
ed by the Committee in their 186th Report (Fifth Lok Sabha). It  
is, clear that the steps taken by Government have had an insign%- 
cant effect on the growth of tax arrears. The Committee feel that 
it is high time that Government took a fresh look at the problem 
of soaring arrears of tax demand and devise more effective steps to 
rnininlise and contain the problem. 

112 The Committee nolc that from 1 April, 1973, the work of 
supervision of recovery of arrears of taxes was allocated amongst 
\ ariour authorities Supervision of recovery in case of arrears es- 
reeding Rs. 1 lakh hut belonv Rs. 5 lakhr was allocated to the Com- 
nli.&mc.; of Income-tax and cases of arrears csceeding Rs 5 lakhs 
hut hrlow Rs 10 lakhs to the Director of Inqwction (RSS&P) The 
srlpcrxi4on of cases of arrears above Its. 10 lakhs, was to be that of 
Ccwtral Board of Taxes, itself In thc re-allocation of uork made 
from 1 April. 1!K4 responsibility for supt~rrision of cases of arrears 
c>xceeding Its 5 lakhs but below Its. 10 lakhr was transferred froria 
Director of Incrxx-tion to the Commi\sioners of Income-tas Ex- 
plai~~ing the \ignificance of allocation of supervisory responsil~ili~v 
over uork of irrrcars of tns at variow levels, the representati.rt~ of 
the Department of Revtwite stated in cridcnce that despitc such 
allocation "direct respotlsibility" for inking- action under the various 
sections of thc law restcbd solely and squarely on the Income Tax 
Officer and that the Central Roard of Direct Taxes exercised only 
"Scneral snpervision" hy getting quarterly Dossiers and inspection 
visits to irdministratire zones to make on the spot appraisal of cases 
where tax demands exceed Rs. 10 lakhs. While the Committee agree 



that responsibility for completion of assessments and enforcing re- 
covery of tax due in each case must continue to rest with the In- 
come Tax Officer, the Committee feel that the Central Board of 
Direct Taxes being the highest authority for direct tax administra- 
tion in the country should not rest content WIL a passive role but 
should assume a more active role of giving a positive lead to field 
officers and see that cases involving tax arrears of Rs. 10 lakhs and 
above are processed with the expedition they deserve. There are 
33.13 lakhs awecsees against whom gross arrears of Rs. 993.79 
crores were due a on 31-3-1976. Since the number of asessees for 
which the Central Board of Direct Taxes is responsible (i.e., cases in 
which arrears exceed Rs. 10 laklis) to supervise the recovery w o ~ k  
is hardly 800, it should not, the Committee feel. he dif ic~dt  for the 
Board to see that the arrears are recovexd in these cases without 
further loss of time. Concrete steps taken by the Board in this re- 
gard and the total amount of tax realised out of thcse arrears may 
be reported to the Con~nlittee. 

113. The Committee made a sample chetk of Dorsiers nuin- 
tained by the Central Board of Direct Tnscl* and found to their 
utter dismay that adequate folluu--up on caw\ for uhicli the Roard 
was responsible. to supervise the recovery of 7rrears was lacking. 
To cite only a few instanccc. in one case, thv rwovcr? of artcars 
relating to the assessment year 1973-74 had been 4t'tyed b:, Delhi 
High Court and in the Dossier for the period ending 3!1 June. 1977 
the Commissioner had remarked that the Board was requested on 
14 June, 1976 to move the Delhi High Court to disposr of the writ 
petition early The Dossier did not i ~ d i t a t e  what further action, 
if any, was taken on it  In another caw, though the arreiIr4 of dtb- 
mand related to assessment years 19G2-63, 19(i7-68 and 1970-71. the 
assessments were made ex p-trte only in 1873. The Committer wcrr 
given to understand that the assessee was engaged in the racket of 
'compensatorv pavnicnts'. The aqses5ee war a partner of a firm 
which was cloced on 31-8-1874. leaving no assets In get another 
ease. though the Inqpecting Assistant Commissioner had rccun~mend- 
ed in March. 1975 liquidation of a limited company arid prosecu- 
tion of its Directors. the Dossier did not show whether the Board 
had pursued the matter adequatelv An idea of how such delays 
and indifference by Income tax adniinistration can jcapardiw the 
prospects of recovery of arrears can be had from the details of an- 
other case. In this case, the assessments for the years 1944-45, 1948- 
49 to 1952-53 and 1957-58 were made in March, June and Septem- 
ber, 1970, October. 1972 and March, 1774. The Committee learnt 



durling evidence that this Compslly had been a -fitable con- 
cern for a number of years but by the time assessments were com- 
pleted, only a shell of it was left. In another case, the Commis- 
sioner granted stay of recovery of Rs. 2.20 crores in respect of assess- 
ment year 1973-74 and that too without taking any security from 
the assessee. The Committee recommend that the Central Board 
of Direct Taxes should keep a close watch on developmets on each 
of the cases for which it is responsible and guide the Commissioners 
of the steps that they should, on the facts and circumstances of each 
case, take in the best interests of revenue. I . . 

114. The Committee are surprised to note that despite setting 
up a Special Cell in the Central Board of Direct Taxes in 1973 to 
IZCCP a ~ a t c h  on the work of recovery of arrears of Rs. 10 lakhs 
each, the number of assessees with arrears of Rs. 25 lakhs each was 
first given as 238 as on 31-3-71 (whirh figure was supplied to Audit 
also vide Audit Report 197334). It was later changed in January, 
1976 to 261 as on 31-3-1971 with tire total denrand outstanding go- 
ing ap f:om Rs. 133.66 crow\ to Rs. 153.44 crores. Department of 
Revenue hare explained that the method followed durin!: 1975-76 
and 1976 77 wa4 that the Comnlissioner-\vise Dossiers were initial- 
15 scrutiniwd b j  an officw of  the rank of 1 . - i . 0 .  and thercafler put 
up to a I)epnt:, Secretary. In suitahle caws, thc matter wa5 plw- 
ed before the Member concerned in the Board. 

The discrqlrtncy nr?fflcq~tl rdlects adversely C.L the monitoring 
being done hy the special cell. The Committee recommend that 
thta work pt~orcdures in thc. cell should be reorganised in such a 
\vity that it is able a t  an>- time to indicate the correct latest 
position in regard to any erases of arrcnr exceeding Ks 10 lakhc and 
that the monitoring and yrogresshig done hy it is tlosc and efie . .t' ~ v e  
slrocvirlg conrrttc results. 

115 Thc Committc.e also note that h c c  1970, tlrc Depnrtnwnt of 
Rcvenrrc have- sanrtic~nccl 5 posts of Commi~sioners of Incamc Tax 
(created in licit of 3 p04fs of Additional C.ITs) and 27:! po& of 
Incomc Tas OfTiccrs (30 in Class I and 2 t 2  in Class 11) for "liquida- 
tion of arrears" rind "tax recovery work" The Committce have 
informed thnt with the discorrtinuancc of the functionnl schenlc of 
work w e.f I A p d ,  1973, Ilicre are, i t  has heal stated. no separate 
posts of I T.Os (Collection). Due to re-organisation in A~r.~ust .  1973, 
on the basis of the recommendations of Wanrhoo Committee these 
Commi~aioner~ have been given territorial jurisdiction like other 
Commbsioners of Income Tax, and they rare no longer functioning 



as Tax Recovery Commissioner exclusively. Under the Unitary 
system existing now, an I.T.O. is looking after not only the assess- 
ment work but also the collection work. The Committee are sur- 
prised that despite augmentation of staff strength during the course 
of last 7 years or so, the position of arrears of tax demand has conti- 
nued to be bad except during 1976-77 when the gross arrears de- 
clined from Rs. 993.76 crores as on 31-3-76 to Rs. 874 crores as on 
31-3-77. The Committee recommend that Department should so 
organise the work among the existing staff that the tax recovery 
work is given as much attention as the work of completion of assess- 
ment. 

116. The Committee were informed as far back as in  December, 
1970 that the problem of mounting arrears of tax demand had been 
discussed in a Conference of Commissioners of Income Tax in May, 
1970 and a special drive call "RAT" (Reduction of Arrears of Tax) 
had been launched. The Committee find that despite this special 
drive, the gross arrears instead of decreasing remained stable around 
Rs. LOO crores during the years 1971-72 to 1973-74. Thereafter these 
increased to Rs. 935.96 in 1974-75 and to Rs. 93 79 crorcs in 1975-76. 
However, the special drive launched by the Dcbpartment, in 1976-77 
had some impact in as much as the gross arrears werc reduced to 
Rs. 873.59 crores in that year Unfortunately the Department has 
failed to maintain that trend and by 31-12-77. the gross arrears have 
moved up to Rs. 108.76 crores. The Committee recommend that rea- 
sons for failure of earlier special drives and particularlg of the set 
back during 1977-78 shodd he analysed and appropriate steps taken 
to make such drives a more effective 

117 The Committee find that yearly ra\h collections du r iw  
each of the years since 1971-72 were. on an average, no more than 
10.5 per cent of the total arrears. There has heca no year when 
Department was able to collect more than the current dcm:lt~d nu r -  
ing evidence, the Finance %crctary cxprewed the vitw (hilt i t  
would not he correct to say that "only cash collcctionr repres~nt  thc 
efficiency of the Department " While the Committee concede that 
not all demauds are recoverable instantly, they feel that the presrhnt 
rate of cash collection is quite low As far as the Committiv can 
see, at this rate of cash collection, thc prospects of liquidation of 
arrears of tax even in the distant futrrrc appear to he very dim 
Since cash collections arc taken into consideration hy Government 
at  the time of preparation of Budget estimates, Dcpartment'w in- 
ability to increase cash collections in the context of the evergrow- 
ing need for financial resources has the effect of incrcashig the inci- 



dence of taxation on the people and stands in the way of ra t iona l i -  
tion of tax structure. In  view of these grave implications, the Com- 
mittee cannot but stress too strongly the need to prepare a time 
bound programme for stepping up cash collections in respect of ar- 
rears of tax. . . 

118. The Committee recall that their suggestion made in 
paragraph 1.80 of their 73rd Report (Fourth Lok Sabha) regarding 
the amendment of the Income-tax Act to provide for tax on undis- 
puted income being paid before an appeal was admitted, was not ac- 
cepted by Government in hiovember, 1969. The Committee reite- 
rated the suggestion in paragraph 1.56 of their 117th Report (Fourth 
Lok Sabha) and paragraph 3.22 of their 51st Report (Fifth Lok 
Sabha). In 1975 the Government met this point by amending Sec- 
tion 249 of the Income-ta.x Act though the Taxation Laws (Amend- 
ment) Act, 1975 w.e.f. 1-10-75.. .The Committee are convinced that 
with this change in law, it should not be too difficult for the De- 
partment of Revenue to reduce the arrears because they found that 
of the total t as  arrears as on 31-3-76 undisputed demands amounted 
to Its. 497.05 crorcs. The Committee would watch the results 
through future Audit Reports . . 

119 The Committct. are surprised to find that during 1975-76, 
only a sum of Us 27.31 rrores was deducted at source on payments 
made to contrartor\ all over India and Hs. 1.12 crores realised as 
tax or) winnings lronl Lotteries and Crossward puzzles The Com- 
mittee apprehend that considering the fact that payments to con- 
trnttors all over the country arc quite substantial and almost every 
Statc in India ran a Lottery, tax deduction from these sources is 
not being given the  attention that it dcwrves The Committee have 
hcen informed that twer? year a circular is iwwd by the Central 
Bonrd of Direct Taxes explaining various provisions relating to de- 
duction of tau from winning\ frcm lotteries or rrusswnrd puzzles. 
A\ regardv tax on payments made tct contractors, rrprvt from issuing 
circulars, the Board had i4sued a Brochure in June 197.4 under the 
*'Tax Payers lnfornlntion Service" esplaininS the provisions rclat- 
ing to deduction of tax at source out of payrllcnts to contracters or  
sub-rontrartors in simple lnngungc for the benefit of such persons. 
Suitable instructions Rere also issued to the Commisioners on 
28-12-77 and 6-1-78. The Committee recommend that the Board 
should take up this matter with the Government Departments. par- 
ticularly CPWD and State PIVDs and devise procedures to obviate 
the posibility of lc?akagc of revcnuc on this accoullt 



120. The Committee find that while the demands of Income-tax 
(including Corporation tax) as on 31 March, 1977 stayed b) Courts 
amounted to Rs. 19.55 crores ouly, the demands stayed hy Income- 
tax authorities themselves aggregated Rs. 88.73 rrores. l r r i s  gives 
the impression as if Income-tax authorities have been q u ~ l e  liberai 
in the matter of grant of stay orders, thereby contributing to accu- 
mulation of Gross arrears of tns. The Con;inittue wor~ld impress 
upon the Departmental officers the need to exercise du? restraint 
and caution in taking decisions in these matters. 

121. The Committee also view with concern that despite the 
Central Board of Direct T?xes attaching "great importance" to the 
disposal of 'High Demand Appeal Cases' (i  e. case$ where the out- 
standing demands exceed Rs. 25.000 in plare\ other than B w ~ b a y  
and Calcutta aud Rs. 50,000 in places in Bm*bap and C a l c ~ t t i i ~ .  the 
number of such cases has increaqed frnni 2,278 a.; on 1-4-1975 to 
2,745 as on 14-1976. and 3,427 as on 1-4-1977 The Committee re- 
commend that reasons for this adverse trend should be gone into 
and remedial measures taken to reverse it. 

I22 The Committee are perturbed to find that ihe.uch va~inus  
sections relating to prosecution for offences under thc Iticome-tas 
Act, 1961 were amended by Taxation Law5 (Amendment) Act, 1975 
(effective from 1-10-1975) and made more stringent. thc I)cpar?nlent 
of Revenue have continued to folluw a soft linc The Finanrc Serrc- 
tary stated in evidcnrr that thc Income-tau Drpartmcnt's "philo- 
sophy of collection does not conci~t in ;mmcdintcly I lwching prose- 
cution and attaching properties." There is not a single c ~ s r  of ar- 
rears of tax demand exceeding Rs 25 lakbs where Department has 
launched prosecution under amended Section 276CS(2) of the Act. 
A few cases of arrears of tax demand exceeditlg Rs 5 lak'is arc stat- 
ed to have come to the notice of the Department which p:ima facie 
came within the mischief of Section 276C(2) Thew raws the 
Committee, have been assured are being processed. The Committee 
disapprove of the approach of the Drpartment to soft mocIc.1 offences 
and are of the view that after the Parliament had mudc the luw 
more stringent, the Department of Revenue and the Ccntrnl Board 
of Direct Taxes should have seen to i t  that the amended provi4mc 
were followed by the Commissioncrs in letter and spirit The Com- 
mittee recommend that Commissioners of Income-tax may he ins- 
tructed suitaa ' 



123. The Cornmitt- note that under section 220, any amount 
(other than by way of advance tax) specified as payable in the notice 
,of demand is payable within 35 days of the service of notice. If the 
amount is not paid within that period, the assessee is deemed to be 
in default and is liable to simple interest at 12 per cent per annum. 
The Committee feel that this rate of interest is so low as against 
the prevailing rate of interest for loans raised in the open market 
that an assessee would be easily tempted to delay paytnents of arrears. 
The Committee recommend that the adequacy of rate or interest on 
unpaid tax should be examined .by the Department. 

124. The Committee find that during the last 7 years (1970-71 to 
1976-77), the Department of Revenue had written off arrears of tax 
to the tune of Rs. 38.64 crores. The Committee have been informed 
that these arrears related to (i) assessees who had died leaving 
behind no assets or who had gone in liquidation or become solvent, 
(ii) assessees being untraceable, (iii) assessees having left India 
(iv) assessees who are alive but have either closed their business 
or have no attachable assets; amounts involved being unenforce- 
able due to being duplicate or protective demand, (v) amounts writ- 
ten off on grounds of equity or as a matter of international courtesy 
or where the time and labour involved in usual remedies for realisa- 
tion were considered to be disproportionate to the amounts of re- 
covery. The Committee would like to be assured that arrears of 
tax in these rases were w r i t t ~  off by the Department only after ex- 
hausting all remedics available under the Income-tax Act for non- 
payment and fully satisfying themselves that arrears proposed to be 
written off were really irrecwerable. 

125. The Committee view with grave concern the fact that even 
tbough the instructions were issued by the Central Board of Direct 
Taxes in November 1973 that, as required under Rule 112(12) of 
the Income Tax Rulec. 1962, cash seized in the course of a search 
should invariably be deposited in the Personal Deposit Account of 
the Commivsioner "immediately" after the search is over, there 

ere as many as 75 cases (28 in Delhi, 46 in Bombay and 1 in T a d  
Nadu) where seized cash was not deposited in the PDA of the CoIb 
tri ,.:oner within 3 months of the seizure. In some eases the deltrys 
ranged from 2 to 3 years and the cash seized ran into lakbs of 
rupees. The Department of Revenue have attributed these delays to 
lnrge numbers of searches conducted at too short intervals and 
paucity of staff in the Commissioner's offices to comply with the 



rules governing depositing of seized cash. The Committee recom- 
mend that a firm time limit should be laid down in the Income-tax 
Rules and any violation thereof should render the official concerned 
liable to disciplinary action. 

NEW DELHI; 
April 27. 1978 -- - - . . . - . - 
Vaisakha 7, 1900 ( S )  

C. M. STEPHEN, 
Chairman, 

?%blic Accounts Committee. 



APPENDIX I 

(Vide Para 38) 

Stotonnf s k i @ ?  parricuhrs of 304 Assessec.~. nflri?ut whoin arrtsarr, demand w e r  Rs. 25 la& in euch case was mdfstoding as on 31-3-1976 

SI. Name of the 
No. Aacsces  

- - -- - - -  

I 2 

- - - - -  - . 

I M/s. A. P. State Road 
Transport G)rpn. !.td. 

2 Mr. B. N. Miick18nd 

3 B. J. GarnbIc- . 
4 E. J. Clrvrland . 
5 .J. M. Iarn  

6 H y d e r a t d  Ahmttrr 
Cnnrn t  Prrdt~cta I.td. 

7 Kanttrrma Hamanarna 

Ih-maw1 Total Period 
r r ra  ttd during 
during which 
76-  7 7 dr n~ancl 

created 

Ikrnand Caw Reduc- Amount Total  Balance as on 
in dis- Coll- tion at written of 31-3-77 
pute a* cction appell- off & Cols. Gross Net 

on during a te  reasons g to 
31-3-77 76-77 stage thereof 1 I 

during 
76-77 



Navab Pir Barkat Ali Khan 
Bahadur 

S. A. Fobb 

Sirpur Palxr Mills 

M/s. krickhapatnam Port 
Trust 

h4s. Sarvarap S w a n  Ltd. 

.U!s. Panyarn Crmrnt & 
Minerals Indu I A .  

3 

AP-I 

A1'-111 

AP-1 

AS'. 1 

AP-I1 

AP-I11 

Pi. L. K. Jha, Executor to thr I%ihar-1 
Estate of late Ganrshwar Sinph 

P. Kriihna Warirr . . Rrrala-11 

Smt. Mahim Kallatra . Krrala-I1 



2 I wr. R. B. S k a m  Durga- Do. 
pmad & Patcfichand Naningh- 
dar (Export) Pum 

12 Mlr. R. B. Shrmam Durga- h.] 
pood Pvt. Lid., Tunrnr 

a+ Sbri Ramnaraya. Mor, 
Tunmar 

-4 

25 M/r RPmkrirhna Ramnath 
(RF) Kamptce 

b.1  

16 MJr. Lahhmi Wire & Metal Do.1 
Industria 

27 Carborndurn Universal Ltd. TA-I 

341.15 15-3-66 243.82 
to 

Scpt., 76 



m-waOrpn. Tamil 
(P) Ltd. Nadu-111 

MIS. Matur ChemiCPL 8 
Indurtrial Corpn. Ltd. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 



42 Pcriyar Self Rspect Propa- Do. 31-75 
gads Imtitute 

43 An& French Textile Ltd. T.N. V 51.37 





. Do. 43'45 5 '61  49-09 30'4'68 5.64 
+om81 +o.81 to 

AD AD 93-77 

59 M/~.ThubhmBataprila. . Do. 116.84 71.86 188.70 .. ... 
60 hys. Y M a n  Iodurtrll Do. 92'77 r 91-77 a ~ - 7 2  19.57 

Invatmcnt Co. Ltd. to 
15-3-75 

61 hys. I d k n  Tek. Karnataka-11 I 16.14 86.66 01.80 Feb. 77 . . 
phone Indurbier Ltd. 

61 Shri Hiranayakashi Sahakari Karnataka 6s. 13 13.50 75-63 Jan., - 
!3akhrc Kukhane Nivamit I1 %ch., 77 

63 hys. Parwna and Whitmore Do. 91.81 8.54 103.35 4-3-76 ... 
France to 

95-76 

64 Shri M. R. Anthonbwamy . Do. ' 31.87 5.50 3 8  37 18-3-75 38-97 
to 

25-1-77 

65 Shri P. D. Meda . . M.P. 111 9 6 , s  n. 92 19.58 09-1-61 . . 
to 

29-3-77 

66 Shri MaagJchand Hukam Chand M.P.I. 15.91 0.10 6 . 0 1  N.A. - 
Tradkrrcd 
to Bombay 

67 Sh. CBJ Seth & CBJ Seth M.P.E. 69.65 99.87 169.51 19-10-74 . . 
Execaton dthe  will of late to 
Shd R. C. LaU, Indorr. 31-9-77 





77. Madan Kartar Singh . . , 36.32 3.95 40.27 31-3-73 9 . m  .. 3 1 . 0 5  .. 31.05 9 . ~ 2  9'2a 
to on 

9-8-76 31-12-76 

March 77 

IdutriaCo. " 93.06 7- 19 1 0 0 . ~ 5  2-6-70 1-77 ... 30-09 .. 30.09 70816 70.61 
q o  Liedator, M(rpw to 

25-8-76 

82. MI#. R a u ~ q  & Co. (P) Ltd. ,, 43.30 16.33 59.63 . . . . . . 59-63 . . 59.63 . . . . 8 

84. M(r. B k n t  6evak Sunaj. . 9 ,  102.24 .. 102.24 30.9-74 63-99 1.38 .. .. 1.38 100.86 100.86 
to 

'7-'b-74 

86. MIS. S u m h e  Shoji Kawha ,, 41.85 76.38 1 1 9 * 2 3  30-3-75 46.62 . . 72.61 .. 72.61 4 6 , s  .. 
LM. q-j. 

87. MIS. A.& C. Ftunce (P) Ltd Iklhi I1 97.84 . . 27.84 ng-8-6g . . . . . . . . . . 2 7 . 4  07.81 
w I 

2s-*74 







t06. S M R u c m M J .  . Delhi 88.17 .. 88.17 .. . . . . 
(Central) 

109. Shri R.L. Narang . . 
I 10. Ws. S.B. Sugar Mills . 

SIP. Mtr. W b  Sin& MTg. Co 
(P) Ltd . 

r 13. Sbtl (8957) Pvt. Ltd Delhi 79-60 . . 79-60 14-670 . . . . 
Khltrill) to 







3j Sb. Ch.lrgdeo Sugar Mills w. . . a .  B 9  35.28 2- 79 $3.07 369-76 7.77 22-82 . . ... 21-83 15-25 6-34 

hq~. Tat. Iron & Steel Co. 
Ltd. . . . .  s t  61-29 .. 61.29 5-4-73 44.67 .. 16.62 .. 16-61 24.67 44'67 

91-3-77 
I* M/r. Gwt Eastern Spg. Co. 

Ltd. . . .  . ,, 11 57-63 1.99 59-62 28-2-77 . . 0-34 58-61 . . 58.95 0.Q 

I* MIS. Jaymti Shipping Co. 
25-3-77 

Ltd. . . .  Bombay 284.36 1 . v  286.26 . . c1 . . 286.26 . . 286.26 . . . . 4 .. 
City I1 

143 M/r J. R. Pillani . . .  n 27-88 .. 27-88 E.P.T. . . . . . . . . .. 17-88 27.88 

145 MIS. Nilon Synthetic Fibres 
BCbemicJLtd. . .  ,, 315'67 3'55 319'22 .. . . .. 319.22 - 3 1 9 . ~ 2  .. . . 

14 MIS. Phalton Sugar Works 
Ltd. . . . .  3 9  29.12 3-30 32'24 54-76 . . 3-43 0.16 .. 3.59 18-83 qqgc 

to 
28-2-77 

147 M/s. Garware Nylon Ltd. . Bombs 92.31 0.03 91.34 . . . . 0.03 gr.31 .. 9 - 3 4  .. . . 
ci, I I ~  

14 Mia. C;enetsl Electric CQ. . S, 133.24 38-87 I ~ I I  29-3-76 . . -. ... . . .. 172-rr .. 
to 







169 Sh. Hlji M8st.n Miru . B a n b y  
Cmhl 

rp W U  of Ute Sir JM. Scindia ,, 
of C d i o r  . . . 

rp k 4 8 .  K-i Eagg. Comp. 
Pvt. Ltd. . . . 9 ,  





186 Shri Y.A. Petri , . . Bombay 49.51 0.01 49.52 28-3-70 47.37 . . . . . . . . 49'52 49'52 
Central to 

sm., 76 

187 MIS. British India Corpn. 
Ltd. . . . . Kaupur 158.62 89.43 248.05 21-10-75 . . 3.00 245.05 . . 24805 . . . . 

to 
24-7-76 

188 Cham an Sugar Mills Co, ,, 31.96 23.01 54,997 28-11-75 .. 0. 15 32.47 .. 32.62 22'35 .. 
( ~ E t d .  to 

189 MIS. Gangadhat Baijnath Kanpur 31-90 0.9 31.99 18-10-72 ... . . 0.07 . . 0.07 31-91 3 1 . 9  
to 

31-3-77 4 
Q, 

190 MIS. J.K. Synthetia Ltd. . 1 9  110.29 1.18 1111.47 3-2-75 360.27 30.00 721.20 .. 751'20 360.27 .. 
to l 

30-3-76 

191 MIS. Kanpur Sugar Worlo 
Ltd. . . . . I ,  55.63 51.42 1117.05 6-3-76 . . .. 55.63 .. 55.63 51'42 -. 

to 
23-2-77 

192 MIS. M.P. U d p g  Ltd. . 9 9 45.98 . . 45.98 26-3-75 . . . . 45.98 . . 45'98 . . - 
to 

I 1-3-76 
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Mls. R. S. Moore Ltd. . 

M/s. S. B. Trading Go. (P) ,, 
Ltd. (in liqudn.) 

M/s. S. B. Industrial l k v .  Go. ., 
Ltd. 

Mls. Bengal Textile Agency W.B. 111 
(P) Ltd. 

carew&Co.Ltd.  . . Do. 

Late Rai Rahadur Harduirai Do. 
Motilal Chamaria 

MIS. Indian 0xygc.n Lirnitwl Do. 

M/s. Ladha Sinqh Brdi & Sons L ~ J .  

Shri M. M. P. f i ' w u z a  . Dn. 

Late Sbri Atul Krkhna Dtrtta W.B. 1V 

98-2-74 2 1 - 8 5  
10 

Mar., 77 

. . 51-79 51-79 $ 
BPT BPT 

0.14 0.14 







-- .- 

249 Mls. Hungerford Investment W.R.V. 25.08 . . 25.00 27-9-74 25.08 . . . . . . . . . a 

Trwt Ltd. (as on 30-6-75) ~ u e '  stay granted by 
Calcutta High Court 
demand notice could 
not be served. Hence 
no demand is out- 
standing. 

250 M/s. Indian Rublwr Mfg. Ltd. l h  21)- 54 0.37 29- 91 Ch-61 . . , . 5.04 , . 5'04 24.87 24.87 
1.23 on 3-75] to 

67-G8 

251 M!s. Reliance Jutc & Indus- Do. 44.80 
trim Ltd. 

252 MIS. Victoria Jute Co. Ltd. . Do. 29.48 

253 Hanutmal Banthia & Sushila W.R. VI 59.92 
h i  Rampuria. 

25.4 M/s. Kerodimal Dhariwala T. Do. r 49. M1 

255 Sri Krishanlal Gupta I../H of Dn. go. 05 
late Ramprasad Shaw 

256 MIS. Sreeram & Sons . . West 35' 1 1 
Rcngal VI 

257 Smt. Manasi Roy & On. L/H West: 39' 55 
of late M. C. Roy. Rengal 

VIIIa 



Nawsb Musharafl Husain & Do. 
on. 

M / s .  Bengal Jute  mills Co. : . Wet  
Hengal 
I X 

Mls. Chitavalsah Jute Mills Do. 
6. Lid. 

Chanshyamdas Loyalka (Decd.) Do. 

Mis. North Bengal Sugar Do. 
Mills Co. Ltd. 

MIS. Soorairnull Nagarmal . Do. 

M/s. Sushil Kumar Santmh Do. 
Kurnar. 

Shri Gangadas Binani . Wnt 
Rrngal 

X 

M/s. Mangilal Bltikarn Chancl l h .  

Mls Sundarlal Golcha . Wrst 

Shri Gwaldas Mundra. . l h .  XI  







2% Rurnah Shell Oil Stora~e & Do. 
Dishdmtion & Co. of India, 

290 MIS. JPgdamba Ltd. . . Do. 

291 M's. Kalimpong Propetties Ltd. Do. 

292 Mls. Padma Limited. . Do. 

293 M/c. Sky Scrappcr Limited. Do. 

2% Mls. Sriram Jhabamal . Do. 

295 hfls SnnajuteTra 8r Indwstrirs Do. 

296 Mls. S c m l r  Coal Cn. Ltrl. Do. 

397 Shri Avtar Sinqh, Hmhiarpur Amritsar 





(Vidc 1 L I D  

Batummf showing the particulars of 44 assesses against whom awcar demand ~ x c r e d ~ d  

Collcction/rrdurt ion 
SI. Name of the Assessee Demand Additions Total 1976-77 
NO. outstand during --- --------+----- 

ing on 76-77 (3 x4)  Cash Rrduction 
31-3-1976 collection due to 

appralz 
ctc. 

I .  hljs A.P. State Road Tra- 
nsport Corpn. Ltd.; . 

2. Mr. E.J. Clevland . 

3. M/s Panyam Cement and 
Minerals Industries Ltd.. 

4. M/s R.B. Shreeram Durga 
Prasad (P) Ltd. . 

5. hiis R.B. Shrreram Durga 
Prasad and Fatrhchand 
Sarsinghdas (Export)Firm 

6. hl/s Indian Express iP) 
Limited . . . 

7. Thulsan Enterprises . I 16.84 71.86 188.7ct . . 188. ;o 

8. M!s Indian Tclephonr 
Industria L i i r r d  . 1 16. I.+ 86.66 202. Oo 2 5 . 3 2  tk, 8% 

9. Dr. Jayanti Dhram Tcja 486.22 265-12 751.34 .. ~ ( 1 4 ,  t c t  

10. &l/s Bharat Sewak Samaj . 102.24 o .  98 103 22 1.38 0.98 

---- 
ra. Shri R. Dalmia, J. Dalmiic 

and S.P. Jain . . 7 8 6  69 . . 786.69 . . 



Rs. I Crme in each casz at on 3 1-3-1976. 

Demand pending in 
during Balance Period disputrs Fz'; r c s  -- on Over which .------------- 
write-off Total 31-3-77 drmands With S k c e  Amcc l t  -- werr whim) whrn ~ir.c!irg 

(5-9) raised (a)b (b! (C ) rc-lz(rl 

. . 5 .37  172.64 6-3-74 Drlhi ' 9 - 3 - ~ 4  172.64 .. 
H.C. 



90 
-- . - 

I 2 3 4 5 6 7 
- - - 

13. Shri  R. Dalrnia . . 326.82 . . 326.82 2.89 5 '84 

I +  hl/S Girilal Machand & 
CO. . . 124'70 . . 124.70 .. 24' 43 

15. MIS Jaswant Sugar Mills 
L~mited . . 150.35 .. 150.35 . . 149'07 

16. MIS Modipon Limited . 126. 37 256.67 383.05 . . . . 

I 7. MIS Karamchand Prem- 
chand . . . . 

18 MsS. Jayanti Shipping Co. 
Limittd . 

I g. Xl'S Hindustan Petroleum 
Corpn. Ltd. . 

20. .If !S Sirlon Synthetics 
Fibre 8: Chemicals 
Limited. . 

21. M!S General Elec. Co. . 

22. MIS . k c ~ i a t c d  bearing Co. 
Ltd. . . 

23. M I S  Chemicals & Fibresol 
India Limitrd . 

'4. M I S  Ibrahim -4bdul Lafif 
and others . 

25. Shri B.P. Patel . 

e6. Shri Hazi Matan  Mirza 

27. MIS Madhusudan Gor- 
dhan dm and Co. . 

28. MIS British India Corpn. 
Limited 

ng. MIS J. K. Synthetics Limitd 



gr8 .og  3 1 - 3 4 5 .  M C  
to ITAT 

30-3-76 Dclhi 

100.27 .3-4-7 to ACC 
2-2-72 ITAT 

6 . 1 3  27-7-76 AAC 
to lTAT 

28-3-77 

120.04 31-3-6q .4.4c 
to 11'.4T 

25-3-77 H.C. 

113.93 15-3-67 to ACC 
27-4-77 lTAT 

N. A. 
N.A. 
HC.NA. 

19-3-76 
N.A. 

. . 
1-5-75 
3y4-75 
A.A. 

26-8-76 
S.A. 

. . 

7 1-72 
21-4-68 
69-70 

. . 

. . 

. . 

. . 

. . 

. . 

6-3-75 
onwards 

5-2-74 
1-1-71 
onwards 

. . 
1-9-75 



- m-7- -- 
I 2 3 4 5 6 7 

--- - 
30. Shri Munnilal (WUF) . 133.24 . . 133.24 . . . .. 
31. Indian Iron & Steel Ca. 

Ltd. . . . 386.84 . . 386.84 386.84 . . 
32. Bwumati (P) Ltd. . 184.62 .. 184.62 . . 134' 00 

33. Coal Products (P) Ltd.. 137.03 . . 136.03 . . . . 

35. Nawab MusharrafT Hus?rain 
and Others . 136-78 . . 136.78 . . . . 

36. MIS. Soorajmal Nagarmal I 54.95 . . 154.95 3'35 72' 42 

37. MIS. Sushi! Kumar 
Santosh Kumar . 49.4-72 . . 494'72 . . 463' 51 

38. Late Runnath Bajoria 
(Derd.) . . 116.53 .. I 16-53 . . . . 

39. Brahrnaputra Tea Cn. . I 14.90 6.63 121.53 .. . . 

40. Shri Haridas Mundra . 57 1.90 3 I '  18 603.08 . . . . 

4 I. Hinduqtan .4luminiurn 
Corp. Ltd. . 101.44 0.72 102.16 33-75 18-71 

42, Burmah Shell Oil Stmagc 
& Dictributing Co. of 
India Ltd. . 1036.32 77'97 1 I 14-19 7.00 1036.~2 

43. Shri Pakhar Singh . 188- 65 . . 188.65 .. . . 

44. Patrakola Tra Cn. I d .  108.51 0.32 108.83 .. 37' 90 



133.24 6-3-76 to AAC 
4-2-76 

79-18 1946-47 to AAC 
65-66 





MIS. 1:- Standard Rrf. Cn. Ltd. . 

G r a t  Eastern Shipping GI. I.td. 

MIS. Jayanti Shipping (20. Ltd. 

Shri Madhavrao Scindia of Gwalior 

MIS. Nirlon Fihrn & Chemicals Ltd. . 
MIS. Firnt National City Bank of Nrw York 

Limited. 

M/s. Mol~indra & Mohindra Limitrd . . 

,' - 
~ h r i  k: P. Patcl . 

The remaining amount relating to the assessment year 1962-63 hu 
beem stayed by the IAC as the paint involved is sknilnr to 
that which is prnding before the High Court in relation to the 
uvrsmmt year 196162. 

rm.04 The amount waq still outstanding on 31-3-77, as a stay has been 
granted by the High Court. The Dcpartrnmtal Solicitor has beeg 
asked to s q u a t  the High Court for early dkpod of the matter. 

38. jj The demand which was outstanding on 31-3-75 has &a bcen reduced/ 
collected. 
The demand outstanding on 31-3-1977 is only Rs. 67,000 on 
account of interest under section 220(2). 

745.51 No. denland is outstanding as on 31-3-1977. 

50.28 The demand as on 31-3-77 was Rs. 44.99 IaLhs out ofwhich demand 
to the u ten t  of Rs. 43-86 l a b  is disputed in a p p d  before the 
AAC. An amount of Rs. 41.26 LUU have ken stayad. The 
AAC has been requested to expedite the dirposal of appepls. 

63.74 No demand L outstanding aa on 31-3-1977. . if: . 

32'97 The demand outstanding as on 31-3-75 has since been collected/ 
reduced. 

Tbe amount outstanding on 31-3-77 waa LI. 21.43 11LLhs, thk demand 
mr raised on p-3-1977. 

97-57 The mean outatanding as on 31-3-75 have been reduced hy lb. 
I 3- 29 Iakhs through collcctidn/reduction. The demnnd .out- 
rtanding on 31-3-77 is Rs. 48-07 IaLhs including f a  demands 
created. Appeals are pendmg wainst the asxsmcnts and the ' 
Afipcllate Asutant Commissioner has bcen lrquestid to take up 
the appcah on priority basis. 

73.94 No demand is outstanding as on 31-3-1977. 

182-Go The same demand was outstanding as on 31-3-77. The useg~e  

han Imn adjudgrd as an inmlvcnt. The quation of writing off 
the demand is under considcratign. 



58 hya. lbrrhi Abdul Ltif  & othm . 
53 hya. K.mmi Engg. C o p .  Ltd. . . 
57 hyl. Lo4 Nath T o h m  . . . 
59 M(r. M.gur LJ QI.0.n W Pvt. Ltd. . 

77 K ~ u n  Chard Prem Chand Private Ltd, . 

102.16 The demand has been reduced to Ra. 'NIL' by 31-12-75, 

193.66 No demand was outstanding as on 31-3-77. 

160.02 The arrean w e n  reduced to lm than Rs. 10 lakhs by 31-3-1976. 

226.94 The demand outstanding as on 31-3-77 is Rs. 217.35 lakhs. The 
~~IUUC is believed to be a smuggla. He was rmda dctcntia~ 
u n d a  COFEPOSA. His propertia are unda attachment by the 
Tax Recovery Officer. The Competent Authority u n d a  the 
SAFEM (FOP) Act, 1976 has also pnaed orders unddcr vction 
19 of the mid Act forfeiting his properties. 

326.71 NO demand was outstanding as on 31-3-1977. 
8 

108.22 An amount of Rs. 85-66 lakhr was outstanding as on 31-3- 7. 
 be dmmcis are disputed in a p p a ~ .  ~ollection is being m L  
in instalmcnts. 

I 74' 74 The arrears have gone down to less than Rs. 10 lakhs as on 13-3-1977. 
L. 

I 18.93 The outstanding demand on 31-3-1977 is Rs. 48 lakhs. Out of  
thin demand of Rs. I 5.78 lakha had not Men due on that date and 
an amount of Ra. 16.48 lakhn w a  disputed in appeals. The 
mnaining tax in being rtcovaed in instalments. 

128' 39 The demand as on 31-3-1977 was Rs 96- 13 lakhs,induding d d  
of R8 3.69 lnlihr which had not Mien due by 31-3-77. D e d  
amount to Fb 4 07 laklu baa ban stayad by the ITO till the 
AACh decision. &nand amounting m R.49.37 la* is disputed 
in appeals before the I T A T, 

r38.42 The outstanding demand ar on gr-p1g;7 wasnil 





95 12s MIS Ddmia Jain Airways . . 

86 124 M/a, Juwant Sugar Mills Limited . . 
1 -  

37 129 M/a, hiodipon L.imitcd . . . . 

38 132 Shri Pnoran Mat 
. . 39 135 R. Ddmia  . . . . . .  

38.61 The outstanding demand aa on 31-3-77 wab Rs 42.83 l e h s .  . ?he 
demand was disputed in a rderence application pend~ng bdore 
the High Court and related to the income arising in Pakistan. 
The demand is not enforceable as provision of sec. 220(7) 
are applicable . *. 

78.28 The arrears have remained the aame as on 31-3-77. The Corn- 
$ m y  is in liquidation. The Department p r d  it\ c l e  @- 

ards recovery of the taxes against M/s Asia Udyog Pvt Ltd., 
with which the assesace Company was amalgamated. The 
d g a m a t i n g  company contested the claim of the Deptt, bdbre 
the High Coourt and a single Judge has upheld the company's 
claim. Departmental appeal bdore the Division Bench is pending. ' 

I 18-02 The demand has been reduced to Rs 1.28 lakha on 31-3-1977. 
Thin also has been stayed by the I T A T. rg 

CC 

181. 43 A rduction of h. 53-48 lakhs has been effected out of the demand 
outatanding aa on 31-3-75 The dunand outstanding on 31-3-77. 
amounted to Rs. 383.05 l a k h  which included Rs. 230'05,lakh~ 
rrprsenting additional demand created after 31-3-75. 

An amount of Rs 2.46 lakhs out of the above had not fallen due aa 
on 3 1-3-1977 The ba!ance demand was alaodisputedin appeals. 

30.24 The demand outstanding on 31-3-1917 is Rs. 'Nil ' 
107. &i The arrears as on 31-3-1977 amounted to Rs. 318.09 lakhs. 

All the demands are disputed before AAC/IIAT/Higb Court. 
The High Court has stayed the collection of Ks. 41.58 lakbs in 

' respect of appeals pending before it. 

79'36 The arrears as on 31-3-77 were reduced to Rs. 34-51 laMs. There 
are no known assets with the company. Revision pctitiens filed 
by the amam in this group are under consideration. 



M/s Dalmia Jain Airways &Allol~bcrry co. Pvt. 
Ltd., 

MIS. J. K. Synthetics Ltd. . . 

hlfs Gwalior R a p n  Silk Mfq. & \\'\.g. hlills Ltd. 

M/s Panipat Wnollrn & Grnl. Mills Co. I d . .  

M/r South India Shipping Corpn. Limitrd . 
M/s Agricultural Farms Lirnitd ' . 
Exprm Newspapers Pvt. Ltd. . 

M/s Indian Exprcm f M) (P! Ltd. . 

Shri J.K.K. Natarajan 
MIS Sundram Spg. Industria 

35.23 The dcmand has gone below Rs. lo lakha as on 31-3-1977. 

395.20 The amount outstanding on 31-3-1977 is R.?. 360.27 la*. 
is disputed in appeal before AAC. The CIT \has stayed the 
demand till the decision of the appeal. 

37.28 Thc drmand ha, gonr below i s .  10 'laklk 'by 31-12-75. 

47.01 ?'hi9 is a sick Mill. All the ausct9 of the company have been attached 
by thr TRO. Tk mill was taken over by the Central Government 
undrr the sick Trxtile Undertakings Act, rgp. The a s x s x  1s 
cliqputing the take o v a  before the S u p m e  Court. 

I I 7.6 I The drmand was rrduccd to 'nil' bv 3 I -3-76. 

. . 130. go Thr arrran wrrr rrducrd to Ins than Rs. lo lakhs as on 31-12-1975. 

. . 391 59 The drmand outstanding as on 3 1-3-77 was Rs. 67.68 lakhs, 
. which included an amount of Rs. 35.68 lakhs raised after -dg 
31-3-75. A sum of Rs. 64.51 lakhs is disputed in appeals. The 
an- immovable properti- at Madras, Bangalon and Bornby 
have been attached. 

. , g I 70 Thr arrean as on 3 1-3-77 were Rs. 141 * 49 lakhs. Out of deamand 
outstanding on 3 1-3-75. Rs. 16.85 lakh !were collectal/reduced 
upto 31-3-75. All the demands are disputed in appeals. 'l%e 
aaessee's immovable properties at Bangalore and Madwp.i 
have been attached. 

32.52 An amount of Rs. 13-91 has since been c o k t d / d u & ,  leaving 
a balance of Rs. 18.60 lakha as on 3 1-3-77. Quarterly instal- 
menu of Rs. I iakh have been allowed. 

M h  8. * Shrrrram Durgapranad (P) Ltd. . 305- 14 The demand has been redueced to Rs. 234'55 lakha as on 31-3-77. 
- . .  The ausste doca not own any asset and as such recovery could 

not be enforced. A proposal for partial write-off is under con- 
sideration in this CPSC. 



Yr no5 RuhtriyaS~yam ScwPL h g h  . . . 
55 s r o h k h n r S i n g h  . . . . . . 

54 91% S/Shri Shiv Prakash Seth, Raj Kumw Seth, b a h  Jan& Rai Seth, D h m  Pal Seth. 

!is 214 Mia Indian Iron & Stecl Co. L t d  . . . 
56 n 17 Mr. N. Scinndra C/o The Fertilizer Cofp. of 

I* Ltd., S i  

57 szg M/a Bmumati Pvt. Ltd. . .  . . 

270.62 Out of the demand of RB. -259.01 la&, as'on 31-3-75, an amount of 
Rs. 37.91 lakhs har been collected/rcduced upto 3 1 -3-77. The house 
ptopcrtiea owned the deW ter a t  Bombay & Vidchapatnam 
have been a t t a c h 2  The Dqt t .  has also Ned its claim More 
the Commirdoner of paymenb, Calcutta for the compensation 
of Rs. 8-11 lakh payable by the Coal Minm Authority. 
Appeals againat penaltirs Irn u/s 271(1)(c) totalling R*. 
1.51 c m m  are pending &&mATphe uc.r. has f i l d  
petition More the settlement Commission which is under 
conaideration. 

97.92 The demand outstanding as on 31-3-77 i o n i l ' .  

188.60 The arrears outstanding on 3 1-3-77 arc the same. A number of 
criminal cya on variolu c h a p  of smuggling and violation 
of Foreign Exchange Rgulation Act are pding against the 
-sue, who is absconding. 

143.47 The demand outstanding on 31-3-77 is 'nil'. 

154.67 The demand outstanding on 31-3-77 is 'nil'. 

101.88 The amount oubtandiig on 31-3-77 is 'nil'. 

r 73.42 The outstanding demand haa been reduced to Rs. 50 -61 laLhs as 
on 3 I -3-1977. The buainas of the company has been taken over 
by the W a t  Bengal Govt. under Basumati Pvt. Ltd. (Acquisi- 
tion) of &taking Act, 74. The Govt. of W a t  Bengal hrs 
not made any appointment of Cornmiaioner of payment for the 
determination of amount payable to the creditors before whom 
the departmental claim would be preferred. 



935 M(I b r a j  hWNl(pmnd . . . . 124'20 As on 31-3-75, a dunand of Rs. I-& crony was disputed in appeals 
before the AAC and the Appellate Tribunal. The demand 
outstanding as on 31-3-77 was Rs. 79.18 lakhs; this is disputed 
in appeal¶. 

160 M/I KuodimPl Lohatiwidla (decd.) L/R of Skri I 49.27 A sum of Rs. 1 72 la& has been recovered by sale of certain pro- 
Pmmch.ad Gupta pertia in Raigarh by the TRO. Otha available aaets, which 

arc subiect to dimute in the Calcutta Hinh Court amonmt the 

M/s Surhil Kumu Smtosh K u m u  Prop. Sri 
&ram A@pndla 

266 Shri S. P. Jethia & Mn. Champdal Jethia 
L/R of Chunprlal Jethia (Deal.) 

267 M/s Sunder Ld Golcha . . . 
168 Late Ram Nath Baioria . . . 

1 .  : I 

hein of the a&ee, are under attachme; but would &t be 
adequate for realisation of the m a r s .  A proposal for partial 
write-off is under consideration. 

317- 01 The demands outstanding as on 31-3-75 rclating to ascsment 
yean 1967-68 to 1969-70 wue protective in nature and have 
been reduced to 'nil' as on 31-3-77. A demand of Rs. 34-21 
lakhs, outstanding on 31-3-67 relates to the protective assess- 
ment for the assessment year 1973-74. - 

28.46 The same amount wm outstanding a3 on 3t-3-77 also. NO tangi- 
ble l u s e t s  arc available to effect recovery. 

w 
0 

68.99 The a m a n  as on 31-3-75 have since been reduced to 'nil.' c1 

116.53 The ascscer ia dead, leaving hehind only movable propertie. 
The TRO's attachment of the propertia was challenged un- 
auccesfully b d o n  the Civil Court, Mipore. Meanwhile, a 
suit was also filed in the Calcutta High Court which har been 
dedded in the Deptt.'s favour. However, the aswscc's 1-1 
hein have filed on appeal in the High Court and haw obtained 
a stay against the attachment of the propaty. Hence, no re- 
coveria could be made. The Department Solicitor ha3 been 
requested to move the High Court for early hearing. 

64 174 B u r d S h &  0i Storage & Distributing Com- 45.45 The entire demand waq collected/rduced by 30-6-75. prny of India Ltd 

65 176 8hfiB. N. Bh.ttrch8rju . . . . 64.43 The arrcan outstanding in thin cue as on 31-3-77 were Rs. 116.93 lakhs, out of which a demand of Rs. 57-95 lakha had 
not fallen due on 31-3.77. Th e  Dcptt. has attaclmi the known 
assets of the ~maee. Action 4 3  226(3) had been taken and a 
sum of Rs. 37,000 recovrrd. - 



37.'69 The demknd as on 31-3-77 was h. 12.25 lakhr. This demand b 
stayed pending disposal of appeals. 

. 319'70 The demand 'as on.31-3-77 was Rs. 603.08 l a b .  The agenn 
ha$ ban d & d  iavolvement by the Calcutta Hi Court in a 
craditor'~ suit and all YL amta and liihilitia ate Mted in tbc 
Otficial Paignee, before whom c l a d  have been filed. 
The incrrsse in demand as on 31-3-77 is due to creation of fneh 
demands after 31-3-76. 

6s n g ~  MIS Oil India Limited1 . . . . 137.12 The arrcara ay on 3 1-3-75 were d u d  to 'nil' by the ad of June, 
1975. 

Fresh demands to the extent of Rs. 19-60 lahs  were created in the 
. . quarltr ending 3 1-3-76. The amount outrbdhg on. 3 I 3-77 

b lesr than Rs. ro lakha. 6 



. &tamani & &tails of the cases where s&ed cash could not 6: de@sircd in the pnsonai 
nsposit Accounl of the Conum'ssiarn of Income tax within 3 months of the srrzurt. 

Date of 
S. No. Date of Namr of the party Amount depositing 

seizure (RL) in R.B.I. 

I 2 3 4 3 

DELHI 

1. 10-4-72 Sh. & Smt. Giri La1 Jair, . . . 14,000 6-12-74 

2. 10-4-72 Sh. & Smt. Giri La1 Jain . . .  10,- 6-12-74 

3. 20-12-72 S. Amat Singh Manmohan Singh 6,712 16-12-74 

4- 2973 Shri Krishan Chandcr . . . . z,oo,ooo 4-12-74 

5- 7-9-73 Shri Bipin Chander . . . 2.60,000 4-12-74 

6. 79-73 Shri Ramnh Chandcr . . . . 2,5o,om 4-12-74 

7. 23-10-72 Sobhagia Wati Sanghi . . . 2,48.goo 6-12-74 

8. 5-3-74 Jadu Ram Gupta . . . . . z,oo,ooo 5-12-74 

g. 15-4-74 MIS. Lok Vastra . . . .  86,108 6-12-74 

10. 6-6-74 Shri Om Prakash . . .  75,000 6-12-74 

I I. 6-6-74 Shri Bthambar Dayal . . . . 35.788 5-12-74 

12. 6-6-74 MIS. Jotinhdra Steel Tubes . . . 537m 5- 12-74 

I 3. 6-674 Shri Bishamhar Dayal . . . . 1,15,7 10 5- 12-74 

14. 6-674 Sh. SitaRmn Jinda . . . . 21,816 6-12-74 

15- 6-6-74 Shri Om Prakprh f i t .  Ltd. . . . 359749 6- 11-74 

I 6. 6-6-74 MIS. J i n W  Pipes f i t  Ltd. . . . 93,988 5-1 2-74 

17. 6-6-74 Shri Sita Ram Surekha . . .  15.984 6-12-74 

18. 64-74 Sbri K. C. Seth . . . . . 70,000 5-12-74 



104 
-.- 

1 2 3 4 5 -- 
20. 7-6-74 Shri Bishan Dayd . . . .  18,684 5-12-74 

21a 7-6-64 Shri Jai Kishan Agarwal . . . 35~000 6-12-74 

12. 7-6-74 Shri D.S. Jindal . . . . . 7,60,070 4- 12-74 

23. 1-7-75 Shri Om Prakash Seth . . . . 8,000 6-19-74 

149 1-7-74 Ramah Seth & Neelam Seth . . . 1935i 6-12-74 

23. 6-6-74 Smt. Kamla Devi . . . .  1 g.ooo 5-12-74 

26. I 1-9-74 Sh. Ramah Kumar . . .  10,000 6-12-74 

27. I 1-9-74 Sh. Jai Kishan (Nathu Sweet) . . 15.000 6-12-74 

28. I 1-9-74 Shri 1.S. Jain, 7 C ~ ~ r z o n  Road . . 91,585 7-12-74 

BOMBAY 

9-5-73 Shri Shakti Samant . 
9-5-72 Do. 

10-5-72 DO. 

14-6-72 ShTi Misrunal hlalaji . 
22-6-72 Shri D.A. Thakersey . 
20-7-72 Shri Manganlal J. Dosh 

1-8-72 Shri Paranjitsingh H. Bhalla 

25-8-72 Shri Ahmcdali Ishaq . 
9. 25-8-72 Do. . . . . .  18,500 

10. 3-10-72 Shri Gordhandas Chaganlal Hirani 12,075 

I I. 7-10-72 Shri Pramod Chakraworthy . . . ~a,ooo 

12. 10-10-72 Shri R. Anwekar . . . .  59903 

13. 7-12-72 Mra. Bibi Almas . . . . . 1,140 

14. - 10-12-72] Shri Rarnaniklal L. Bhansali . . . 39,300 

15. I 1-1-73 Shri Randal H. Jai . . . 17,340 

I 18-1-73 Mi.. L u m i  Metal Industries . . . 93,383 

17- 21-1-73 Shri Amrit La1 . . . . . 74'0'3 

18. 30-1-73 Shri Nandlal H. Hansarajani . . . 3,179 

19. 16-3-73 ShriPrabhPlur D. Sharma . . . 56,- 

20. 20-3-73 MIS. W.H. B d y  & Co. . . . 1,99,980 

SI. 19-6-73 Shri Mohan La1 S. Mithaiwalk . . 15*Joo 

92. 6-7-73 Shri Parmcrhwari Dipechmd H w j i  . . I 6,000 
- .  --- ----- - -- 

22-8-75 

22-8-75 

22-8-75 

18-3-75 

25-4-75 

6- I -75 

24-3-75 

27-3-75 

Do. 

15-4-75 

287-75 

'9-3-75 

19-3-75 

25-3-75 

24-3-35 



13-7-73 M/s. Mont Blank Notels P. Ltd. 

21-4-73 MIS. Lalji H. Thacker & Co. . 
27-7-73 Shri M.P. Munot . . . 
26-9-73 Shri AmbaIalD. Shah . . 

10-10-73 Shri R. Sawailal . . . 
20-10-73 Shri Bhaiwantra B. Jindal . 
22-10-73 Shri B.R. Jindal . . . 
16-11-73 Shri M.C. Shd . . . 
25-5-74 Shri Anant Shantilal Shah . 

(Prop. MIS. MlltesServiccs) 

25-5-74 Do. . . 
24-6-74 Shri Mohamed Hanif Husscin Saheb 

24-6-74 M/s. Damani Brw. . . . 
13-9-74 Shri Bhupendra L. Malani . . 
20-9-74 Shri P.K. Madhavan . . . 
n4-9-74 MIS. Shah Bros . . .  
15-9-74 Shri Hite;h Shah . . . . 
25-9-74 Shri M.R. Patcl . . . . 
8-10-74 Shri D.N. Tanna . . . . 

BOMBAY CENTRAL 

10-8-72 MIS. Kalol Bone Mills Group 

10-8-72 (a) Shri Fcroz Esmail Charania - 
(b) Shri Esmail Charania . . 

23-3-72 S!wi Kmtilal A. Bussa . . .. 
26-9-73 Mis. Bharat Pharma Distributon . 

I 0-10-73 M/q. Imperial Motor Storm 

26-7-74 Smt. Lilnbcn hf. Patrl . . . 
25-4-74 Shri K.T. Aboobkar . . . 

TAMIL NADU-I1 

r 1-1-73 R.S. Pichaihm Kaundar . . 
-4. 





arrears came down to Rs. 873.56 crores as against Rs. 993.79 crores in 
1975-76) have reached an all-time high figure of Rs. 1,008.76 crores as 
on 31st December, 1977. Arrears of tax is the voblern which has 
been engaging the constant attention of the Committee and they have 
been giving concrete suggestions in many of their past reposts to 
resolve the chronic problem of mounting tax arrears. The action 
taken by Government on these suggestions was reviewed by the Com- 
mittee in their 186th Report (Fifth Lok S;.bha). I t  is clear that the 
steps taken by Government have had an insigniftcant effect on the 
growth of tax arrears. The Committee feel that it is high time that 
Government took a fresh look at the problem of soaring arrears of 
tax demand and devise more effective steps to minimise and contain 
the problem. 

Y 

0 

The Committee note that from 1 April, 1973, the work of super- 
vision of reoovery of arrears of taxes was allocated amongst various 
authorities. Supervision of recovery in cases of arrears exceeding 
Rs. 1 lakh but below Rs. 5 lakhs was allocated t o  the Commissioners 
of Income-tax and cases of arrears exceeding Rs. 3 lakhs but below 
Rs. 10 lakhs to the Director of Inspection (RSSP) .  The s~pervision 
of cases of arrears above Rs. 10 lakhs was to be that of the Central 
Board of Direct Taxes itself In the re-allocation of work made from 
1 April, 1974 resporwibilit:~ for superv$on of cases of arrears exceed- 
ing Rs. 5 l a h  but below Rs. 10 lakhs was transferred from Director 
nf Inspection to the Commissioners of Income-tax. Explaining the 
s~gnificanre of allocation of supervisory responsibility over work of 



arrears of tax at various levels, the representative of the Department 
of Hevenue stated in evidence that despite such allncation "direct 
responsibility for taking action under the various sections of the law 
~ e s t e d  solely and squarely on the Income Tax Oficer and that the 
Cmtral Board of Direct Taxes exercised only "general supervision" 
bv getting quarterly Dossiers and inspection visits to administrative 
zones (to make on the spot appraisal of cases where tax demands ex- 
ceed Rs. 10 lakhs. While the Committee agree that responsibility for 
completion of assessments and enforcing recovery of tax lue in each 
case must continue to rest with the Income Tax Officer, the Committee 
feel that the Central Board of Direct Taxes being the highest autho- r 

rity for direat tax administration in the country should not rest con- 3 
tent with a passive role but should assume a more active role of 
giving a positive lead to field officers end see that cases involving tax 
i rresrs of Rs. 10 lakhs and above are processed with the expedition 
they deserve. There  IF 33.13 lakhs assessees against whom gross 
arrears of Rs. 993.79 crores were due as on 31st March, 1976. Since 
the number of assessees for which the Central Board of Direct Taxes 
is responsible (ix. cases in which arrears exceed Rs. 10 lakhs) tq 
supervise the recovery work is hardly 800, i t  should not, the Commit- 
tee feel, be difficult far  the Board to see that the arrears are recover- 
ed in these cases without further loss oE time. Concrete steps taken 
by the Board in this regard and the total amount of tax realised out 
of these arrears may be reported 4 0  the Committee. 



The Committee made a sample check ob Dossiers maintained: by 
the Central Board of D i m t  Taxes and found to their utter dismay 
that adequate follow-up on cases for which the Board was respon- 
sihle, to supervise the recovery of arrears was lacking. To cite only 
a few instances, in one case, the recovery of arrears relating to the 
assessment year 1973-74 had ,been stayed by DelM High Count and in 
the Dossier for !he period ending 30 June, 1977 the Commissioner 
had remarked that the Board was requested on 14 June, 1976 to move 
the Delhi High Court to dispose of the writ petition early. The Dos- 
slier did not indicate what further action, in any, was taken on it. 
In another case, though the arrears of demand related to assessment 
years 1!)62-63, 1967-68 and 1970-?l, the assessments were made ex- 
parte only in 1973. The Committee were given to understand that 
the assessee was engaged in the racket of 'cc~mpensatory payments'. 
The assessee was a partner of a firm which was closed on 31st August, 5 
1!174, leaving no assets. in yet anothe'r case, though the Inspecting 
Assistant Commissioner had recommended in March, 1975 liquidation 
of a limited company and prosecution of its Directors, the Dossierl 
did not show whether the Board had pursued the matter adequately. 
An idea of how such delays and indifference by Income tax admini- 
stration can jeopardise the prospects of recovery of arrears can be 
had from the details of another case. In this case, the assessments 
for the years 1944-45, 19-8-49 to 1952-53 a d  19S7-58 wem made in 
which, June and September. 1970. October, 1972 and March, 1974. 
The Committee learnt during evidence that this Company had been 
a profitable concern for a number of years but by the time assessments 
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were completed, only a shell of i t  was left. In anather case, the 
Commissjoner grantgd stay of recovery of Rs. 2.20 crores in respect 
of assessment yet 1973-74 and that too without taking any security 
from the assessee. The Committee recommend that the Cenrkd 
Board of Direct Taxes should keep a close watch on developments on 
each of the cases for which it is responsible and guide the Commis- 
sioners of the steps that they should, on the facts and circumstances 
of each case, take in the best interests of revenue. 

4 1;1 Ministry of Finance 
(Deptt. of Revenue) 

The Committee are surprised to note that despite setting up a 
Special Cell in the Cd t ra l  Board of Direct Taxes in 1973 to keep a, E 
watch on the work of recovery of arrears of Rs. 10 lakhs each, the 0 

number d assessees with a m e m  of Rs. 25 lakhs each was first given 
as 238 as on 31st March, 1974 (which figure was supplied to Audit also 
vlde Audit Report 1973-74). It  was later changed in January, 1976 
to 261 as on 31st March, 1974 with the total demand outshnding go- 
ing up from Rs. 133.66 crores to Rs. 153.44 crores. Depsitmnt of 
Revenue have explained that the method followed during 1975-76 
and 197677 was that the Commissioner-wise ,Dossiers were inu%auy 
scrut i~sed by an officer of the rank of I.T.O. and thereafker put up 
to a Deputy Secretary. In ~llit,abk cases, ,the matter v. as placed b e  
fore the Member concerned in the Board. 

The discrepancy noticed reflects edversely on the monitoring being 
done by the special cell. The Committee recommend that, the work 



procedures in the cell should be reorganised in such a way that it is 
able at  any time to indicate the correct and la$& position in regard 
to any cases of arrear exceeding R s  10 l a k h  and that the monitor- 
ing and progressing done hq. it is close and effective showing concrete 
results. 

The Committee also note that since 1970, the Department of Re- 
venue have sanctioned 5 posts of Commissioners of Income Tax 
(crearted in lieu of 5 posts of Additional C.I.Ts) and 272 posts of 

Income Tax Officers (30 in Class I and 242 in Class 11) for "liquida- 
tion of arrears" and "tax recovery work". The Committee have been 
informed that with the discontinuance of the functional scheme of 
work w.e.f. 1 April, 1975, there are, it has been stated, no separate 
posts of 1.T.Os (Collection). Due to re-organisation in August, 1974, =: 
on the basis of the recmmnendations of Wanchoo Committee these CI 

Commissioners have been given territorial jurisdidtion like other 
Commissioners of Income Tax, and they are no longer functioning as 
Tax Recovery Commissioner exclusively. Under the Unitary system 
existing now, an I.T.O. is looking after not only the assessment work 
but also the collection work. The Ccmmirttee are surprised that des- 
pite augmentation of staff strength during the course of last 7 years 
or so, the position of arrears of tax demand has  continued to be bad 
cxcept during 1976-77 when the gross arrears declined from Rs. 993.76 
crores as on 31st March, 1976 to Rs. 874 cram as on 31st March, 1977. 
The Committee recommend that w a r  tnlent should ;so organise the 
work among the existing staff that the tax recovery work is g i v a  
as must aatention as the work of completion of rrssessmerut. 

-- ----__I__ - 
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6. 116 Ministry of Finance The Committee were informed a s  far back as in  December, 1970 

(Deptt. of Revenue' that 'the problem of mountfng arrears of tax demand had been d i ~ r  
cussed in a Conference of Commissioners of Income Tax in May, 1970 
and a special drive called "RAT" (Reduotion of Arrears of Tax) had 
been launched. The Committee find that despite this special drive, 
the gross arrears insteacBof decreasing remained stable around Rs. 800 
crores duting the years 1971-72 to 1973-74. Thereafter these increas- 
ed to Rs. 935.96 crores in 1974-75 and to Rs. 993.79 crores in  1975-76. 
However, the special drive launched by the Department, in 197877 
had some impact in as much as the gross arrears were reduced to 
Rs. 873.59 crores in that year. Unfortunately the Department has g 
failed to maintain that trend and by 31st December, 1977, the gross 
arrears have moved up to 3s. 1008.76 crores. The Committee recam- 
mend that reasons for failure of earlier special drives and particu- 
larly of the setback duting 1977-78 should be analysed and appro- 
priate steps taken to make such drives a more effectlive. 

The Committee find that early cash collections during each of 
the years since 19'71-72 were, on an average, no more than 10.5 
per cent of the total arrears. There has been no year when Depart- 
ment was able to collect more than the current demand. During 
evidence, the Finance Secretary expressed the view that it would 
not be correct to say that "only cash collections represent the e 5 -  
ciency of the Department." While the Committee concede that not 



all demands are recoverable instantly, feel that the present rate 
of cash collection is quite low. As far as the Committee can see, 
at this rate of cash collection, the prospects .of liquidation of arrears 
of tax even in the distant future appear to be very dim. Since cash 
collections are taken into consideration by Government a t  the time 
of preparation of Budget estimates, Department's inability. to in- 
crease cash collections in the context of the evergrowing need for 
financial resources has the effect of increasing the incidence of 
taxation on the people and stands in the way of rationalisation of 
structure. In view of these grave implications, the Committee can- 
not but stress too strongly the need to prepare a time bound 
Programme for stepping up cash collections in respect of arrears 
of tax. 

C1 

The Committee recall that their suggestion made in paragragh 
1.80 of their 73rd Report (Fourth Lok Sabha) regarding the amend- 
ment of the Income-tax Act to provide for tax on undisputed in- 
come being paid before an appeal was admitted, was not accepted 
by Government in  November, 1969. The Committee reiterated the 
suggestion in paragra.ph 1.56 of their 117th Report (Fourth Lok 
Sabha) and paragraph 3.22 of their 51st Report (Fifth Lok Sabha). 
In 1975 the Government met this point by amending Section 249 
of the Income-tax Act. through the Taxation Laws (Amendment) AcS 
1975 w.e.f. 1-10-75. The Committee are convinced that with this 
change in law, i t  should not be too difficult for the Department of 
Revenue to reduce the arrears because they found that of the tptal 
tax arrears as on 31-3-76, undisputed demands amounted to Rs. 497.05 

-- -- -- 
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crores. The Committee would watch the results through future 
Audit Reports. 

9 I I 9 Ministry of 1;inance (Deptt. The Committee are surprised to find that during 1975-76, only a 
of Revenue) sum of Rs. 27.31 crores was deducted at source on payments made 

to contractors all over India and Rs. 1.12 crores realised as tax on 
winnings from Lotteries and Crossword puzzles. The Committee 
apprehend that considering the fact that payments to contractors 
all over the country are quite substantial and almost every State in 
India ran a Lottery, tax deduction from these sources is being given 
the attention that it deserves. The Committee have been informed 
that every year a circular is issued by the Central Board of Direct * 
Taxes explaining various provisions relating to deduction of tax 
from winnings from lotteries or crossword puzzles. As regards tax 
on payments made to contractors, apart from issuing circulars, the 
Board had issued a Brochure 'in June 1975 under the 'Tax Payers in- 
formation Service" explaining the provisions relating to deduction 
of tax at source out of payments to contractors or sub-contractors 
in simple language for the benefit of such persons. Suitable insruc- 
tions were also issued to the Commissioners on 28-12-77 and 61-78. 
The Committee recommend that the Board should take up this mat- 
ter with the Government Departments, particdarly CPWD and 
State PWDs and devise procedures to obviate the possibility of leak- 
age of revenue on this account. 



I 0  I 2 0  Do. 
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The Committee find that while the demands of Income-tax (in- 
cluchg corporation tax) as on 31 March, 1977 stayed by Courts 
amounted to Rs. 19.55 crores only, the demands stayed by Income- 
tax authorities themselves aggregated Rs. 88.73 crores. This gives 
the impression as if Income-tax authorities have been quite liberal 
in the matter of grant of stay orders, thereby contributing to accu- 
mulation of Gross arrears of tax. The Committee would impress 
upon the Departmental officers the need to exercise due restraint 
and caution in taking decisions in these matters. 

The Committee also view with concern that despite the Central 
Board of Direct Taxes attaching "great importance" to the disposal 
of 'High Demand Appeal Cases' (i.e. cases where the outstanding 
demands exceed Rs. 25,000 in places other than Bombay and Calcutta t; 
and Rs. 50,000 in places in Bombay and Calcutta), the number of 
such cases has increased from 2,278 as on 1-41975 to 2,745 as on 
1-4-18976, and 3,427 as on 1-4-1977. The Committee recommend that 
reasons for this adverse trend should be gone into and remedial mea- 
sures taken to reverse it. 

The Committee are perturbed to find that though various sectlons 
relating to prosecution for offences under the Income-tax, 1961 
were amended by Taxation Laws (Amendment) Act, 1975 (effective 
from 1-10-1975) and made more stringent, the Department of Re- 
venue have continued to follow a soft line. The Finance Secretary 



stated in evidence that the Income-tax Department's "philosophy 
of collection does not consist in immediately launching prosecution 
and attaching properties." There is not a single case of arrears of 
tax demand exceeding Rs. 25 lakhs where Department h?s launch- 
ed prosecution under amended Section 276C(2) of the Act. A few 
oases of arrears of tax demand exceeding Rs. 5 lakhs are stated to 
have come to the notice of the Department which prima facie came 
within the mischief of Section 276C (2). These cases, the Committee, 
have been assured are being processed. The Committee disapprove 
of the approach of the Department to soft podel offences and are of 
the view that after the Parliament had made the law more strin- + 

gent, the Department of Revenue and the Central Board of Direct 5 
Taxes should have seen to it that the amended provisions were fol- 
lowed by the Commissioners in letter and spirit. The Committee 
recommend that Commissioners of In~ome-tax may be instructed 
suitably. 

13 I23 hiinistry of Finance 
of Revenue) 

(Deptt. The Committee note that under section 220, any amount (other 
than by way of advance tax) specified as payable in the notice of 
demand is payable within 35 days of the service of notice. If the 
:mount is not paid within that period, the assessee is deemed to 
be in default and is liable to simple interest at  12 per cent per 
annum. The Committee feel that this rate of interest is so low as 
against the prevailing rate of interest for loans raised in the open 



market that an assessee would be easily tempted to delay payments 
of arresrs. The Committee recommend that the adequacy of rate 
of interest on unpaid tax should be examined by the Department. 

The Committee find that during the last 7 years (1970-71 to 
1976-77), the Department of Revenue had written off arrears of tax 
to the tune of Rs. 38.64 crores. The Committee have been inf~rmed 
that these a r r e m  related to (i) assessees who had died leaving be- 
hind no assets or who had gone in liquidation or become solvent, 
(ii! assessees being untraceable, (iii) assessees having left India, 
(iv) assessees who are alive but have either closed their business 
or have no attachable assets; amount involved being un- 
enforceable due b3 being duplicate or protective demand, (v) 
amounts written off on grounds of equity or as matter of inter- 
national courtesy or where the time and labour involved in usual -a 

1 emedies for realisation were considered to be disproportionate to 
the amounts of recovery. The Committee would like to be assured 
thst arrears of tax in these cases were written off by the Depart- 
ment only : fter exhausting all remedies available under the Income- 
tax Act for non-payment and fully satisfying themselves that 
arrears propsed to be written off were really irrecoverable. 

The Committee view with grave concern the fact that even 
though the instructions were issued by the Central Bosrd of Direct 
Taxes in November 1973 that, as required under Rule 112(12) of 
the Income Tax Rules, 1962, cash seized in the course of a search 
should invariably be deposited in the Personal Deposit Account of 
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the Commissioner "immediately" after the search in over, there 
were as many as 75 cases (28 in Delhi, 46 in Bombay and 1 in Tamil 
Nadu) where seized cash was not deposited in the PDA of the 
Commissioner within 3 months of the seizure. In some cases the 
delays ranged fmm 2 to 3 years and the cash seized ran into lakhs 
of rupees. The Department of Revenue have attributed these delays 
to large numbers of searches conducted at too short intervals and 
paucity of staff in the Commissioner's offices to comply with the 
rules governing depositing of seized cash. The Committee recom- 
mend that a firm time limit should be laid down in the Income- 
tax Rules and any violation thereof should render the official con- 

CL cerned liable to disciplinary action. C. 
OD 




