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I, the Chairman of the Public Accounts Committee as authorised 
by the Committee do present on their behalf this Thirty-Eighth Re- 
port on action taken by Government on the recommendations of the 
Public Accounts Committee contained in their Two Hundred and 
Seventeenth Report (Seventh Lok Sabha) on Cost of Collection. 

v 

2. In the 217th Report the Committee had noted a cpnsiderable 
increase in the pendency of income-tax asseiaments, in&rne-tax 
arrears and income-tax appeals. They hadpornmended tkpt Go- 
vernment should take all necessary steps with a view to liquidating 
pendency of assessments, arrears and appeals. The Committee have 
expressed dissatisfaction over the mere issue of instructions and 
other steps in this direction and have desired that the Central 
Board of Direct Taxes should evaluate the impact of these measur- 
es on reduction of pendency of assessments, and arrears of taxes. 
They havefalso recoqmended that the Ministry of Finance should 
lay down a time-limit for the Appellate authorities for their deci- 
sions on the appeals. They have desired that Government should 
require appeals to be disposed of expeditiously, etery efforts being 
made' to dispose of appeals within a time-limit and any failure to 
do so being explained to the satisfaction of the Ministfg. 

3. The Report was considered and adopted by the Public Ac- 
counts Committee at their sitting held 6n 18 March, 1986, Minutes 
of the sitting form Part I1 of the Report. - 

4. For facility of reference and convenience, the recommendatlarrs 
and conclusions of the Committee have been printed in thick type 
in the body of the Report and have also been reproduced in 8 
consolidated form in the Appendix to the Report. 

5. The Committee place on record their appreciation of the aa- 
dstance rendered to them'in the matter by the OBltce of tbc Car- 
ptroller and Auditor General of In&. 



REPORT 

This Report of the Public Accounts Committee deals with the 
action taken by Government on the recommendations and observa- 
tions of the Committee contained in their Two Hundred and Seven- 
teenth Report (Seventh Lok Sabha) on Paragraph 1.05 of the Report 
of Comptroller and Auditor General of India for the year 1981-82, 
Union Government (Civil) Revenue Receipts, Volume 11, Direct 
Taxes relating ta Cost of Collection. 

1.2 The Two Hundred and Seventeenth Report of the Committee 
was presenteci to Lok Sabha on 30 April, 1984 and contained 28 
recornmendationsjobservatiolm. Action taken notes in respect of all 
the recommendationsiobservations have been received from Gov- 
ernment. These have been categorised as follows:- 

(i) Recommendations and obse~ations that have been accept- 
ed by Government. 0 

S1. Nos. 1 to 8, 10, 11, 13, 17, 18 to 22, 24 and 27. d 

(Total 19). 

(ii) Recommendations and observatiaps which the Committee 
do not desire to pursue in the light of the replies received 
from Government. 
Sl. Nos. 12, 16, 23 and 28. . (Total 4) 

(iii) Recopdmendations and observations .replies to which have 
not beem accepted by the Committee and which require 
rdturatioa 

Nor. 9, 14, 15, 25 and 26. (Total 5)' 
I 

(ivr Recommendations and observations in respect of which 
Gowmnent have furnished interim mp,Ues. 

1.3 The Committee will now deal with action taken by Govern- 
ment n some of th& recomr13~)ndatiom. 9 
Awears of Assessments 

1.4 In their 217th Report (Seventh Lnk Sabha) while dealing 
with cost of collsdian of direct taxes, the Cammftbsa had also corn- 



mented upon the performance of the Department in three vital areas, 
of work, viz. assessment$, collections q d  appea&. 

1.5 The Committee had noted. that during the five year period 
from l978-79 to 198283, the strength in the cadres of ~omhssioners-  
of Income-tax OfEcers and Income-tax Inspectors had increased from 
7891 (1978-79) to 8504 (1W2-83). The number of Commissioners of 
Income-tax had gone up by 138, that of Inspecting Assistant Com- . mi.doners/AppeUate Assistant Commissioners by 115 and Income- 
tax OfIicers by 286: The Committee had also noted that during the 
recent years the Department had taken certain measures to 'simplify . 
the p,lroceduxw for assessments like, creation of the Institution of - 
Inspe~@Z Assistant (hrm&&mer (Assessment) with effect from 
October, 1978, enlarging the scope of si?rnmary Asseyment Scheme, 
and proviqng for assessment by Income-tax Inspectors etc. In this 
connection, the Committee in Paragraph.5.7 of the Report. had 
observed:- 

''The ~ o d t t e e ,  however, regret to observe that despite the 
above reforms and measures taken by the Department to 

pjr.aimplify the procedures, the number of pending assess- 
' ments has been constantly going up in the last five years. 

The pendency has increased from 15.38 lakhs at the end 
d the year 1977-78 and 19.26 lakhs at the end of the year 
1978-79 to 26.61 lakhs at the end of the year 1981-82. U?at 
48 Xuwe surprising is that the pendency of even Summaryt 
Armessmsnte has been going up from year to year, the 
number at the end of 1980-81 being 16.76 lakhd as against 
8.62 lakhs a t  the end of 1977-78. In Company cases also, 
the pendrency has been constantly going up. It rose from 
40psS in 197879 to 48,886 in 1979-80, 52,250 in 1980-81 and 
55,861 in 1881-82." 

1.6 Prmphnsfsing the need for speedy disposal of Income-tax 
-te, the Committee in paragraph 5.9 and 5.14 of the Repbrt 
had oheerved/recommended: 

'The Ministrgb explanation that $he increase in the 
ob -t fe d y  due to greater addition of new 
d dw to non-availability of adequate man-pow- 

is fa5 from m&ncing. ~ r o m  P statement fur- Z3Ew tbc Mfnistrg, tb. committee dbsemc that 
the number of asse~~ments completed by the Department 
dwhg $b years 39'78-79 and 19'79-80 was substantially 
bw than in 19'77-78 and even in 1980-81 the number of 
-mts c0mp;Leted was a shade below that in 197'7-78. 



This shows that arrears were not wholly due to new ss- 
sqssment cash but also due to ,deterioration in the per- 
formance of the Department. The Committee, note in. this connection that-&le* the achievement of some corn- 
missionerates exceeded the Action Plan targets, that of 
others fell far below the targets. From this, the Commit- 
tree are led to the conclusion that the performance of each 
individual Cornmissionerate was almost wholly depend- 
tee are led to the conclusion that the performance of each 
vidual ofRcers.' In the opinion of the Committee, the 
Board had failed in its duty to ensure that the perform- 
ance of each Commissionemte vis-a4s its ntanpower was 
optimal, 

The Committee were informed in evidence that the Board 
was thinking of "introducing a concept of watching the 
100 top cases of each Income-tax m c e r  and each Assistant 
Commissioner. In all these eases, there will be some f sort of supervision". The Committee would like the 
Ministry to introduce this measure. 

The Commj ttee would further like the Board to examine the 
matter in all its aspects and take all necessary steps 
with a view to liquidation of pendency of assessments in 
the shortest possible time. The Committee would await 
the steps taken in this regard, together with the outcome, 
thereof ." 

1 .7  In their action taken note furnished to the Committee, on 2 
August 1985, the Ministry of Finance (Department of Revenue) 
have stated: . * 

''The Board has introduced the concept of watching 100 top 
cases with each Inspecting Assistant Codssioner 's  
Range. With the enlargement of the scope of summary 
assessment Scheme and on account of further steps taken 
towards the reductions of pendency of assessment, the 
disposal in all areas of 'assessments, have increased. 'in 
comparison to earlier years. The Scheme af assesments 
in a summary manner has gradually been U k a b e d  with 
a view to substiintially reduced pendency of -cases upto Rs. 
1 lakh. The emphasis on tax asse-ts is shift4 bmm 
rottine examination of a very large number of cases to 
a thorough =tiny of bigger cases. A, copy each of the 
Instructions No. 31M, 1538, 1566 v d  1617 issued in this 
behalf is enclosed." ' I 



18. In their 217th Report, the Committee( had obaarved thst the 
pendesrqf of incow tax assessments had increased h m  15.38 lakhs 
in 1977-78 to 26.61 lakhs in 1981-82. They bad pointed out that 
despite the departmental measures to reduce pendency, l ib,  crea- 
tion of the posts of Fspecting .rfssistsnt CoPMi98ionar (Asse~smant), 
enlarging rhe scope of Summary Assessment 'Sch-, empowering 
Inspectors also for completion of income-tax assessments; and by 
substahtial increase in staff strength etc, the number of pending as- 
sessments had still been constantly going up. Emphasising the need 
for expeditious disposal of inconle-tax assessments, the Committee 
had recommended that the Central Board of Direct Taxes should 
examine %e matter in all its aspects and take all necessary steps 
with a view to liquidating pendehcy of assessments in the shortest 
possible time. In their action taken note, the Ministry of Finance 
have cited certain instructions sipce issued by the Board laying down 
revised guidelines for income-tax asseasmemts and have maintained 
that the dlsposal in all areas of assessments have now incrensed. The 
Committee are not qtisfied 6 t h  the mere issue of instructions. They 
would like the Central Board of Direct Taxes to assess the positive 

' impact of these instructions towards liquidation of pendency of 
assessments and infoam the Committee of (i) the precise extent of 
success achieved in this rkgard so far, and (ii) the further steps if 
any they propose to take in order to reduce the panding cases to 
unavoidable minimum level. 

Tax Arrears 

(S. Nos. 15, Para 5.15) 

1.9 Dealing. with the issue of tax arrears, the Committee in para 
5.15 of their 217th Report (Seventh Lok Sabha) had recommended 
as follows:- 

'The Committee are concerned over the rapid increase in 
&ective tax arrearg during the period 19'78-79 to 1981-82. 
They find that the amourlt'of arrears which was Rs. 
C T O ~  as on 3l.3.1979 rase to Re. 977 mnee  as on 31.3.1962. 
The Committee are amazed at the extent of these arrears 
ae aver 90 per cent of tax collections are made up of 
pre-assessment collections Le. taxes wid by the assessees 
on their own and only less than 10 per cent of the tax 
is to be collected by way of regular ~~i~e89mente. The 
Committee am disappointed to note that as against the 
moderate Adfon man target of 55 per uent in regard @ 
mllsction of Incomb-tax amear demand, the achiev-t rr 



during the period 1979-80 to 198283 has rmged betwqen 
38 to 43.20 per cent. The Committee desire that the Minig 
try should examine this aspect in depth and take aefftive 
steps with a view to reduce the tax* arrears to the byest 
minimum. The Committee would like to be apprised of 
the precise action taken in t@is regard, togener with its 
outcome." il 

1.10 The Ministry of Finance (Department of ~evenue)  have in 
, their action taken note stated as under:- 

"Some of the important steps taken recenly for reduction of . 
tax arrears are as under:- 

(i) 

(ii) 

The Commissioner of Income-tax (Recovery) will iden- 
tify cases involving demand of Rs. 10.000)- and below 
with respect to which recovery certificates were issued 
up$o '31.3.1979 and where no recovery was made during 
the last 5 years. 

$ 

Such cases will be processed for write off. This will 
involve the convening of monthly meetings by the 
concerned Inspecting Assistant Commissioners with the 
Income-tax Officers and Tax Recovery Officers. Com- 
missioners of Income-tax (Recovery) will liaise with the 
local Commissioners and convene these meetings. 

(iii) The arrear Uemands in the above cases will be written 
off within the existing procedures and instructions. 

At the Board's meetiqg held on 27.8.1984, the fdlowing ded- 
dons were taken: 

(a) It was foimd that in 99 cases, the arrears exceeded 
Rs . 1 wore as on 31.3.1984. The Commissionem of 
Income-tax were asked to identify the demands I&- 
ed up in appeals with M C ,  CTT (Appeals). ITAT as 
also in proceedingp before the High Courts and Sn- 
preme Court, where the matter is pending with tbe 
CIT (Appeals) Member (RM) will write to the CIT 
(APP-W f& -early disposat ofl appeals. As 
appeals pending with ITAT and the Court pmceed- 
in@, the Commissioners of Income-tax were 
ed to take steps for the early di& of appeals and 
=&?=m= 



over the stay cases, over payments of instalrnents and 
auction of immovable properties, expediting disposal 

of wavier petitions and write off proposals giving 
effect to appellate orders etc. 

(c) The Commissioners of Income-tax were asked to 
keep a strict watch on the dossier cases of arrears of 
Rs. 10 lakhs and above and particularly in cases 
where the arrears exceed Rs. 25 lakhs and 

take follow up steps for reduction of arrears. The 
Commisioners of Income,tax were made personally 
responsible to ensure that 50 per cent of the arrears 
are brought forward as on 1-41983 Are reduced. 

(d) The members of the Board were asked to havegerso- 
nal disscussions with the Commissioners of Income- 

tax concerned when they 'go on tour so that a break 
through is achieved in arrear reduction. 

. ( e )  The Director (Recovery) was asked to pay particular 
attention to the cases of arrears of Rs. 10 lakhs and 

above in view of the fact that the arrears involving 
in such cases form a substantiaj portion of the total 
arrears. 

(f) It was found that the figure of current demand raised 
in 1983-84 has gone up Rs. F711 crores as compared 
to t k  current demand of Rs. 3104 crores raised .in 

1982-83. The reasons for this sharp increase in cur- 
rent demand is being ascertained. 

(g) It was also found that the arrears involved in cases 
of arrears upto Rs. 1 lakh is also substantial. The 

CITs are requested. to pursue recovery- in such cases 
also. 

(h) Th4 vacancies of Aastt. Directors in the Directorate of, 
Recovery are being filled up to ensure review and 

follow up actionsin 1128 cases of arrears of Rs. 10 lakhs 
and above. 

2. Since the above mentioned steps were taken only recently, the 
outcome thpof vould be known only at the end of the current 
financia1 year. 

J 

L11 In theh dfl: aapart, tbe Committea had noted that tb! 
d b t i v e  incametax nran had i n d  rapidly troq P. 755 
'm th ~ 8 - 7 s  ti B.. #77 C T ~  in tbakr COXD- 

cernav#t&eextealtaf~urarplrp.rtiarlaESh.iltkrwdtbe fact 
i k t 9 O p r e e n t o f  trxtdleetioa~~maderrpdepraclwsrrmwnt 



collections, Ee. taxes paid by the assetwm a their own a d h L  by 
way of deduction at source ar advance payment aS Sax or pa+eni 
d tax on bQllf assessment, the Committee had recoarmsarded t h a  
the Ministry af Finance should examhe the issue in aeptb and frlro 
effective steps with a view to reducing the tax arrears 'to the barrxPt 
minim& The Ministry of Finance have in their action taken mob 
enumerated some of the steps tak* recently for reduction of tax 
arrears. These measures include sbeps for early d i & d  of aPperls 
and references, taking up follow-up lzba~surs like keeping a watch 
over the stay eases, payhlents of instaknents and auction of immov- 
able properties, expediting @sposal of waiver petitions and write off 
proposals giving effect to appellate o r b s ,  keeping strict\ watch on 
the dossier cases of arrears a4 Rs. 10 ,lakhs and above &d pensonal 
discussions *bf the members of Board with thd Commissioners etc. 
According to the Ministry, as s o w  of these steps were taken only 
recently, the outcome thereof would be known only st the end of 
the hancial year.   he Co~nmittee desire that the Cebtral Board of 
Direct Taxes should evaluate the impact o£ these measures on reduc- 
tion of tax arrears during each year since these measures began-te 
be taken and apprise them of the concrete results mhrieved within 
the next six montbs. 

Pendency of Appeals 
1 ' . (S. Nos. 25 & 26, Paras 5.25 & 5.26) a 

, 1.12 In their 217th Report (Seventh h k  Sabha) the Committee 
had taken a serious view of the heavy pendency of appeals. In this 
ponraection, the Committee had in Para 5.20 of the Report observed:- 

"They observe that pendency of ap&als has gone up from 2.22 
lakhs at the end of 1977-78 and 3.50 lakhs at the end of 
1979-80 and 3.60 lakhs at the end of 1980-81. During 1981- 
there, has been a marginal &cline to 3.53 lakhs. The 
above increase is particularly regrettable in view of the 
fact that during the last few years, the appellate machi- 
nery has been considerably strengthened. 

As many as 101 p ~ s t s  of Commissioner and 60 of Assis- 
tant Commissioner have been added in the last kw yeara 
The explanation given by the Ministry that the bcmme 
in the pendency of appeals is mainly due to increase in the 
scrutiny assmsm&t cases Le. from 19.3 lakhs to aOs78 ldd& 
does xibt carry conviction." 

Ernphasising the need for speedy disposal of appeals, the C d t -  
;tee in paras 5.25 and 6.28 of the Report had recommwded.. 

L 



"The Appellate Assistant Cbmmissioners and Commissioners 
(Appeals) and Appellate Tribunal are departmental quasi- 
judicial authorities. The Committee %eel that unless a time 
limit is fixed for their decision, the tendency is for the 
arrears to get accumulated. ,The Committee would like 
the Ministrv to examine this qpect  and Ax a time limit 
for decision by these authorities. 

Similarly a time limit is necessary for disposal of revision 
petitions field before the commissioners of Income-tax. 

1.f3 The Ministry of Finance (Department of Revenue) have in 
their action taken note on the recommendation in para 5.25 furnished 
on 4 September, 1985 seted as under: 

"Under the existing provisions of law, there is no time limit 
in regard to disposal of appeals by Appellate Mstant 
Commissioners, Commisosioners (Appeals) or the Income- 
tax Appellate Tribunal. However, imposition of a statu- 
tory time limit as recommended by the PAC would lead 
to a number of practical difficulties in implementation. 

If a statutory time limit is laid down in'the law in this behalf, 
the law will have to provide for consequences of the 
failure of the appellate authorities to dispose of appeals 
in time. If the law were to provide that the eonsequencer 
would be that the appeal shall be treated as disposed of 
of non-disposal of an appeal within the limitation period 
would be that the appeal shall be treated as disposed of 
in favour of the tax-payer, the provision wouw lead to 
an u n j u s ~  and unwarranted benefit to the tax paper. 
Furher, such a provision would open up possibilities of 
misuse by unscrupulous persons who would so manipulate 
that appeals are not disposed of within .the limitation 
period. On the other hand if it is provided thgt the conse- 
quence of noh-dispod of an appeal within the limitation 
period would be that the appeal shall be treated as 
ciecided against the taxpayer, it would result in denial of 
justice to the tax-payer. 

For the reasons mentioned above, the problem of delay in 
disposal of appeals cannot be d v e d  by prescribing a time 
limit in the law for their. disposal. However, the objec- 
tive underlying the recommendation made by the Public 
Accounts Committee ' caq be appropriately achieved by 
administrative niemes.  The Board would *accordingly 
Sesue appropriate instructions *for prompt' disposal of e p  
pe& by the Appellate ~ s s i s k  Cornmfsslone~s and Corn- 



missioners (Appeals). The Board would also emure, 
through monthly reviews and periodical inspections, that 
these instructions are strictly adhered to. The Law Mi- 
nistry would be requested to similarly mo 'tor and re- 
gulate the disposal of apbals by the Appe l.z te Tribunal. 

1.14 In their reply to the recomm~ndation in p,ara 5.26 also 
furnished on 4 September, 1985, the Ministry have stated: , 

!'Section 264 of the Income-tax Act, 1961, provides that the 
Commisioner may, either on his motion or on an appli- 
cation by the assessee, call for the record of any 
proceeding and pass such order thereon, not being an 
order prejudicial to the assessee, as he thinks fit. 

2. Under the existing provisions, there is no time limit for 
disposal of a revision application by the Cornmissoner. 
Hpwever, imposition of a time limit for disposal of revi- 
sion applications, as  recommended by the PAC, would 
lead to a number of difficulties in implementation. 

3. If a statutory time limit is laid down in the law in this be- 
half, the law will have to provide for consequences of the 
failure of the Comnolissioner to dispose of the application 
in time. If the law were to provide that the consequence 
of non-disposal of an application within the limitation 
period would be that the application shall be treated as 
disposed of In favour of the taxpayer, the provision would 
lead to an unjustified and unwarranted benefit to 
the. taxpayer. Further, such a provision would 
open up possibilities of misuse by unscrupulous persons 
who would so rpanipulate that such applications are not 
disposed of within the limitation period. On the other 
hand, i f  it is provided that the consequence of non-disposal 
of an application within the limitation period would be 
that the application shall be treated as c).Wded against the 
taxpayer, it would result in denial of ice to the tax- 
payer. I, d 

4. For the reasons rnentimed above, the problem of delay in 
disposal of revision applications cannot be solved by pres- 
cribing a time limit in the law for their disposal. However, 
the objective underlying the recommendation made by 

ihe Public A~counts Committee can be appropriately 
achieved by administrative measures. The Board would 
issue inslructions for prwnpt disposal of such applications 
by the Commissioners. The Board would also ensure 
through periodical inspections that the instructions are 
strictly adhered to". 



1.15 In their earlier*Rcsport, the Committee-had taken a mrtw,~ +* of the heavy pendepcy of income-tax appeals, They pad ob- 
served that pendency of appeals had gone up from 2.22: laths h 
1977-78 to 3.53 lakhs in 194114R. lPte number of appeals pending as 
crer 31-1-1986 is 3.13 la&+. Stressing the needj for timely disposal ob 
appeals, the Cowmittee had remnmmdad that the Ministry of 
Finance sbould lay down a t indimit  far the appellate autharities, 
vlz, the Appellate Assi~fQlLt Commissioner, the commiesiom (Ap- 
peals) and the Income-tax Appellate Tribunal for their: decisions. 
The Committee bad also expnessed their view that a similar time 
limit was necessary for a disposal of revision ,petitiona fled before 
the Conunissioners of Income-tax. The Ministry of LFinanee have 
in their action takm reply maintained that the problem of dday 
in disposal of appeals cannot be solved by prescribing a t b l i m i t  
in the relevant law. t According to the Ministry, if a statutory time- 
limit is hid down in the law in this be&&, the law will have to pro- 
vide for consequences of the' fail- of! the appellate authorities! 
Canmissioners to dispose of appeals in time. The Wmistry have 
alfo contended that such a pmJrision would open up podbillties of 
&isuse %y anscmp~rlous persons who would so manipulate that ap- 
pealslrevision applications are not dispsed of within the period of 
limitation. The Committee was aware of the difficulties that may 
arise if a statutory or informal but rigid time limit is,laid down in 
and matters. Their objections was and is that the appellate MI- 
thorities should act with a sense of urgency. What the Ministry 
now propose to do may work well only if the frequexcy of +ha 
iodk inspeetiom is adequate and the inspecting authority satMes 
himself that every ground for delay in disposal was sustainable. And 
-m any case it should be p d b l e  for all to see that the work is dpne 
expeditiously. The Committee desire that Govt. should require ap- 
ptals to be disposed of expeditiously, every e- being made to d b  
p o a ~  of 'appeals within a time limit, and any failure to do so. being: 
~cxplaberl to tb%satisfection of the Ministry. 



CHAPTER I1 

RECOMM~~NDATIONS AND OBSERVATIONS W C H  HA- 
BEEN ACCEPTED BY GO~RNMENT. 

The cornattee note that during the five years from 1977-78 to 
1981-82, the cost of collection of direct taxes has gone up from Rs. 
46.07 crores to Rs. 73.91 crores. The cost of collection for the year 
1982-83 is stated to be Rs. 78.66 crores (provisional). The Collection 
of tax revenue has also increased from Rs. 2289.90 crores in 1977-78 
to Rs. 5551.63 crores in 1981-82. The gross collection for the year 
1982-83 is Rs. 3900.48 crojes as reported by the Ministry of Finance 
(Department of Revenue). With the increase of tax revenue dm- 
ing these years the cost of collection per hundrd crores of revenue 
should have come down. In the case of indirect taxes, the cost of 
collection per hundred crores of revenue has come down by 24 per 
cent during the pmiod 1977-78 to 1981-82, whereas in the case of direct 
taxes the cost of per hundred crores of revenue has actually gone up 
by 3 per cent. This is a cause for concern. As the Committee find 
the expenditure on collection of direct taxes, as a percentage of the 
total tax yield had come down during the period 1977-78 to 197- 
having &ached 1.87 per cent during 1979-80, thereafter is has gone up. 

The relatively high cost of collection of direct taxes will be more 
conspicuous on a deeper analysis of the data relating to the work of 
the Income-tax Department. As the Confmittee observe, over 90 per 
cent of the collection of taxes on income (including the Corporation 
Tax) are made up of preassessment collections, i.e. taxes paid by 
the assessees on their own either by way of deduction at source or 
advance payment of tax ortpayment of tax on self-assessment. The 
tax recovered on regular assessment is under 10 per cent of the gross 
collectio~~. ~hu 's ,  as against the total gross collection df Rs. 3794 
c r m s  op account of taxes on incomtf (including the CorporabEon 
tax) for the year 1981-82, only Rs. 327 crores related to post- 
assessment collections. As the functions devolving on the officers 
of the Department in respect of ppassessment collections, by and 
large,: comprise linking of such payment. and crediting the same 
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to the tap payers in their final ~ ~ e n t s ,  the expenditure of Rrz 
73.a cram on the coUbtim of the above tares oan be said to be 
mainly relatable to post,-t collection which amounted to 
only Rs. 327 cram in 1981-83. The Comdttee are not N l y  satisfied 
with the explenation of the Ministry Wt the increase in cost of col- 
W o n  is inevitable as 84) per cenW the expenditure is on salaries, 
l k e  Committee feel that with determined efforts on the part of the 
Bpartnlbt together with M e r  streamking of procedures and 
@ter atterrtian to bigger cases, the expendituw on collection of 
wt as a p k n t a g e  of total tax yield can be brought down 
cons-. The Committee would like the Ministay to make all 
endeavotm to this end. 

IS. Nos. 1 and 2 (Para Nos. 5.1 & 5.2) of the 217th Report of 
Public h u n t s  Committee (1983-84) (7th Lok Sabha).] 

Action Trrken 

Under the p,rovisions of Income-tax Act, 1961, the assessees are 
required to pay tax voluntarily in the form of Advance Tax, tax 
deduction at  source and self-assessment tax. The important points 
ooncerninLf maKimising of collection from each of thelabove sources 
are disrmslsed below:- 

Advance Tag is payable in the financial ye& immediately preced- 
ing the ~ S G B L I I S ~ ~ ~ ~  year in three equal instalments. Where the ac- 
cmmting year of the .tax payer and on or before 31st Decepber of 
the financial year, Advance tax is payable on 15th June, 15th Sep- 
tember and 15th Ih?cember. In any other case, it is payable on the 
15th Se@ember, 15th December and 15th March of the financial year. 
Under the existbg provisions in force since 1978, every tax payer 
is required 20 send to the IT0 a statement of the Advance Tax pay- 
able lay him on or before the date on which the first imtalment of 
Advance Tax is payable by him. Far this purpose, the Advance tax 
is computed with r e f e m  to the total income of the latest year in 
which regular asemment has been fbalised or on the basis of the 
higher total income of a lder year for which the tax payer has 
paid the self-srsaessment tax. ITO is also empowered to h u e  a 
notice to an existing tax  pa^ to pay Advance ' Tax in 
instalments. A new Cax payer is required to make an ed&pate of 
Advance Tax payable by him on ar before the date on which the 
last instalment of Advanoe Ta~r is payabIe by him. 1Ql[tei* the state- 
ment or estimates has been filed, the tax payer is entitled to - 
downwards the amoupt of Advance Tax payable by him on his 
armat income by fUing an estimate of Advance Tax oa before 
the dab on wtrfch the last inrtdZmeat oa A&riMze TPI b payam 
by biaL Caamt%3ly, it will be ObIfptOrs on a ta P Y  



- kghu amaunt of Adwnca Tax if the Mvmre  Tax computed * OR 
his estimated current income exceeds the amount of AdvanCe Tar 
payable according to the statement or estimate by more than the 
percentage fixed in the Act. 

r6 w 

2. In order to have an effective control oa the collection of 
M v m e  Tax, the CsIT have been ask$d to watch the receipts of 
estimateslsbternents and take suitable follow up action in all cases 
where the estimatesjstatements have-not been received. For this 
purpose, certain registers have been prescribed which are required 
to be maintained by the ITOs. Besides,. the procedure envisages 
checking of tax collections in respect of Advance Tax Statement1 
estimates with total income of Rs. 25,0901- and abovr) in eaah case. 

T.D.S. 

After Advance Tax TI)S is the most important contributor to the 
net budget collections. At present income tax from the following 
payments are required to be'deducted at source:- 

(i) Salaries \ 
(ii) Interest on Securities 

(W) Interest payments other than 'Inkrest on Seht ies '  
(iv) Dividends. , 

(v) Prize Winnings and ms-words puzzles. 
(vi) Payments to contractors and ~ub-contractors. 

.(vii) pabents of Insurance Commission. 
(vdi) Winnings from Horse Races. 

f 

In the Income-tax Department the deduction of tax from salaries 
constitute singe most important source of collection from TDS. Some 
IT09 have bee0 exclusively employed on the work relating to TDS 
from this source. 

Instructions are being' issued from time to time W g  the 
&d@rcement ofethe provisions relating to tax deduction at so&. 
The ttttet ink.cxiuclions on the subject were issued on 2pd Decein,- 
beri 1861, wherein the Commissioners were asked t~ ensure that pro- 
per deduction 'ia made and the amaunts so deducted are promptly 
paid to the Covrrmmsnt. The instructions lay a m  that irnmcdipte 
action should be taken against the d$aulters in cams of 'l.plres. The 
BaaPrd is also -ping a watch on the perfoimmce d the various 
Oommllmi.Mm' chatgar in thtr, regard Itmenay, tbs c3owmmmt 
have decided to introd- complterhtitm ab the v e r i h t h  d 



returns o$ tax deducted at source. For strengthening the TDS work 
in bg metropolltan clues, some ITOs have been exclusively employ- 
ed on the work relatmg to TDS. 

3. Self-assesanent Tax 

Every assessee is required wder sub-section (1) of Section 140A 
of the Income-tax Act, 1961. to pay the tax duei on the basis of 
=turn of income. Instrucbons were issued $0 all Commissioners of 
Income-tax ,by 'BoaWs letter No. 37014218O-IT (33) dated 5th Septem- 
ber, 1900 asking them to watch the compliance of the provisions of 
140A by the Scrutiny of returns with a view to optimising tax collec- 
t ion It was also stated therein that the returns of uncome in com- 
pany cases with returned income of Rs. 50001- or more and in non- 
company cases' those earmarked for scrutiny assessment should be 
scrutinised with a view to ensuring that the tax on self-assessment 
tax has been paid fully. If not, action for levy of penalty should be 
initiated. In order to have a control over- the progress of this work 
the CITs. have to get certificates from the ITOs that all cases of the 
type referred to above are scrutinised and appropriate action taken. 
Streamlininglof procedure in respect of pre-assessment procedure has 
also been con?sidered by Economic Administration Reforms Committee 
in para I1 in EARC Repart No. 24 dated' 30-6-1983 on "Direct 
Taxes: Tax Administration and Procedures" on p. 164. under the 
heading "pre-assessment collection of tax." 

The above has been summarised a t  pp. 174--185 also as follows: 

(i) Employens may be empowered (without any legal obligation 
or liabilities) to deduct at source from the salary thestax 
payable on inceme from sources like house property, inte- 
rest on deposits etc., if so authorised by the employees in 
writing. The employees liability to file returns of income 
should, however, remain intact. (Para 4) 

(ii) No tax should be deducted $.M1 dividends' or interest on 
debentures paid by listed companies to non-corporate tax 
payers through crossed account-payee cheques. (Para 5) 

(a) A suitable system should be devised whereby the work 
of rnonhrhg and chdcldng the dedudtion of tax at source 
cauld bs centrallsed and c011lptorid. For this purpose, 
an appropriate identihtion code for pamm (i.e. payars) 
IfabSe'to deduct tax a t  source should bt developed. (Pam 6) 



(iv) Advance tax may be made payable on the tax payer's 
own esurnate in all cases without the need to file a "state- 
ment bbed on the last asseased income, with an option 
to revise the estimate before the last instalment falls due. 

m s  should be read with III(i) belo,w] (Para 7) 

Out of the above, item (ii) has been given effect to by adding 
cLause V in Section 103 and proviso under Section 194 by amend- 
ment in the Finance Act, 1084. As regards computerisation, already 
.a Study Gmup has been, formed as per the recommendation of the 
Conference of Commissioners of Income-tax, 1984. 

[Ministry of Finance (Department of Revenue) O.M. No. 
241 16184AWAC-I dated 1-12-843 

Beeommendatiw 

Over the years, there has been increase in the strength of staff 
and attempts have been made to simplify and streamline the pro- 
cedures in order to save manpower for re-deployment #in more ?- 
cia1 areas of work. 

[S. No. 3 (Para 5.3) of the 217th Report of Public Accounts 
Committee (1983-84) (7th Lok Sabha)] 

Action Taken 

The Aon'ble Committee has not made any recommendation in the 
above para. It is true that there has been increase in the s M  
strength but qot to the required extent to cope 4 t h  the continuous 
rise in the workload and to combat tax evasion. However, the 
observation of the Hon'ble Committee has been noted. 

[Ministry of Finance (Department of Revenue) O.M. No. 
241 16184-A&PAC-1 L 

As regards the strengthening of the Income-tax Department for 
better tax administrstion, the Committee Bnd that in the hst flve 
years, i.e.'fmm 1978-79 to 19112-83, the strength in the 9 of 
Commissioners, Inspecting Assistant Commissioners, I 
Omcers and Income-tax Inspectors 'has been increased 
(1978-79) to 8504 (1982-83). Save arew of 'Recovery' and 'AcqW- 
tion' \!here is a considerable incream in strength in all the area such 
as 'General AdmWatraVbn Assessrment', 'A@ and, %ammy'. 



The number of Cpmh&mm ag Incomt+tax has gane up by 138, 
, tlU9t of Iuqectizag M t a n t  CbmmiSJdone~rr/Ap~te Assrigtalnt 
~Cornmbionw by 115 and Income-tax C).fpIcers by 28& In addition, 
in the lower cadres, over 2500 posts of Inspectors, Tax Assistants, 
UDCg have bGcn added. h, spite of these increases, the Committee 
regret to observe that the position in three vital areas af work of 
tk ~epartmentassessmthts, collection and appeals has not show 
any impm&nent. The Committee would like the Ministry of 
Flnance to conduct a study as to how far the heayy expenditure 
on the i~creesed strength has served its purposes and if the results 
have not been as expected, what are the reasons therefor and what 
remedid measures ought to be taka  to improve the position. 

Cs- No. 4 (Para 5.4) of the 217th Report of Public Accounts 
Committee (1983-84) (7th Lok Sabha] 

Action Taken . 
The data on the perfonndbe in the three vital. areas of work wis.  

Asseslsment, collection and appeals for the years 1978-79 to 1983-84 has 
been analgsed in the succeeding paragraphs: 



From Col. 4 of the table it is seen that the net budget c o w o n  
has inpased remarkably from Rs. '248934 e m ~ s  in 197&'I9 to 
Rs. 4232.38 crores in 1983-84. 

The above facts and figures prove that there has been an eyed 
increase in the output h the areas of assessment and cdlection work. 

APPEALS 

Prior to the year 1978-79, the appellate work of the deparbnent 
used to be handled by M C s .  With the creation of 88 posts of CTT 
(Appeals) in 1978 the higher revenue 'yielding cases were taken 
away from the purview of AACs and were assigned to Crr (Ap- 
peals) with a view to i m p m  the quality of appellate mkm. e Sub- 
squently, the strength of CIT (Appeals) increased to 101 in 1981' 
to cope with the increased Tlitarkload The perfomaqm of CIT 
'(Appeals)/AACs*durin,g .1979-80 to 1983-84 is in the %Me II1' and 

JV respectively:-. 
0 



TABLE - IV 

From Table III above it would be seen that the disposal of 
appeals during 1981-82 did not show much increase though the 
strength of CIT (Appeals) went up by 32 during the year. This 
is on account of the fact that these extra ~omrnissioners (Appeals) 
*ere in position only after November, 1981 and that too without 
adequate supporting staff. The disposal figures of subsequent year 

i e .  1982-83 and 1883-84 reveal that there has been constant increase 
i n  f i e  output 'as is apparent from the fact that the disposal during 
the year 1983-84 has gone up to 53604 as against 35650 in the year 
1981-82. Provision of more complementary staff since 1981-82 has 
also contributed to the improved performance. 

Similarly, it is seen from Table IV that the disposal of appeals 
by h c s  has gone up from 155319 in 1979-80 to 206087 in 1983-84. 
This a d d  be achieved with the increase in the strength of AACs 
over the years. 

To sum up, it is seen that there has been improvement in the 
overall perfonname in the areas of assessment, collection and 
appeals in keeping with the increase in the strength at various 
levels. The expenditure incurred on the increased s t b g t h  is fully 
justified when viewed in the context of net budget collection which 
has gone up from Rs. 248939 crores in 1978-79 to Rs. 4232.38 cr- 
in 1983-84. 

[Ministry of Finance .(Department of Revenue) O X  No. 
241 16184-A&PAC-I] 

- . 

The Committee are surprised to And that the number of indi- 
ddurf ammees with a returned income of above Rs. 5 l a b  shown 



on the records of the Income-tax Deptt. was only 900 as on 31-3-1982. 
What is %more surprising is that even this number has come down 
to 599 as on 31-3-1983. The CommSttee find it difacult to b&ve 
that the number of individual assessees with an income of over 
&. 5 lakhs could be only 509 in the whole country. In their opinion, 
it is just indicative of the ineffectiveness of the Income-tax Depart- 
ment to prevent large scale evasion in the higher slabs of hcome. 
The picture becomes all the more disappointing when i t  is seen 
that in the last four years the survey side of the Department has 
been incrpased more than four times from 159 in 1978-79 to 667 in 
1982-83. The Committee would like the Central Board of Direct 
Taxes to take effective steps/measures to see that large scale eva- 
sion of Income-tax taking place at present, particularly in the higher 
slabs of income ,is prevented. 
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[S. No. 5 (Para 5:5) of the 217th Report of Public Accounhs 
Committee (1983-4) (7th Lok Sabha] 

Action Taken 

Following measures have been taken recently to check large- 
scale tax evasion:- 

(i) Existing machinery for search and seizure operations has 
been geared up. A new post of Director of Inspection 
(Inv.'III) at Madras has been created for expeditious and 
effective action in cases of South m e .  

(ii) Greater stress is being laid on hunching of more prose- 
cutions 

(ifi) Work of Central Charges has been rationalised. 

(iv) The survey work and the assessment work have been 
separated so that survey ITOs can pay greater attention 
to survey work. 

' [Ministry of Finance (Department of Revenue) O.M. NO. 
241 l6&C-&PAC-I dated 31-1E)-84 J 

Recommendation 

The Committee find that as a measure to simplify the procedures, 
the institution of 1- Assistant Commissioner' (Assessment) 
has been created with effect from October, 1978, with a view to 
uWing the experience gained by Senfor OleRars on making mmss- 



03~pt in bteger and complicated cases and actively amdating them 
in day to aay progress of completion of assessments resul@g in 
proper COOK;Lingt10n and scrzltmy. Sped& range having conciuTest 
jum&Sion under Section 125-A 9f the Act have been'set up. Each 
mch range comists of one IAC (Wessment) and h e  Senior 
ITOs. All asseswent work in respect of cases where the returned 
incame or the last assessed income is Rs. 5 lakhs and above is, 'done 
by the IAC (Assessment) himselt 

Thm are 108 such IACs in position. Each such IAC is required 
8 d b p e  of $33 ma& cases along with the linked ' cases. Further, ' 

b provide relief to the Income-tax Wcers, the Income-tax Act has 
been amended through Finance (NO. 2) Act, 1980, effective from 
1st September, 1W, providing for assessment b;y Income-tax Ins- 
pectors. Pursuant to this amendment, fuactions hive been assigned 
to Inspedors in smaller category of cases-Summary Assessment 
cases up .to R& 25,000. With the same end in view the Central 
Board of Direct Takes has issued instructions on 13-51983 enlarg- 
ing the scope of tbe Surpmary Assessment so as to cover more cases 
within its ambit. Now, all nbn-commy cases (including salary 
msesmwnts cases) up to a monetary limit of Rs. one Iakh ahd cod- 
pany cases @mirig income below Rs. 5 lakhs will be covered under 
Use Assessment Scheme. Sub-clawis, (ii) and (fli) of 
Sectim 152 (1) (b) of the Income-tax Act, 1961 have b&en omitted 
whereby the discretion of the ITO to m& adjustm&ts regarding 
certain admissible and inadmissible items has been taken away. 

p. No. 6 (Para 5.6 of the 217th of PAC (198384) 
7th Lok Sabha)] 

The obeeavation made by the Pub- Accounts Co-ttee on 
pglra 5-6 d the Zl7th Report (1983-84) are only co~ll~peatative in 
ndture and, -oh, .tlo not xquh any &Ion taken note. 

of Finance mar tanen t  of Revenue) O.M. No. 
241 f 6lWA&PAC-I dated 1-8-85 1. 



fmn J6.38 lakb at the ;md of the year 19R-78. and 1926 laths 'at 
the end of the years 1~8-79 to 26.61 l a b  at the end of the $& 
1961-82. What is  more surprising is that the pendenuy of even 
Summary Assessments has been going up from year to year, the 
number at the end of 1980-81 bei+ 16.76 lakhrs as against 6.62 1zk.h~ 
at the end of 1977-78. In company cases also, the pendency has 
been constantly going up. It rose from 40,563 in 1978-79 to 43,W 
in 1979-80, 52,2501 in 1980-81 and 55,861 in 1981-82. 

[S. No. 7 (Para 5.7) of Appendix IV of the 217th Repost of PAC 
(7th Ink Sabha)] 

Action Taken 

The problem of mounting arrears of I.T. assessments has been 
under the constant review of the Board and steps have been taken, 
&om time to time, t0 match the workload with the available man- 
power. 

2. With a view to speed up the disposal of income-tax assess- 
ments with the manpower available and to reduce the ever increas- 
ing backlog, instructions have recently been issued by the Board 
that assessments in salary cases with returned income up to 
Rs. 50,0001- and non-salary cases with returned income up to 
Rs. 25,0001- be completed without any checking of any sort. 

3. The redeployment of the manpower thus released on other 
cases, is expected to contain the wrkload in other areas. . 

[Ministry of fiance (Deptt. of Revenue) 0.X No. 
W A C - I  dt. 

Fnnn a statement furnished by the hdiaiatay indicating the per- 
fonnance vim-vis the Action Plan targets in the area of aapesranant ' 
during the gears 197&79 to 198283, the Cnmmittee notice at ih 
a u t h s e y e s r s , t h c . e t u p l p e r f Q R n a h c e h l l q s s n m ~ b d ~ t h  
Action Btaa t&b laid down by the Central Board of Direct 
As againsttheActionPlantarge& of ? S p r  centinetsrcofScrutia,y 
ArPlPlkssmeat casesin 1981.82, the adriePeaabnt was59py.c~hf  and 
wagah#theAetCon PlPnbqpt of 100per centhcruwof summary 
cams selected at random for mutiny, the achievemea;t was merely 
Wper cent. Ih case of SumzrJPry and Salary &lsmamer~ cam in 
the same par, the achievement was only 68 per cant as aglalnst the 
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Action Plan target of 85 per cent The position in the'year 1982-83 
also did not show improvemen,$. The above figures speak for 'them- 
selves and the Committee need hardly Comment on them. - 

It is learnt that Action Plan targets are h e d  by the Central 
Board of 'Direct Taxes in consultation with the Commissioners of* 
Income-tax. This exercise is done after takSng into account the 
actual performance in the preceding three years, the arrears the 
curreni'work-load and available manpower. Thze targets are so set 
that there is an element of challenge in regard to their achieve- 
ment. While some of the Commissioners are able to achieve and 
exced the target laid down, some others are not able to do so. The 
reasons given arc that'the arrears pertaining to past years from a 
hardl core. The. monitoring of implementation of the Action Plan 
is carried out by the Directorate of O&M services by calling or 
quarterly Chntrol Statements from the Commissioners. Commis- 
sioners who lag far behind the target fixed are being asked to look 
into the matter and take steps to improve the pxfor&ance. The 
Committee need hardly point out that the Ministry should have a 
closer watch on the performance of the department so as to ensure 
that targets fixed in the Action Plan are inveriably achieved in all 
areas and also analyse the reasons for the shodfall in certain Com- 
missioners' charges and take cpmective steps wherever necessary 

' to improve the o v d l  performance. 
[S. No. 8 & 27 (Paras 5.8 4% 5.27) of the Appendix I of the 

217th Report of the PAC (Seventh Lok Sabha) (l98S.84)] ' 

Action Taken 

already taken note of by the Honourable Committee, the 
targets in the key result areas selected in the annual Action Plans 
are so set that there is an element of challenge in regard to their 
achievement. Thus, it is inherent in the scheme that the targets 
may not always be achieved by all the Charges of Commissioners 
in India. n e  objective is that all of them should put their best 
effort to achieve the targets. As r e o o m m m d  by the Honourable 
Committee, the Ministry would keep a closer watch on the per- 
formance and wherever there is large khortfall irom 'the tar* in 
.certain Commissionerst Charges, the reasons for the shortfall' would 
be wertained to take corrective steps wherever necessary. 

[Ulnistry of Finance (Deptt. of Revenue) O.M. Nu. 24116184- 
A&PAC-I dt. 1-12-84J 



\ 
The Committee gathered an impression that the irrstitution of 

IACs (Asqessment) has not so far played the meaningful role it was 
expected to play. Asked whether "he strength of IACs (Assess- 
ment was not d o  large in relation to work to be handled, the 
Chairman, Central Board of Direct Taxes stated in evidence Y can 
have a look into it". In a note fwzmi@d to the Committee subse- 
quently It has been stated that "the functioning of t$e IACs (Asses  

' ment) Bas been considered in the Conferences of Commissioners 
of Income-tax held in 1982 and 1983" and that "the sd jec t  matter. 
is under study". The Committee trust that the working of the 
institution will be examined in all its aspects and necessary correc- 
tive steps taken. The Committee would like to be informed of the 
decisions of the Board togethir with the follow-up action in the 
matter. , I 

IS. No. 10 (Para 5.10) of the 217th Report of Public Accounts 
Committee (1983-84) ' (7th Lok Sabha) ] 

-4ction Taken 

The functioning of the institution of the IACs (Assessment) 
has been under the constant review of the Board. With a view to 
increase the effectiveness of this institution in producing the desired 
results, new modalities have recently been laid down. Copies of 
Board's ldter D.0.F . No. 20118183-ITA-I1 dated 31-12-1983 and 
21-7-1984 relevant for this purpose are enclosed. 

winistry of Finance (Deptt. of Revenue) O.M. No. 24116184 
A&PAC-I dt. 31-10-&b] 

P. S. BHASKARAN D.O.F. NO. 201) 63 (83-ITA-I1 
MEMBER (INCONE-TAX) Government of India 
pH. 373621. Ministry of F'ipance 

Central Board of Direct Taxes 
New, Delhi, the 21st July, 1M. 

My dea; 
0 

The new set up of the IAC (Assessment) has come into being 
in this Anancia1 year. The cases have also been assigned to the 
LACS (Awessment) having regard to their importance either from 
income mgle or the scale of the concealment estimated in search 
and seizure operations. Thfs letter is to set out in brief what is 
expected from the IAC (Abessment). 



2. The IAC (lbtewnat) bein'g a senior C)PBceS in the Depart- 
ment-is expected to make a statutorily and arithmetically correct 
ayemnent. There should not be any room for the audit, both * in- 
ternal and to fbd any mistake either in the aritbmeltical 
accuracy or in applymg the statutory provfsions relevant far the 
assessment year concerned. , The kind of mistakes &tit are r e p o w  
ear after year in the C&AG's reports should not creep into assesra- 
ments made by the IACs (Assessment). 

3. The LAX: (Assessment) should be in a position to complete all 
the pending assessments in the cases assigned to them by 31st 
Umh, 1986. In other words, on 141086 there should only be the 
a r ren t  asessments pending in these cases. I am aware of the fact 
that in many of the bigger cases, there is more *than one time bar- 
ring assessnent'e~er~ yea.. The PmZice af avoiding an assessment 
getting barred by knitation by taking a revised return just before 
the limitation date should cease forthwith. An IAC (Aaaessment) 
may postpone completion of a time barring assessment in cases a 
revised return is filed only with the administrative approval, in 
writing; of t$e CIT. ' I am sure that the CIT will see to it that assess- 

, ments are ta.ke!n up ri&t from the e v q '  beginning so that the 
contingency of taking a revised return does not arise. 

4 Subject to the overall target of making assessrne~ts in 'all 
cases upto date by 31st March, 1986, the IAC (Assessment) should 
a m r e  that all points are looked into in all these c m  apd followed 
up properly. To give an example, if there is a cash credit, the LAC 
(As~essment) should not rest content with a confinnation letter but 
shduld follow it up to establish its genuineness or otherwise. In 
other words if them is any indication clue or lead pointing to fraud 
or co-mb the IAC (Assessment) is expected to follow it up. 

. 5. The LAC (Assessment) should be told in clear terms that their 
perfo-ce will b judged from two atand points mentionid above 

i .  *., 



6. Some IPLCrt3 (Assessment) have been dm of f&m~ 
with '~artneas' and companies with directors and impartant share- 
holders. The assessmeats of finn and partners and dompanim and 
directors should be taken up and completed at1 the same tfme. For 
performance appraisal the eil~~msrhent of the 3rm and it8 p a r t n ~  
and companies and it$ directors will be taken as one assessment 

7. The k s  (Assessment) will not as a matter of rule, maLs 
a& ex-parte ,asmsme~zt wder Section leL If for any partiah 
reason it becomes n q e s q  to make w e  aswwment, it should 
be done with CWs written approval. 

' 

8. Commissioners &f Income-tax a& expected to closely monitor 
the functioning of the IACs (Assessazent), ,in thdt char@. 

9. The above guidelines will not apply to IACs (Asse58ment) 
fundionin& in Central Circles. 

Yours sincerely, 
Sdl- (P. S. BHASKARAN) 

Shri 
Commissioner, of Income-tax. 

N. SUBRXMANIAN D. 0. F- NO. 201163/83-ITA-11. 
M E M B E ~  (INCOMSTAX) 

~ O F I N D U  
CENTRAL BOARD OF DIRECT TAXZS 

New hela the 31st December, 1983. 
My dear 

You may recall that the subject of improving the quality of assess 
ment and strategy for speeding up of work in t& Department was 
discussed during the Commissioners Conference in 1983. I am writ+ 
ing this letter,,h you to highlight the importance of improving the 
quality of assessment. In this connection mention was ma'rde to the 
institution of IAC (Asstt.) and i t s  eff&tivek in producing the 
desired results id the Reld of assessments. 

2. There are todaj different levels of of1Bcers doing what may be 
called amitby assessments. We have ITOs in company circles, the 
I n  in Central Char'ges, ITOs in Speci& ~n&timtio~ Cirdw mi 
IACs (Asartt.). The cx,nfiguration of these cdace~s varies , from 
charge tq charm detnndinu u ~ p  the situation. H O ~ ' .  thans can 
be no doabt that tEte institutfon of IAC (Ass%) i q  miqm ia t&ar 



ways than one. (He is a senior officer, who is ex ted to. bring to G bear his experience and expertise on his job. The C (Assessment) 
is essentially a one-man task force and I have no doubt that it is this 
institution which needs to be built up in order to improve %he func- 
tioning of the Department. But for achieving this end we need to 
.take a few' concrete8 and effective steps, which, inter-alia, are as 

There should be pwper case and selection of the incum- 
benk of IAC (Asstt.). For this purpose, the CIT may 
after interviewing, if necessary, keep a select i an el of 
oficers. which may be intimated to the Board. 
Proper case has to be taken in assigning cases to IAC 
(Asstt.) . Our experiCme from 1978 shows that it is in thig 
area of action perhaps that we have not succeeded as 
much as was expected. I would, therefore, like you to take 
stock of the important cases in your charge so that the 
most important among them will be assigned to the LAC 
(Asstt.). LAC (Asstt) are not to be assigned the routine 
kind of cases but only high revenue yielding or tax fraud 
cases in order to utilise the wider experience of these offi- 
cers. I leave it to you to judge the inherent importance of 
the cases in your charge which need to be handled by a 
senior officer. , 
The IAC (Assessment) will have only one Gr. 'B' IT0 
and one Inspector under him. The IAC will alone make 
all ~ncome-tax assessments. 
The annual disposal of the cases by the Unit of the IAC 
(Asstt.) would be a minimum of 75 real, income-tax 

8. l?he proposed set up is expected to come into being from 
1-4-1984 I would like you to i n i t i b  the ground work for the 
implementation of the above decisions and complete it by March, 
1fHM so that the unit of IAC (Asstt.), a Group 'EY o!ilcer and one 
Inspector is in position on 1 4 1 M  . 

4. I would like to hear about the steps taken by you in this con- 
nedion by 29th February, 1984. 

Yours dncerely 
Sa/- N. SUBRAMANIAN 



Ir 
The Committee observe that the Summary Assessment Scheme 

was introduced with the avowed object of reducing workload in the 
Income-tax Department. However, the impression which the 
Chairman, Central Board of Direct Taxes gave in his evidence was 
that the Income-tax Department has not been able to make use of 
the Scheme as a successful instrument of quick breakthrough in 
disposal of small assessment cases, as originally envisaged. In reply 
to a question whether as a result of the introduction of the scheme 
the object of reducing the workhad has been achieved, the Chair- 
man, CBDT stated, "No, we have not achieved the same". In reply 
to another question, he informed the Committee that "in a sum- 
mary Assessment, all that is saved is one notice or may be two 
notices". The Committee are shocked to learn this. In their opinion, 
had the Summary Assessment Scheme been implemented in its 
proper spirit and its scope enlarged with the needs of changing 
times, the Department would not have been facing the problem of 
pendency to the orlent it is facing at present. As already men- 
tioned, the Central Board of Direct Taxes has, in May, 1983, issued 
instrucbions greatly enlarging the scope of the Summary Assess- 
ment Scheme. The Committee trust that this will result in sub- 
stantial reduction in pendency of assessments. They also trust that 
the Board will keep the matter under constant review and take 
whatever steps are necessary to further simplify the procedure so 
that minimum possihle time is went on summary assessment cases 
and the manpower thus released is utilised for scrutiny of large 
revenue cases. 

[S. No. 11 (Para No. 5.11) of the 217th Report of P~tblic 
Accounts Committee (19'83-84) (7th Lok Sabha)] 

Action Taken 

The observation of the Public Accounts Committee have been 
noted. With a view to speed up the disposal of Income-tax assess- 
ments with the manpower available and to reduce the ever-increas- 
ine  backlog, the Board have issued instructions that s a l av  cases 
with rettlrned income upto Rs. 50.000'- and non-salary cases with 
returned income upto Rs. 3.000'- subject to certain exceptions will 
be completed without anv checking of any sort. A copv of these 
Jnstnlctions is enclosed. 

rMinistry of Flnance (Deptt. of Revenue) OM. No. 241'6184- WV- % -  m- < 

A&PAC-1 dt. 31 -10-841 



instruction No. 1366 
F. NO. 225JW84-ITA- Y GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
Department of Revenue 

Central Board of Direct Taxes 

New Dtlhi, the 21st June, 1984. 
To 

All Commissioners of Income-tax. 
Sir, 

SUB: -Expeditious disposal of Income-tax assessments- 
Instructions regarding. 

- 

During the Commissioners Conference 1984, certain recommen- 
dations were made to speed up the disposal of income-tax assess- 
ments with the manpower available and to reduce the ever increas- 
ing backlog. The recommendations made in this conference have 
been examined by the Board and I am directed to say that in super- 
session of all existing instructions on the subject, the following 
procedure will now be adopted:- 

(1) The present categorisation of the cases into summary and 
scrutiny is done awav with. Instead, they will be divided 
into two classes. namely: 

(i) Salary cases with returned income of Rs. 50,000)- or 
less and other cases with returned income of Rs. 25,0001- 
or less; and 

(ii) Other cases. 

Assessments of cases at  1 (i) above will be completed on 
the basis of the return after linking it with the assess- 
ment records. No checking of any sort will be necessary 
to in such cases 

pending assessments in  such cases will be completed in 
the same manner along with the current assessments. 

However, cases selected for scrutiny like those assigned to 
IACs (Assessment), Central Circles, Film Circles, Special 
Investigations Circles, Special Circles and cases of com- 
panies. trusts, charitable institutions, loss cases, search 



and seizure cases and cases re-opened under Section 147 
etc. will not come under the purview of this scheme. 

.(3) There will be two return receipt counters. In one, re- 
turns of income upto Rs. 25,0001- and below and salary 
cases with an  income upto Rs. 50,000/- will be received 
and in the other, returns in respect of other cases will 
be received. 

This will ensure that returns which are to be assessed in a 
summary manner are segregated at the receipt stage 
itself. 

( 4 )  When assessments are completed in cases falling under 
1 (i) above and there is no additional demand or refund, 
demand notices and copies of assessment orders will not 
be issued, but an intimation that the assesment has been 
complete resulting in 'nil' demandhefund will be issued 
in the attached form. This intimation may be got printed 
in the form of an inland letter so that after writing the 
name and address of the assessee, they could be issued. 

(5) Two demand and collection registers will be maintained 
in respect of assessments completed under scheme l(i). 
In the first register, all cases where the returned income 
is Rs. 15,000/- or less, will he entered, and in the other. 
all others. 

Where assessments are completed by Inspectors, these cases, 
should be entered in a separate part of the register so 
that the number completed by the Inspector and the IT0 
could be separately ascertained. ' 

(6) No penalty proceedings will be initiated in cases corn- 
pleted under I (i) above under sections 271 (1) (a) and 
273 if the returns are filed before 30th Sept. of the assess- 
men t year. 

In respect of pending penalty proceedings in such cases. they 
may be dropped if the relevant returns have been filed 
before the end of the assessment year concerned. 

However, interest under the relevant provisions will be 
levied. 



(7) 5 per cent of the cases completed in the above manner- 
will be taken up for random scrutiny. Commissioners: 
may lay down the random number so that the ITOs can 
select the cases for random scrutiny. The instructions- 
laid down for completion of assessments selected for 
scrutiny on random basis will continue to be observed. 

(8) All other cases, (i.e. cases where the assessments are not 
to be completed in a summary manner), will be dealt 
with under the normal procedure of law. 

2. The above instructions will come into force with immediate 
effect. They may please be brought to the notice of all the officers 
working under you. 

3. Hindi version will follow 

Yours faithfully, 
Sd/- 

(P. SAXENA) 
Secretary, Central Board of Direct Taxes. 

Copy forwarded to: 

1. P.S. to Chairman, Member (Inv.),. Member (L), Member 
(WQJ), Member (S&T), Member (R&A) and Member 
(lv. 

2. All Officers and Technical Sections in the CBDT. 

3. Director of Inspection (Inv.) 'IT & AuditjVigilancejSurvey\ 
1ntelligence~RSB.P'Recoverv~Special Investigation. 

4. Deputy Director of Inspection (PP&PR) New Delhi. 

5. Assistant Director of Inspection (Bulletin) New Delhi. 
6. Comptroller and Auditor General of India. 

7. Competent Audity, Madras~Delhi~Bombay'Calcutta. 

8. Joint Secretary & Legal Adviser. Ministry of Law, New 
Delhi. 

9. Director. O&MS (IT), D.I. (System) New Delhi. 
10. Director, National Academy of Direct Taxes, Nagpur. 

8 

Sd/- P. Saxena. 
Secretary, Central Board of Direct Taxes. 



P.A. No. 
Ofice of the Income-tax Ofher, 

Dated the 
B a r  SirlMadam, 

R ~ R D I N C :  Your Income-tax Assessment fm the cwserrsm~nt 
year 1984-85. 

Kindly refer to the Income-tax return filed by you for the assess- 
ment year 1984-85. 

2. Your Income-tax assessment for the aforesaid assessment year 
has been completed under section 143(1) on the returned income 
and no additional demand has been raised. 

Yours faithfully, 

(INCOMETAX OFFICER) 

Recommendations 

Doubts have from time to time been expressed about the possible 
.abuse of the Summary Assessment Scheme. The Committee note 
that a study conducted by the Directorate of Organisation and 
Management Services in a few Commissioner's Charges has revealed 
that the extent of revenue benefit as a result of conversion of Sum- 
mary cases into Scrutiny cases was only marginal and that the 
Summary Assessment Scheme has not been misused so as to cause 
loss of revenue. While the Committee are glad to notice this, they 
would like the board to continue with the system of random sampl- 
ing to curb the tendency on the part of some assessees to take undue 
:advantage of the Scheme. 

IS. No. 13 (Para No. 5.13) of the 217th Report of Public 
Accounts Committee (1933-84) (7th Lok Sabha) 1. 

Action Taken 

The Board are aware that the system of selection of cases for 
scrutiny on random sampling basis is one of the checks on the 
possible misuse of the summary assessment scheme. With this in 
view, the system of selecting cases for scrutiny on random sarnpl- 
ing basis has been continued. A copy of the relevant instruction 
No. 1566 dated 21st June, 1984 is enclosed. 

pinistry of Finance (13eptt. of Revenue) 0.M No. 241/&/M- 
AWAC-I dt. 31-10-84] 



Instruction No. 1566 

F. NO. 225/63/84-ITA-I1 
G~VERNMENT OF INDIA 

MINISTRY OF FINANCE 
Central Board of Direct Taxes 

New Delhi, the 21st June, 1984- 
To 

All Commissioners of Income-tax 
Sir, 

SUBJECT: -Expedi t io~  disposal of Income-tax assessments- 
Instructions regcarding- 

During the Commissioners Conference, 1984, certain recommen- 
dations were made to speed up the disposal of income-tax assessments 
with the manpower available and to reduce the ever increasing 
backlog. The recommendations made in this Conference have been 
examined by the Board and I am directed to say that in supersession 
of all existing instructions on the subject, the following procedure 
will now be adopted:- 

(1) The present categorisation of the roses into summary and 
scrutiny is done away with, instead they will be divided 
into two classes, namely; 

(i) salary cases with returned income of Rs. 50,000/- or less 
and other cases with returned income of Rs. 25,000(- or 
less; and 

(ii) Other cases. 

(2) Assessments of cases at  1 (i) above will be completed on 
the basis of the return after linking it with the assessment 
records. No checking of any sort will be necessary in such 
cases. 

All pending assessments in such cases will also be completed in 
the same manner alongwith the current assessments. 

However, cases selected for scrutiny like those assigned to 
IACs (Assessment), Central Circles, Film Circles and cases 
of companies, trusts, charitable institutions, loss cases, 
search and seizures cases and cases reopened under sec- 
tions 147 etc. will not come under the purview of this 
scheme. 



(3) There will be two return receipt counters. In  one, returns 
of income upto Rs. 25,0001- and below and salary cases 
with an income upto Rs. 50,000/- will be received and in the 
other, returns in respect of other cases will be received. 

This will ensure that returns which are to be assessed in a 
summary manner are segregated at the receipt stage itself. 

(4) When assessments are completed in cases falling under 
1 (i) above and there is no additional demand or refund, 
demand notices and copies of assessment orders will not 
be issued, but an intimation that the assessment has been 
completed resulting in 'nil' demandpefund will be issued 
in the attached form. This intimation may be got printed 
in the form of an inland letter so that after writing the 
name and address of the assessee, they could be issued. 

(5) Two demand and collection registers will be maintained 
in respect of assessments completed under scheme 1 (i). 
In the first register, all cases where the returned incor;: 
is Rs. 15,000/- or less, will be entered, and in  the othei, 
all others. 

Where assessments are completed by Inspectors, these cases 
should be entered in a separate part of the register so that 
the number completed by the Inspector and the I T 0  could 
be separately ascertained. 

(6)  No penalty proceedings will be initiated in cases completed 
under 1 (i) above under Sections 271 (1) (a) and 273 if the 
returns are filed before 30th September of the assessment 
year. 

In respect of pending penalty proceedings in such cases, they 
may be dropped if the relevant returns have been filed 
before the end of the assessment year concerned. 

However, interest under the relevant provisions will be 
levied. 

(7) 5 per cent of the cases completed in the above manner will 
be taken up for random scrutiny. Comrnissionm may lay 
down the random number so that the ITOs can select the 
cases for random scrutiny. The instructions laid down for 
completion of assessments selected for scrutiny on random 
bask will continue to be observed. 



(8) All other cases (i.e. cases where the assessments are not 
to be completed in a summary manner) will be dealt wit4 
under the normal procedure of law. 

2. The above instructions will come into force with immediate 
effect. They may please be brought to the notice of all the Officers 
working under you. 

3. Hindi version will follow. 
Yours faithfuly, 

Sd/- 
(P. SAXENA) 

Secretary, Central Board o'f Direct Taxes. 
Copy forwarded to: - 

1. P.S. to Chairman, Member (Inv.), Member (L), Member 
(WT&J), Member (S&T), Member (R&A) and Member 
(IT). 

L 2. All officers and Technical Sections in the CBDT. 
3. Director of Inspection (Inv.) lIT l& AuditlVigilancelIntelli- 

gence1RSkPI Recovery Special Investigation1 Survey. 
4. Deputy Director of Inspection (PPgdPR) New Delhi. 
5. Assistant Director of Inspection (Bulletin) New Delhi. 
6. Comptroller and Auditor General of India, New DeIhi. 
7. Competent Authority, Madras/Delhi/Bombay/Calcutta. 
8. Joint Secretary and Legal Adviser, Ministry of Law, New 

Delhi. 
9. Director of D&MS (IT), D.I. (System) New Delhi. 

10. Director, National Academy of Direct Taxes, P.B. No. 40, 
Nagpur. 

Sd/- 
(P. SAXENA). 

Secretary, Central Board tij Dlrect Tuzes. 

P.A. to OBce of the Income-tax Oflicer, 
Dated the------- 

R~ARDMG: Your Income- cuserment for the asseslnnent 
yfflr 1OM45. 



Kindly refer to the Income-tax return filed by you for the awess- 
ment year 1984-85. 

2. Your Income-tax assessment for the aforesaid assessment year 
has been completed under section 143 (1) on the returned income 
and no additional demand has been raised. 

Yours faithfully, 
(Income-tax W e r )  

Recommendations 

The Committee find that several administrative s t e p  have been 
taken by the Ministry to accelerate the pace of recovery, namely 
monitoring of the monthly progress of recovery of arrears by the 
Central Board of Direct Taxes, keeping a close watch by the Director 
of Recovery on the progress of tax arrears particularly in cases above 
Rs. 10 lakhs and supervision by Commissioners over the progress of 
disposal of huge demand appeals with tax arrears of Rs. 1 lakh and 
above. Instructions have also been issued to Commissioners to 
watch each important event in the first top hundred cases in their 
charge. The recovery machinery has also been strengthened by the 
addition of five Commissioners of Income-tax (Recovery) to supervise 
the working of the Tax Recovery Officers. The Committee would like 
to watch the outcome of the steps. The Committee would like to 
observe that mere issue of instructions by the Board will not serve 
the purpose and what is important is to ensure that the instructions 
issued by it are fully implemented by the h w e r  formations in letter 
and spirit. 

[S. No. 17(Para No. 5.17) of the 217th Report of Public 
Accounts Committee (1983-84) (7th Lok Sabha) 1. 

Action Taken 

The recommendations have been noted and suitable instructions 
m e  issued to the Commissioners. A copy of the same is enclosed 
herewith. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 241/W84- 
A & PAGI dated 31-16.1984] 



I?. NO. 385/42/84-IT (B) 
CENTRAL BOARD OF DIRECT TAXES 

Net(-  Delhi, the 27th July, 1984- 
To 

All Chief Commissioners of Income-tax/ 
Commissioners of Income-tax/Commissioners of Income-tax 
(Recovery). 

Sir, 

S ~ J E ~ :  -PAC-217th Report of the Committee (1983-84) - 
Recommendations made in Para 5.17.- 

I am directed to say that in its 217th Report (1983-84), PAC has 
made the following recornrnendations- 

"The Committee find that several administrative steps have 
been taken by the Ministry to accelerate the pace of 
recovery, namely monitoring of the monthly progress of 
recovery of arrears by the Central Board of Direct Taxes, 
keeping a close watch by the Director of Recovery on the 
progress of tax arrears particularly in cases above Rs. 10 
Iakhs and supervision by Commissioners oyer the progress 
of disposal of huge demand appeals with tax arrears of 
Rs. 1 lakh and above. Instructions have also been issued 
to Commissioners to watch each important event in the 
first top hundred cases in their charge. The recovery 
machinery has also been strengthened by the addition of 
five Commissioners of Income-tax (Recovery) to super- 
vise the working of the Tax Recovery Officers. The Com- 
mittee would like to watch the outcome of the steps. The 
Committee would like to observe that mere issue of instruc- 
tions by the Board will not serve the purpose and what 
is important is to ensure that the instructions issued by 
it are fully implemented by the lower formations in letter 
and spirit". 

2. In view of the above, you may take necessary action in the 
matter. It is hoped that as a result of the steps taken there will bu 
substantial improvement in the reduction of arrears. 



3. Please acknowledge the receipt of this letter. 

Yours faithfully, 

w- 
B. NAGARAJAN 

Secreltary, Central Board of Direct Taxes. 

Copy t0:- 

1. D.I. (IT) ID1 (Inv.) JDOMSIDI (P&PR) . 
2. D.I. (RS&P)/Bulletin Section with 6 copies. 
3. Hindi Section with the request that the circular may be 

translated into Hindi. and a stencil of the translation fur- 
nished to IT(B) Section 

4. All Officers/Sections in the Board's Office. 
5. Chief Controller of Accounts, CBDT, New Delhi. 
6. C&AG of India, New Delhi (with 50 spare copies). 
7. National Academy of Direct Taxes, Chhindwara Road, 

Nagpur (16 copies). 

MI- 
V. K. SWAMINATHAN 

Desk Oficer. 
Central Board of Direct Taxes. 

The Committee are surprised to find that no review of the efficacy 
of tax recovCr~- ,\in.~.Ili~:cr;.- has been conducted by the Board so far. 
The Committee strongly recommend that the Government should 
conduct a comprehensive study of the work of the recovery side 
particularly the efficiency of the Tax Recovery Officers and also 
examine how far the objects with which a separate organisation for 
recovery with five Commissioners has been set up, has been achieved. 
The action taken in this regard may be intimated to the Committee. 

[S. No. 18(Para No. 5.18) of the 217th Report of the 
Public Accounts Committee (1983-84) 1 

Action Taken 

In pursuance of the recommendations made by the Committee, 
the Government have entrusted the conduct of the comprehensive 
study of the functioning of the Tax Recovery OEBcers and the Commis-. 



sioners of Income-tax (Recovery) to the Directorate of Organisation 
and Management Services, Income-tax Department, who have been 
.advised to submit their findings/conclusions early. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 241/&/84- 
A & PAC-I dated 31-10-19WJ 

Further Action Taken 

Kind attention of the Hon'ble Committee is invited to thia 
Ministry's 0. M. of even number dated the 31st October, 1984. 

2. A copy of the Report on the Study conducted by the Directo- 
rate of Organisation and Management Services (Income-tax) on the 
working of Tax Recovery Machinery is enclosed. The conclusions 
arrived at therein on the functioning of the Tax Recovery Organi- 
sation and the recommendations made for increasing the effective- 
ness of the Tax Recovery machinery and for increasing the efficiency 
of the Tax Recovery officers are being examined by the Government. 

3. The Study also reveals that after the posting of CsIT(R), the 
performance of metropolitan charges has improved considerably. 
They have contributed to the better organisation of the work of the 

' TROs which produced better results. The Government are, therefore, 
satisfied that the objects for which a separate organisation for 
recovery with five Commissioners has been set up, have been achieved 
to a great extent. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 24116184- 
A & PAC-I dated 12-6-19&rb] 

Recommendation 9 ,  

The Committee are surprised to find that no review of the 
efficacy of Tax Recovery machinery has been conducted by the Board 
so far. The Committee strongly recommend that the Govern- 
ment should conduct a comprehensive study of the working of the 
recovery side particularly the efAciency of the Tax Recovery Ofacers 
and also examine how far the objects with which a separate organi- 
sation for recovery with five Commissioners has been set yp has been 
achieved. The action taken in this regard may be intimated to the 
"Commfttee. 

[S. No. 18 (Pam No. 5.18) of the 217th Report of 
PAC (1888-81) (7th Lok Sabha)]. 



Action Taken 

Kind attention of the Hon'ble Committee is invited to this 
Ministry's O.M. of even number dated the 12th June, 1985. 

2. A study has been made to review the working of the tax re- 
covery machinery of the Department. The Study Report has 
28 recommendations which are being processed by different agencies 
for further necessary action. In pursuance of these recommenda- 
tions, two instructions have already been issued, copies of which a re  
enclosed. ! , .t.- % 4  

[Ministry of Finance (Deptt. of Revenue) O.M. No. 24116184 
A & PAC-I dated 12-8-1985] 

Instruction No. 1642 
F. NO. 398121185-11' (B) 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi. the 29th July, 1985. 
To 

All Chief Comnlissioners of Income-tax and 
All Commissioners of Income-tax. 

SUBJECT:-Provision of suitable officers and staff to man the Tax 
Recovery Oficers. 

Sir, 
I am directed to refer to Board's instruction No. 1520 dated 20th 

July, 1983 as amended by Instruction No. 1542 dated 3rd December, 
1983 whereby the need for having proper-coordination between the 
Income-tax Officers and Tax Recovery Officers and for imparting 
training to the staff in the Recovery Wing etc. was conlmunicated to 
you. In pursuance of the recommendations made by Public Accounts 
Committee (1983-84) (7th Lok Sabha) in para 5.18 of its 217th Report, 
the Board entrusted to DOMS the conduct of a comprehensive Study. 
particularly the efficiency of the Tax Recovery Officers. Extracts of 
the observations and recommendations made by DOMS in this regard 
are given below: - 

"It is observed that very Junior officers are being posted as Tas  
Recovery Ofhers. Information obtained in respect of 
the metropolitan charges illustrate this points". 
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From the above chart it is seen that in M i  and Calcutta charges 
all the Tax Recovery Officers are Income-tax Officers Group 'B' with 
less than 5 years experience. In other .charges also, majority of the 
Officers posted a t  Tax Recovery Officers are Junior Officers. In  none 
of the charges any Income-tax Officer in Group 'A' Senior scale has 
been posted as a Tax Recovery Officer. I t  may be pointed out that a 
Tax Recovery Officer has to tackle many complicated problems which 
requires knowledge not onlv of Income-tax Laws but also of various 
other laws including transfer of property Act, Civil Procedure Code 
etc. He has to deal with assessees who are not very straight forward 
and have managed to delay the payment of taxes for a long time. 
I t  may not be therefore, possible for a newly promoted officer to 
tackle these problems effectively. It  is. therefore, recommended 
that some senior Group 'A' Income-tax Officer should be posted as Tax 
Recovery Officers for handling high demand and more complicated 
cases of recovery. 

Even in Metropolitan charges where Commissioners of Income-tax 
(R) are functioning, the entire staff is under the administrative 
control of Commissioner of Income-tax-I. who posts the staff with 
the tax Recoverv Officers. I t  has been found that it has become 
almost a to post either newly promoted Inspectors or staff 
in the Tax Recovery Officer Unit or even worse, condemned stafT. 
It is, therefore, not surprising that the tax recovery officers are not 
able to extract work from such staff. In any office, there is bound to 
be some more efficient and some less efficient staff. The point to be 
made is that the Tax Recovery Officer should not as a rule have 
inefficient staff members only. CIT (Admn.) should, therefore, pro- 
\ride a fair-mix of competent and not so competent staff for the 
Tax Recovery Officers. 

2. The recommendations made by the Review Committee in this 
regard have been considered and accepted by the Board. The Board 
desires that the above recommendations be kept in mind by the 
Commissioners while posting officers and staff to the Recovery 
Wing. 

Yours faithfully, 
Sd/- 

B. NAGARAJAN 
Secre.tary, 

Central Board of Direct Tams. 
Copy forwavded to: - 

1. Dl (RS&PR), Mayur Bhawan, New Delhi. 



2. DI (Recovery), Mayur Bhawan, New Delhi. 
3. DI (IT&A), Mayur Bhawan, New Delhi, 
4. DI (Inv.), Mayur Bhawan, New Delhi. 
5. DI (RSPR), Mayur Bhawan, New Delhi. 
6. Director, O&MS (IT) Aiwan-e-Galib, Mata Sundri Lane, 

New Delhi. 
7. Director, IRS, Training School, Nagpur. 
8. C&A.G. of India. 
9. Chief Controller of Accounts, CBDT, Lok Nayak Bhawan. 

New Delhi. 
10. All Officers and Section in the Technical Wing of CBDT. 
11. ITCC Section. 

a/- 
B. E. ALEXANDER 

Un&r Secretarv, 
Central Board of Dzrect Taxes. 

Instrvction No.  !W 
E'. No. 398/'20/85-I1 (B) 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
DEPARTMENT OF REVENUE 

Central Hoard of Direct Taxes 
New Delhi. the 30i!: July. 1985 

To 
AU. Commissioners of Income-tax, 

SUBJECT: -Proper co-ordination between ITOs and TROs- 
instruction regarding- 

Sir, 

By Insbuction 1578 dated 13-9-1984 the Board issued a corn- 
pendium of earlier instructions on the above subject which had been 
issued by the Board from time to time. In para 5.18 of its 217th 
Report, the Public Accounts Committee (1983-84) (Seventh Lok 
Sabha) recommended that the Government should conduct a com- 
prehensive study of the working of the recovery, side particularlv 
the &ciency of the Tax Recovery Officers In pursuance of the 
above recommendations of the Public Accounts Committee. the 
Board entrusted the conduct of the study of the tax recovery 



machinery to Directorate of O&M Services. In  the course of t h e  
said study it was noticed that the problem being faced by TROs is. 
lack of co-ordinati~n with the I.T.O.s, Para 5.20 of the Report sub-. 
mitted by the DOMS reads as under:- 

"Another problem being faced by TROs is lack of co-ordina- 
tion with the ITOs. Section 225(2) of the Act provides. 
that the IT0 shall inform that TRO about any taxes paid 
or time granted for payment after the issue of TRC. 
However, in practice, this is never done. The problems 
faced regarding co-ordinaGon are mentioned below:- 

(i) The variation in demand on account of rectifications, 
revisions, appeal effect etc. are not being intimated 
promptly by the ITOs and the TROs. 

(ii) Collection marlo by the ITOs after issue of TRCs as also 
adjustment of refunds against arrears are not being 
intimated to the TROs. 

(iff) No intimation about the deletion of advance arrears un 
completion of regular assessments are sent to TROs. 

(iv) Files are not made available by the staff or ITOs office 
to the sta!f of TROs office. 

To bring about better co-ordination between ITOs and TROs 
and to overcome the problems mentioned above, it is re- 
commended that IACs(R);Range IACs should convene a 
meeting of the TROs and the concerned ITOs twice a 
month. Before the date of such meeting the TRO should 
supply a list cf defaulters with arrears exceeding 
Rs 10.0001'-. in duplicate to the I T 0  concerned who should 
indicate in the list any change in the arrears position in 
those cases and should also $ve the latest assets position. 
These cases then may be discussed in the meeting so that 
appropriate action is taken expeditiously". 

The findings of the Committee have been considered by the 
Board. In order to achieve better results in this regard the Board 
desires that Cs IT should direct IACs(R)/Range IACs to convene 
a meeting of the TROs and the concerned ITOs twice a month, for 
which specific dates may be set apart every month. Before the 
dates of such meetings the TROs should supply a list of defaulters 



with arrears exceeding Rs. 10,0001- in duplicate to the ITOs concern- 
c d  who would indicate in the list any change the arrear position in 
those cases and should also give the latest position regarding assets. 
This will obviate time consuming and bilatory cross references 
between the nffices d the TRO and ITO, and thus hasten the process 
,of recovery. 

2. I t  is requested that these instructions may please be brought 
to the notice of all concerned. 

Yours faithfully, 
Sd/- 

B. NAGARAJAN 
Secretary, 

Central Board of Direct Taxes. 

..Copy forwarded 30:- 

.l. D.I. (RS&PR) Mayur Bhavan, New Delhi. 
2. D.1 (Recovery) New Delhi. 
3. D.I. (IT&A) Mapur Bhavan, New Delhi. 
4. D.T. (Inv.) New Delhi. 
5. D.I. (P&PR) ~ e w  Delhi. 
6. Director, O&M (Income-tax) Services, New Delhi. 
7. Director, Direct Taxes Academy, Nagpur. 
8. C&AG of India, New Delhi. 
9. Chief Controller of Accounts (CBDT) Lok Nayak Bhavan 

Delhi. . . 
10. All OAficers and Sections in the Technical Wing of CBDT. 
11. ITCC section. 
12. Hindi section. Deptt. of Revenue. 

It  is requested that Hindi version stencil mav kindly be sent to' 
the  section. 

a/- 
B. E. ALEXANDER 

Under Secretary. 
Central Bwrd of Direct Taxes. 



' Recommendation 
I .  

The ~ o b m i t t e e  find from para 1.11.8 of the Audit Report that. 
in 46 Tax Recovery Officts in West Bengal, recoveries of Rs. 59,06 
crores were lying without any action for want of particulars from 
the Income-tax Officers. Similarly in 69 Tax Recovery W c e s  in. 
Bombay and Pune Charges, recovery proceedings in respect of 
arrears of Rs. 15.44 crores could not be persued for want of parti- 
culars from Income-tax Officers. The Committee are shocked a t  
the extent of lack of coordination between two Wings of the same 
Department. The Committee desire to know the total amount of 
revenue in the country where recovery was held up for want of 
proper wordination between the Income-tax Officers and Tax Re- 
covery Officers. The Ministry have not been able to give this 
figure. They have, however, stated that necessary instructions have 
been issued by them for streamlining and toning up of the machinery 
of collection of arrears of tax and also for effecting proper cwordi- 
nation and supervision of recovery work. The Committee take a 
serious view of the lapse and urge Gocvernment to ensure that pro- 
per coordination is effected abd maintained between Income-tap 
Officers and Tax Recovei-y Officers. They would also like to know 
the total amo~lnt of revenue in the country where recovery was held 
up h r  want of proper coordination. 

[S. No. 19 (Para 5.19) of the 217th Report of Public Accounts 
Committee (1983-84) (7th Lok Sabha) .] 

Action Taken 

The Government wou?'d like to point out that the information 
relating to the amount of revenue involved where the recovery was 
held up for want of proper coordination between the ITOs and 
TROs ha. not been specificzlly called for in the Advance Question- 
naire on the C&AG7s Report (1981-82) relating to the  ;orking of 
the Tax Recoverv Officers. However, as desired by the Committee, 
information has been subsequently collected. So far 26 charges 
have sent the information which is enclosed. Information in res- 
pect of the remaining 9 charges will be furnished as and when 
received. 

2. In pursuance of the Committee's recommendations, the Gov- 
ernment have issued detailed instructions. [Instruction No. 1578 

1 -' 
dated 13.9.1984 (F. No. 398!258%41T) (B)I reiterating and impr~ssing. 



upon the Commissioners the need for ensuring proper coordination 
between the ITOs and TROs. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 241/6/84- 
A&PAC-I dt. 1-12-19&1.] 

Rcvcnus held up fur uant of coorL'inatiqn trtuetn the 170s TRO . 

S. No. 

7. Delhi . . . . . . .  2378 6,4848, 

8. Jaipur . . . . . . .  . : . , 3597 'J@i2 

1.1. Kanpur 1 . .  3612 2299 

16. Nagpur . . . . . . .  58b 1893 

so. hrk . . . . . . . .  "7 1 52 

21.  Raikot . . . . . . .  '37707 2,6513 
. . . .  22. Madras (Tamil Nadu Chargr) Q , ~ I , I ?  &1,o288 

n?. ~ b c h l  ' . . . . . . .  714 . 1,6772 
14. &A Bcngal . . . . . . -  9,1364 r4J6q90 . . . . . .  25. Wakhrpatnar t  !I87 1,27548 . . . .  ~ 6 .  Andhra Prude& (Hyderabad) 2,98s6 ---------- . . . . . . .   PAL : 19,~608 f i J 4 4 ~ . 8  

-----yF--- 



Instruction No. 1578, 
F. No. 398/25/84IT(B) 

OF I m  
MINISTRY OF FINANCE 
Department of Revenue 

(Central Board of Direct Taxes) 

New Delhi, the 13th September, 84 

22nd Bhadra, 1906 (Saka). 

A1 1 Commissioners of Income-tax. 

S u ~ ~ s ~ : - P r o p e r  coordination between lTOs and TROs- 
instructions regar*ng, 

Sir, 

Several instructions have been issued by the Board from time 
to time itressing the need for ensuring proper coordination between 
ITOs and TRGs so that recovery worE is not held up. However, in 
spite of these instructions, it is founa that the Department is stiIl 
facing c~iticism in this aspect both from the public and the Parlia- 
ment. 

2. The subject of coortlination between different offices of In- 
come-tax Department in wrious fields was studied by a Committee 
specially set up for this purpose. Among other aspects of coopera- 
tion, the Committee in para 13 of its summary of recommendations 
has stattd as follows:- 

'13. There should be proper and adequate coordination bet- 
wean the Tax Recovery Officer and the assessing officer. 
Changes in demand should be promptly communicated to 
the Tax Recovery Officer. Certificates on which no action 
is required to be taken should be promptly cancelled. 
There should be regular meetings between Commissioner 
of Income-tax and Commissioner of Income-tax (Re- 
overy) wherever such Commissioners are functioning 
ana between Inspecting Assistant Commissioners and 
Inspecting Assjstant Commissioners (Recovery). Dos- 
siers of demand of Rs. 1 lakh and above can be discussed 
in such meetings (paras 4.30 to 4.32)." 



3. The report of the "Committee was considered by the Board 
and act!epted, particularly having regard to the fact that only re- 
cently irr the 217th Report of PAC, 1983-%the recommendations 
at para 5119 touched upon the lack of coordination between ITOs 
and TIEOs leading to holding up of revenue collections, which has 
been mentioned in the Board's letter F. No. 398/19/84-IT(B) dated 
the 2nd July, 1984. Therefore, your attention is oqce again invited 
to variou? instructions on the subject which are enumerated in brief 
below ,aind which instructions are reiterated. 

4. In Instruction No. 1149 dated 10-2-1978 [F. No. 398175176-IT 
@)I the report of the Committee on Incometax arrears was con- 
sidered. The following deficiencies were noted:- 

(a) Bulk issue of certificate at the end of the year instead of 
spacing out evently. 

(b) Certificates being issued without meeting assessees' 
objections regarding alleged payments or rectificatior 
pending and without amendment after appeal etc. 

,..(c,) Certificates issued in spite of stay of demands and/or 
grant of instalments. 

(3) Automatic issue of certificates without any action for 
recovery taken by the IT0  himself leaving it to the TRP 
to take all steps for  collection, some of which could have 
been taken by the I T 0  himself. 

The following instructir?ns were issued thereupon:- 

(a) Aid sheet to be prepared from October onwards so that 
issue of certificates can be evenly speced out; 

(b) To avoid certificates for demands which have been stayed 
or for whlch instalments h'ave been granted here the 
Board's earlier instruction No. 1139 dated 16-1-1978 was 
referred to and it was reiterated that the register speci- * 
fled to be kept for such demands stayed etc. should be 
kept which should be inspected periodically by the IACS. 

While on this subject attention is invited to  instruction No. 1412 
dated 17-9-1981 IF. No. 385j73180-IT(B)l which deals witb the topfc 
of what rthould be done when the assessee disputes the correctness 
of the tlsmand (not the correctness of the assessment). Drawing 



atteation to clause IV of Seccnd Schedtile which, empowers the TRO 
for granting further time, i t  was reiterated therein 'that in such 
cases"on1p the undisputkd demands shouId be collected, p e n h g  
clarification from the ITO on the objection raised by the assesbee. It  
was desired therein that the TRO at the end of thefirnonth should 
send a list of such Cases to the IAC, wherein he had requested the 
IT0 to w i d e r  the assessee's objections. The LAC in their turr 
would keep a watch lon such cases and ensure that the ITOs send in- 
timation of modified demands to the TRO within a reasonable time. 

lnstructicn No. 1520 dated 20th April, 1983, was issued from F. No. 
398/30/83'IT(B) in which in  para 2(e)  i t  was specifically mentioned 
that pending clnrifi~ation:' which could be Gbtained even by deputing 
Inspector to the ITO. 1 letter may be issued to the assessee to the 
effect that the demand has been kept in abeyance (As provided in 
item 9, Chapter I1 of Tax Recovery Inspectors Manual). I t  was also 
reiterated at pala 2 ( f j  of the above instruction that as per item 8 of 
the same Manual. till such clarification, no coersive Step for the dis- 
puted demands should he taken pending verificatIon.1 

(c) Particulars of assets to be specified invariably in the form 
prescribed in page 324 of the Recovery Manual. 

(d) In all cases of demands of Rs. 25,0001- and above, the cer- 
tificates are to bc forwarded through the IAC indicating 
the action 'taken by the I T 0  for recovery and indicating 
the line of 'further action for TRO. This instruction is 
probably never obeyed. Here Commissioners of Income- 
tax (Recovery) can enforce adherence to this instruction 
by stating that they will not accept certificates in such 
cases unless routed through IAC with the particulars as 
specified. 

(e) There should be regular meetings between Commissioner 
of Income-tax, IACs, M'Os and TROs even as indicated in 
Board's Circular No. 175 dated 14-8-1975 (F. No. 404/171)75- 
ITCC). Even in this connection, attention is invjted to re- 
cent instruction No. 1567 dated 28-6-1984 [F. No. 375115T84- 
IT(B)] wherein instructions were 'issued for regular meet- 
ing of CsIT (Recovery) with IACs. fiOs and TROs to 
identify and pursue casea of Rs. 10,000/- and below lying 
pending without recovery action for 5 years, for the purpose 
of write off. 

(f) The staff bimo should '&it the offlce of ITO ~ e r i ~ d i e a l l y  
Do collect helpful data, to settle cases. 



(g )  In carving out jurisdiction for TROs, the administrative 
Commissioner should ensure that4 theykcover and are co- 
terminus with the jurisdiction of ITOs. 

(11) The work of TRO should be reviewed every month. (F. No. 
404/138;177-ITUC dated 5-10-19?7). % 

' 5. In Instruction Na. 1520 dated 20th July, 1983, mentioned above, 
the following additional instructions were issued:- 

(a) The commissioners should institute refresher courses for 
TROs and staff for ensuring better performance with bet- 

, , ,,fer. knowledge, better planning and better maintenance of 
records. 

(bP Th,e administrative CIT should ensure adequate sanctioned 
' 

strength being .given to'the ~ e c o v e r y  Wing. 

(c) Incomplete or wrong particulars or addresses and assets 
should be avoided in the certificates and any lapse on this 
part viewed seriously. Now that separate CITs  recover.^) 
are there at  5 Metropolitan charges, it should be eazier for 
them to take action in respect of such careless work which 
come to their nbtice. , ' C  ' 

6. While sending the quarterly report for TROs performance 
giving details of the certificates disposed and the amounts collected 
-etc. kindly add a para 'giving brief particulars in respect of the 
following.- 

(a) Action taken for the various lapses mentioned above. 
(b) Reviews and inspection done by IACs and CsIT. 
(c) Meetings held with IACs and ITOs. 

Yours faithfullv, 

Sd/- 
(B. NAGARAJAN) 

Secretary, Central Board of Direct Taxes. 
' '  _ I  ,".* 

Copy forwarded to:- 

1. D.I. (RSkPR), Mayur Bhawan, ... New Delhi. 
2. D.T. (Recovery), New Delhl 
3. D.I. (ITRA) Mayur Bhawan, New Delhi. * 4 l b  

. 



4. D.I. (Inv.) New Delhi. 
5. D.I. (P&PR) New Delhi. 
6. Director, OBM (IT) Services, New Delhi. 
7. C&AG of India, New Delhi. 
8. Chief "Controller of Accounts (CBDT) Lok Nayak, Bhawarq 

New Delhi. 
9. All officers and Sections in the Technical Wing of CBDT. ., 

10. ITCC Section. 
11. Director, Direct Taxes Academy, Nagpur. 

Sd/- 
(B. E. ALEUANDER) 

Under Swetary,  Central Board of Direct Taxes, 

[S. No. 19(Para 5.19) of the 217th Report of Public Accounts Com- 
mittee (1983-84) (7th Lok Sabha) I. 

Kin3 attention of the Hon'ble Committee is invited to our O.M. 
of even number dated 1st December, 1984. 

2. The information in respect of the 8 charges of the 9 remaining 
charges is as follows:- 

S. No. Charge No. nf Arnoun 
RCS involw 

(000) 

3. Bhopal . . .  s . . . . . .  21268 33740 

* 
5. to 7 Gujarat Charges (Ahmedabad, Baroda & Surirt) . 38837 "'6786 

-. -- -- - - - - -- - 
[Ministry of Finance (Deptt. of Revenue) OM No. 241/6/84 A& 

(r PAC-I dated 12-6-85]. 

Further Actiw Taken 

Kind attention of the Hon'ble Public Accounts Committee is invit- 
.j to this Ministry's O.M. of even number dated the 1-12-1984 and 
2-6-1905. 



2. Information in respect of the remaining one charge is given a s  

&No. Charges No. of RCs pending Amount involved 
as on 31-3-1984 (000) 

I .  Bombay . . . . . 575764 17~39&0 

3. It  may, however, be mentioned that there is no lack of coordi- 
nation between ITOs and TROs in Bombay City Charges. As such, 
the abovc figures cannot be taken as representing the amount of re- 
venue held up for want of coordination between ITOs and TROs. 

[Ministry of Finance (Deptt. of Revenue) OM No. 241/6/84-A& 
PAC-I dt. 12-8-85.] 

Recommendation 

The Committee take a serious view of the heavy pendency of 
appeals. They observe that pendency of appeals has gone up from 
2.22 lakhs at  the end of 1978-79 and 3.50 lakhs at  the end of 1979-80 
and 3.60 lakhs at the end of 1980-81. During 1981-82 there has been 
a marginal decline to 3.53 lakhs. The above increases is particularly 
regrettable in view of the fact that during the last few years, the 
appellate machinery has been considerably strengthenend. As many 
as 101 posts of Commissioner and 60 posts of Assistant Commissioner 
have been added in the last few years. The explanation given by 
the Ministry that the increase in the pendency of appeals is mainly 
due to increase in  the scrutiny assessment cases i.e. 19.3 lakhs to 
20.78 lakhs does not carry conviction. 

The position regarding pendency of appeals before the Commis- 
sioners of Income-tax (Appeals) is even more depressing. They find 
that the nurnber of pending appeals which was 46,950 at the end of 
1979-80 rose to 54,143 at the end of 1980-81 and 62,853 at the end of 
1981-82. The number of Commissioners (Appeals) has increased from 
69 to 101 in 1981-82. The quota of disposal fixed for Commissioners 
(Appeals) is 70 appeals per month in metropolitan charges and 30 
appeals for Central charges. The actual performance of Commic- 
sioners has fallen for below the targets. In fact the number of 
appeals disposed of per C.I.T. has been continuously going down. 
The number of such appeals disposed of per CIT was 536 in 1979.-&0, 
510 in'1980-81 and 482 in 198283. The W r m a n ,  CBDT conceded in 
evidence that the number of appeals disposed of was not commen- 



surate with the increase in the number of Commissioners. Similarly, 
post of Appellate Assistant Commissioners have been increased by 
36 in November 1980 and further by 24 in September, 1981. The 
quota fixed for them is 165 appeals in moffussil charges and 150 
appeals in metropolitan cities. The average disposal of. the AACs 
is also not as per quota fixed for them. The Committee are inform- 

- -. 
ed that 102 Commissioners (Appeals) have been in position in Nov- 
ember, 1981 and the institution of appeal is being controlled and their 
disposal is being increased. The full effect of the increase 
in the strength of AACICIT(A) will be felt in coming years. The 
Committee woald like to watch the outcome in due course, The Com- 
mittee aIso stress that the Ministry should have a close supervision 
on the actual performance of AACICIT(A) so as to enure that the 
quota fixed for their disposal is f d l y  achieved. 

IS. Nos. 20 and 21 (Paras 5.208~5.21) of the 217th Report of PAC! 
(1983-84) (7th Lok Sabha)]. 

Action Taken 
The pendency of appeals before AACsKIT (Appeals) has come 

down at the end of March, 1983 and, March, 1984. The figures of 
pendency of appeals before AACs/CsIT (A) for the years 1980-81 to 
1983-84 are as under:- 

Financial year Pcnd~ncy 

Thus, the trend during these years is of reduction in the pendency. 
DI (IT) has been requested (Copy of letter enclosed) to examine 

the pkrformance of each CIT (Appeals)/AAC during the years 1981- 
82, 1982-83 and 1983-84 with reference to the quota fixed for him 
for disposal, keeping in view the weightage in respect of priority 
appeals disposed of by him. 

The observations of the PAC that the performance of CsIT(A) 
and AACs has been below the targets fixed for them has been circu- 
lated among the Commissioners and Commissioners (Appeals) with 
the request that every effort should be made to achieve the quota to 
avoid adverse remarks in respect of their performance (copy 
enclosed). 

[Ministry 'of Finance (Deptt. of Revenue) O.M. No. 241 16184- 
A&PAC--I, dated 1-12-84]. 



G. A. JAMES 
, - 

MEMBER (WT&J) D.O.F. NO. 2771 7 184-IT-5. 
1 

Government of India 
MINISTRY OF FINANCE 

Department of Revepue 
Central Board of Direct Taxes 

Dated, the 13th July, 1934. 
My dear Joshi, 
SUBJECT: -Performance !of . CslT (Appeals) /AACs-Comments .of 

Public Accounts Committee, 

The Public Accounts Committee (1983-&4) (7th Lok Sabha) have 
in their 217th Report presented to Lok Sabha on 30th April, 1984 in 
Para 5.21 inter alia observed:- 

"The quota of disposal fixed for Commissioners (Appeals) is 
70 appeals per month for mofussil charges, 60 appeals per 
month in metropolitan charges and 30 appeals for Central 
charges. The actual performance of Commissioner has 
fallen far below the targets. In fact that number of 
appeals disposed of per CIT has been continuously going 
down. The number of such appeals disposed of per CIT 
was 536 in 1979-80, 510 in 1980-81 and 482 in 1982-83. * * * * 

The quota fixed for them (AACs) is 165 appeals in mofussil 
charges and 150 appeals in metropolitan cities the averaqe 
disposal of the AACs is also not as per quota fixed for 
,themv. 

2. The figures of disposal given by you and reported by us to PAC 
were the number of appeals disposed of without giving weightage 
fbr disposal of priority appeals. If the weightage for disposal of 
p80rity appeals is considered, the shortfall in the perform- 
ance of the CsIT(A)/AACs with reference to the quota fixed 
will be less. The average disposal of CsIT(A) and AAC 
isworked out on the basis of their sanctioned strength 
y&uqe as their actual working strength during the year 
fs always less because (i) some posts are utilised for work other than 
appeal,.. and (ii) some posts remain vacant for want of promotions, 
leave etc. I will like you to please examine the performance of each 
CIT(A)/AAC during the year 1981-82, 82-83 and 83-84 with reference 
to the quota Axed for him and.also keeping in view the weightage in 
m~pect of priority appeals disposed of by him. We will process 



further reply to the 
Hence your report in 
to us early. 

Shri U. S. Joshi, 

PAC of the basis of results of your reports. 
the matter may please be completed and sent 

Yours sincerely, 
Director of Inspection (IT) Sd/- G. A. JAMES. 
4th Floor, Mayur Bhawan, New Delhi. 

F. NO. 27'71 7 1 84-IT-J 
Government of India 

MINISTRY OF FTNANCE 
Department of Revenue 

Central Board of Direct Taxes 

To 
All Commissioners of Income-tax. 
All Commissioners of Income-tax (Appeals). 

Sir, 

Sm:-Perjornuznce of CsIT (Appals)/AACs-Comments of Public 
Accounts Committee. 

The Public Accounts Committee (1983-84) (7th Lok Sabha) have 
in their 217th Report presented to Lok Sabha on 30th April, 1984 in 
para 5.21 inter-ah observed: - 

"The quota of disposal fixed for Commissioners (Appeals) is 
70 appeals per month for mofussil charges, 60 appeals per 
month in metropolitan charges and 30 appeals for Central 
Charges. The actual performance of Commissioners has 
fallen far below the targets. In fact the number of appeals 
disposed of per CIT has been continuously going down. 
The number of such appeals disposed of per CIT was 536 
in 1974.80, 510 in 1980-81 and 482 in 1982-83. 

The quota Axed for them (AACs) is 165 appeals in mohrssil 
charges and 150 appeals in metropolitan cities. The average 
disposal of the AACs is also not as per quota Axed for 
them". 

P4very e o r t  should be made to ensure that during the year 1983-64 
tk q u i  fixed for disposal is achieved, by each Commissioner 

,w  - 



(Appeals) and AAC to avoid adverse remarks in respect of their 
performance. 

Yours faithfully, 
Sd/- (G. A. JAMES), 

MEMBm (WT&J), 
Central Board of Direct Tuxes. 

Kind attention of the Hon'ble .~ctce is invited to our O.M. 
.of even number dated the 1st December, 1984. 

The Director of Inspection (IT) has made a study of the disposal 
,of appeals by the CIT (Appeals). According to the statement of 
the DI (IT) for March 84, the average disposal of appeals by the 
CsIT(A) during 1983-84 is 525.5 appeals on the basis of the sanc- 
tioned strength of 103. A sample study of vacancy position during 
1983-84 was made with the help of Ad. VI Section. On an average 
51 posts of CsIT(A) (4.75) remained vacant during the year. The 
average disposal of the CsIT(A) with reference to actual working 
strength of 98 CsIT(A) works out to 562.2 appeals. This is on the 
basis,of t he  total number of appeals disposed of by the CsIT(A) in 
absolute numbers i.e. without taking into consideration the weightage 
given for the disposal of priority appeals. According to the state- 
ment sent by DI (IT) about weighted disposal of the CsIT(A) for 
the year 1983-84, the total weighted disposal during the year 1983-84 
was 63,825. The average disposal of appeals on the basis of weighted 
disposal of appeals for the year 1983-S4 is 619.7 on the basis of 
working strength of 98. It will thus appear that the performance of 
the CsIT(A) has been satisfactory. The slight set back which 
resulted from the delay in the creation of the new posts and in the 
provision of infrastructure facilities to the CsIT(A) during the years 
1981-82 and 198283 has now been overcome and the full effect of the 
increase in posts has started showing up. The Board's recent in- 
structions to field officers for better performance in this regard and 
to the momentum already gained. 

/Ministry of Finance (Deptt. of Revenue) 0.M. No. 241161 
84--A&PAC-I, dated 18-1-85]. 

The Ministry have in a note stated that proposals are under con- 
Aderation for giving powers to CsIT (Appeals) and AAC to dispose 
.of appeals on the basis of written submission without necessarily 



calling the assessee for hearing. The Committee would like the 
Ministry to examine the proposal and finalise it expeditiously. 

[S. No. 22 (Para 5.22) of the 217th Report (1983-84) , 

(Seventh Lok Sabha) 

Action Taken 

The Board have issued instructions (F. No. 27717184-ITJ) to all 
the Conmissioners (Appeal ,' pellate Assistant Commissioners a d  
Di (PBP) to add the foll:-'e&ntence to the notice of hearing of 
appeal issued under section 250: 

"Attendence is not necessary if you wish that the appeal may 
be decided on the basis of your written submission". 

A copy of-each instruction is enclosed. In addition a general 
public circular has also been issued for the benefit of tax payers. A 
copy of the same circular is also enclosed. 

[Ministry of 'Finance (Deptt. of Revenue) O.M. No. 241/6/84- 
7 -  PAC-I dated 3 

F. KO. 27717184-ITJ 
MINISTRY OF FINANCE 

DEPARTMENT OF REVENUE 
Central Board of Direct Taxes 

New Delhi, the Nov., 1985 

To 
All Commissioners of Income-tax (Admn.) 

All Commissioners of Income-tax (Appeals). 

SU~JEC'~:--Notice of hearing of appeal u/s 250 of the I.T. Act, l%1-- 
ITNS-37. 

The Board has decided that in case where the assessee does not 
insist on a personal hearing, the appeal may be decided on the basis 
of written submission made by him. To facilitate this, the following 
sentence may be added to the present form of notice of hearing 
under section 250 of the Income-tax Act (lTNS-37): 

"Attendance is not necessary if you wish that the appeal may 
be decided on the basis of your written submission." 



The Board desire that this may be done in all the notices issued 
henceforth by CIT (A) /Appellate Assistant Commissioners. 

Yours faithfully, 

Sd/- 
(Surender Paul) 
Under Secretary, 

Central Board of Direct Taxes, 

F. NO. 277/7/84-ITJ 
MINISTRY OF FINANCE 

DEPARTMENT OF REVENUE 
Central Board of Direct Taxes 

New Delhi, the Nov., 1985 

The Director of Inspection 
Printing and ~ublication) , 
Hans Bhawan, 
Bhadur Shah Zafar Marg, 

New Delhi-110001. 

Sir. 

S u ~ ~ w ~ : - N o t i c e  of hearing of appeal under section 250 of the 
Income-tan: Act, 1961-ITNS-37 

The .Board has decided that the following sentence may be added 
to  the present form of notice of hearing of appeal under section 250 
of Income-tax Act, 1961 (ITNS--37): 

"Attendence is not necessary if you wish that the appeal may 
be decided on the basis of your written submission." 

l"lXS-37 forms in future may be printed with this correction. 

Yours faithfully, 

(Surender Paul ) 
Under Secretary, 

Central Board of Direct Tates ,  



F. No. 277/T/84-ITJ 
MINISTRY OF FINANCE 

DEPARTMENT OF RWENUE 
Central Board of Direct Taxes 

New Delhi, the Nov., 1985 

:SUBJECT: -Disposal of appeals by Commissioner (Appeals) and 
Appellate Assistant Commissioners on the b& of written 
submissions. 

Co~limissioner (Appeals) and Appellate Asskitant Commissioners 
fix a day and place for hearing of the appeals and give a notice of the 
same to the appellants. Where the appellants desire that their 

.;cal n ~ a y  be decided on the basis of their written submissions 
without their personal attendance, they may so indicate to the Com- 

missioner (Appeals) /Appellate Assistant Commissioner in reply to 
the notice of hearing. Thereupon the Commissioner (Appeals) / 
Appellate Assistant Commissioner may, unless otherwise considered 
*necessary, dispose of the appeal on the basis of written submissions. 

w- 
(Surender Paul) 
Under Secretary, 

Central Board of DiPect Taxes. 

Recommendation 

The Committee are given to understand that Section 257 of the 
Income-tax Act provides that department could by pass High Courts 
and approach Supreme Court for decision in certain circumstanceS. 
The Committee would like to know the number of cases wherein the 
department have made use of this provision to obtain expeditious 
&decision in controversial matters. 

[S. No. 24 (Para No. 5.24) of the 217th Report of Public 
Accounts Committee (1983-84) (7th Lok Sabha)] 



Action Taken 

The number of direct references made by the Registrar, Incorns- 
tax Appellate Tribunal to the Supreme Court under Section 2firl of the 
Income-tax Act, 1961, is given as under:- 

' [Ministry of Finance (Deptt. of Revenue) O.M. No. 241/6/84- 
A & PAC-I dated 31-10-19841 



RECOMMENDATIONS AND OBSERVATIONS WHICH THE 
CObWTIlXE DO NOT DESIRE TO PURSUE IN THE U G H 3  

OF THE REPLIES RFCEIVED FROM GOVEFWMENT 

lN,rhg their visit, to Madras in June last, Study Group1 of 
Committee were greatly impressed with the &cient disposal of 
Summary Assessment cases there. The procedure had been so 
streamlined that an assessing officer could promptly dispose of a 
number of cases and pass orders on the spot. The Cummittee would 
like the Board to study the ~ystem adopted in Madras and examine 
the feasibility of introducing it in other Circles. The Committee 
would like to be informed of the action taken in the matter. 

[S. No. 12 (Para 5.12) of the 217th Report (1983-84) 
(Seventh Lok Sabha) ] 

Action Taken 

The observations of the Public Accounts Committee have been 
carefully considered. The operative instruction at the time of visit 
by the PAC governing the procedure of segregation of cases to be 
processed for scrutiny from those falling under Summary Assessment 
Scheme was the instruction No. 1509 dated 13-5-1983, a copy of which 
is enclosed. The scope of summary Assessment Scheme was enlarged 
subsequently by the instruction No. 1566 dated 21-9-1984 (copy en- 
closed) revising the earlier procedure. The area of summary assess- 
ment was further enlarged by the Instruction No. 1617 (F. No. 201/ 
109/85-ITA. 11) dated 12-5-1985. 

2. Under the revised procedure, all cases, other than company 
and trust cases, with returned income upto Rs. 1 lakh will be com- 
pleted in summary manner on the basis of the returns after linking 
them with the assessment records. In these cases, arithmatical 
accuracy will be ensured and the liability for penalty, interest and 
C.D.S., if any, will be checked and no other checking of any sort 
will be made. 

3. The suggestion that  assessment^ be disposed off without linking 
the returns within the part records has not found favour with the 



Government as it will aggravate the problem of record management. 
It will also cause problem of adjustment of outstanding demands af 
earlier years, if any. It  will make it impossible to verify the cbLina 
of carry-forward of losses and unabsorbed reliefs under various pro- 
visions of the Act and will result in inconvenience to the tax payers 
as well. I 

4. The instruction dated 12-5-1985, a copy of which is also 
enclosed takes care of the main concern of the Committee regarding 
expeditious disposal of assessments. 

This issues with the prior approval of the Finance Ministry. 

[Ministry of Finance (Deptt. of Revenue) 0 . M  NO. 241161&J- 
A & PAC-Ij 

INSTRUCTlON NO. 1509 

GOVERNMFNT OF INDIA 
CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 13th M?p, 1983. 

All Conlmissioners of Tncome-tax, including Central/lnvesti- 
.gation/Survey etc. 

Sir, 
SUBJECT:-Segregation of cases into Scrutiny and Summimy- 

Insirrtctions regarding- 

Attention is invited to the Revised Annexure 'B' to Chairman's 
D.O. letter F. No. I7/ 1180-OD-DOMS dated 23rd Msv, 1980 and 
other existing instructions of the Board laying down the criteria for 
segregation cases into scrutiny and summary. The Board had oc 
casion to re-examine these criteria .and it has now been decided to 
modify the existing instructions ro the extent mentioned below- 

(i) Instructions KO. 1382 dated 9-2-81 (F. No. 291'162'30-ITA. 
IT) are modified to the extent that all the cases of salary 
assessments, except those with inconle over Rs. 1 lakh 
or those selected for random scrutiny, can now be c m -  
pleted under the Summary Assessment Scheme. 'I'he 
cases subjected to random selection. in accordance with 
the prescribed procedure, would continue to he subjected 
to thorough scrutiny 3s at present. 



(ii) Under the existing instructions, cases covered under sec- 
tion 44AA of the Income-tax Act, 1961 whese no books 
of accounts are maintained, are required to be completed 
after scrutiny. rln practice, however, it is seen that, 
prima facie, from the return of income itself, it is not 
possible to ascertain whether books of accounts have been 
maintained or not, and therefore, there is no uniformity 
in the selection of cases for scrutiny under this criterion. 
It has, therefore, been decided that there will be no neces- 
sity to take any case out of the purview of summary assess- 
ment scheme merely because the assessee is engaged in a 
profession notified under section 44AA. 

(iii) In cases of partners of a firm, it is clarified that the 
summary Assessment Scheme does not envisage the treat- 
ment of cases of all the partners, who are partners in a 
firm having income 01 Rs. 1 lakh and above, as  scrutiny 
cases. This income criterion of Rs. 1 lakh and above in 
the case of the partner himself should only be applied and 
assessment completed accordingly. This realization will 
not, however, preclude the IT0 from obtaining total - 
wealth statements in such cases of partners if this enquiry 
is considered necessary for proper investigation of the 
cases of the firm itself. 

2. Instructions regarding compjetion of assessments in new cases 
(whether detected in survey or on account of voluntary returns) with 
returned income upto Rs. 25,000/- in a summary manner have already 
been issued vide Instruction No. 1499 dated 22.2.1983 (F .  No. 
2 o i / s 5 / 8 3 - 1 ~ ~ .  n, . 

3. Instructions regarding random selection of cases are being 
issued separa'tdy. 

4. The update list of types of assessments to be regarded as falling 
into cases needing scrutiny is given in the Annexure. 

5. The above instructions may please be brought to the notice of 
all the officers working in your charge. 

6. Hindi version will follow. 

Yours faithfully, 

Sd /- 
(P. SAXENA) 

SECRETARY 
CENTRAL BOARD OF DTRECT TAXES 



Copy forwarded to:- 

P. S. to Chairman and P.S. to All Members. 

1. All Officers and Technical Sections in the C . B . D.T. 
2. Director of Inspection ( Inv ) /lT&A/Vigilance lInteIligence/ 

RS&P/Recovery/Special lnvestigation/Survey. 
3. Deputy Director of Inspection (PP&PR), New Delbi. 
4. Assistant Director of Inspection (Bulletin), New Delhi. 
5. Comptroller and Auditor General of India- (40 copies). 
6. Competeni Authority, Ma&aslDeIhi(BambaylCalmtta. 
7. Joint Secretary and Lega! Adviser, Ministry of Law, New 

Delhi. 
8. Director of O&H Services (IT), 1st Boor, Aiwana-e-Ghalib, 

New Delhi. 
9. Director, National Acsdemy of Direct Taxes, P .B.  40, 

Nagpur . 

(P. SAXENA) 
SECRETARY 

CENTRAL BOARD OF DIRECT TAXES 

ANNEXURE 

Income-tax Assessments in the following types of cases are exclud- 
ed from the purview of the Summary Assessment Scheme and asses- 
mats  in such cases have to be made u/s 143(3) after ~crutiny. 

( i )  All cases assigned to I.A.C. (Assessment). 

( i i )  All cases assigned to Central Circles/Film Circles/Special 
Investigation Circles/SpeciaI Circles. However, cases of 
extra artists, minor artists, persons drawing fixed amount 
of remuneration, parhers in firms doing exhibition and 
distribution business, persons letting out equipment on 
hire etc. with income below Rs. 25,000/- assessed in film 
circles, should, however, be completed under the Sum- 
mary Assessment Scheme. 

(iii) In a search and seizure case, all assessments upto the 
assessment year to which the.materia1 seized during the 
course of the search relates. 



Cases of suspected tax evasion selected for detailed investi- 
gation by the hcome-tax Officers with the approval of the 
inspecting Assistant Commissionem/Commissioners of 
Income-tax . 

Company ~ a s e s  (other than summary cases i.e, those with 
income of Rs. lQ,OoO/- or less or loss of Rs. 5,O0O/- or 
less and having paid up capital of Rs. 5 lakh or less) 
including cases of Directors, Executives etc. of companies 
at present assigned' to company circles and surtax cases. 

All non-company cases where the returned or assessed 
income in the current year or in any one year out of the 
preceding three assessment years, is/was Rs. 1 lakh or 
above. 

All income-tax cases in which the wealth returned/asses- 
sed in the current year or any one of the last three assea- 
ment years, is/was Rs. 5 lakhs or more, e.g. for the finan- 
cial year 1982-83, a case will be out of the purview of the 
summary assessment scheme, if the wealth returned/asses- 
sed in any of the assessment year 1983-84, 1982-83, 
1981-82 and 1980-81 is Rs. 5 lakhs or more. 

All cases of Trusts and Charitable institutions. 

Summary cases selected for random scrutiny. 
(x) A11 Cases showing loss exceeding Rs. 25,000 1 - 
(xi) All cases reopened under section 147 or land all cases 

where fresh assessments have to be made as a result of 
cancellation/setting asidt of the earlier assessment under 
the provisions of section 146, 25 1 etc . 

(xii) First assessment in new cases with returned income ex- 
ceeding Rs. 25,000/- 

(&) All cases where income under the head 'property' is shown 
for the first time or income from a new/additicmal pro- 
perty is disclosed. 

(dv)  All cases where iacmect exemptions and deductions have 
been claimed by assessee.taking advantage of deletion of 
sub-clause (ii) and (iii) of Section 143(l) (h) by finance 
Act (No. 2) of 1981). Without prq'udke to the genera- 

lie of thfs dawe, broadly the following categories of cases 
... 



are to be excluded from the ambit of 6- Asses 
,merit Scheme under this clause: 

(a) Assessees not including the income of wife or minor 
child, which is includible under ation 64. 

(b) Assessee not adding back interest payment as required 
U/s 401(b) of the I.T. Act. 

(c) Assessee not iillhg returns in accordance with the daci- 
sion of the appellate authorities in their own case on 
substantial points; 

(d) cases in which departmental appeal on substantial point 
is pending which is having effect in subsequent years as 
well ; 

(e) excess claims of deductions in computing Praperty 
Income. I 

Bnstruction No. 1566 
F. NO. 225 163 184-ITA-I1 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Central Board of Direct Taxes 
New Delhi, the 21st June, 1984. 

All Commissioners of Income-tax. 
Sir, 

Subject: -Expeditious disposnl of income-tar assessment+Im 
tructiom regarding 

During the Commissioner Conference, 1984, certain recommcn- 
dations were made to speed up the disposal of incometax assessments 
with the manpower available and to reduce the ever increasing back- 
log. The recommendations made in this Conference have been exami- 
ned by the Board and T am directed to say that in supersession of all 
existing instructions on the subject the following procedure will now 
be adopted:- 

(1) The present categorisafion of the cases bto summary 
and scrutiny is done swav with. Insttad, theg will be 
divided into two classes, namely; 



(i) salary case& With returned income of Rs.. 50,0001- or 
less andl other c M  with returned income of Rs. 
25,OOOL- or less; and . - . 

(ii) Othef cases. 
(2) Assessments of cases at l ( i )  Above will be completed on 

the basis of the return after linking it with the assesment 
records. No checking of any sort will be necessary in such 
cases. 

All pending assessments in such cases will also be completed in 
the same manner along with the current assessments. 

However. cases selecred for scrutiny like those assigned to IACs 
(Assessment), Central Circles. Film Circles, Special Investi- 

gation Circles, Special Circles and cases of companies, 
trusts, charitable institutions, loss cases, search and seizure 
cases and cases re-opened under sections 147 etc. will not 
come under the purview of this scheme. 

(3) There will be two 'return receipt counter. In one, returns 
of income upto Rs. 25,0001- and below and salary cafes 
with an income upto Rs. 50,0001- will be receivedl and in 
the other, returns in respect of other cases will be received. 

This will ensure that returns which are to be assessed in a 
summary manner are segregated at the receipt stage itself. 

(4) When assessments are completed in cases falling under 
1 (i) above and there is no additional demand or refund, 
demand notices and copies of assessment orders will not 
be issued. but an intimation that the assessment has been 
completed resulting in 'nil' demandlrefund will be issued 
in the attached form. This intimation may be got printed 
in the form of an inland letter so that after writing the 
name and address of the assessee, they could be issued. 

(5) Two demand and collection registers will be maintained 
in respect of assessments completed under scheme 1 (3). 
Bn the dirst register, all cases where the returned income 
is Rs. 15,000/- or less, will be entered: and in the other, 
all others. 

Whtre assessments are completed by Inspectc#s, these cases 
should be entered in a separate p a ~ t  of the e s t e r  so that 
the number comdeted bv the Inspector and t h ~  T.T.O. 
could be separately ascertained. 



(6)' No peniilfy probeedings dill be inhlatcd in cases com- 
pletdtl' under 1 (i) &ve under sectiale 271 ( 1  j f a) and 
273 if the returns are filed before 30th September of the 
assesmeht' yea?, 

In respect of pending penalty proceedings in such cases, they 
may be dropped if the relevant returns have been filed be- 
fore the end d the assessment year concerned. 

However, interest under the relevant provisions will be levied. 
(7) 5 per cent of the cases completed in the ,above manner 

will be taken up for random scrutiny. Commissioners 
may lay down the random number so that the ITOs can 
select the cases for random scrutiny. The instructions laid / 

down for ocmplction of assessments selected for scrutiny 
on random basis will continue to be observed. 

(8 )  All other cases (i.e. cases where the assessments are not 
to be completed in a summary manner), will be dealt 
with under the normal procedure of law. 

2. The above instructions will come into force with immediate 
effect. They may please be brought to the notice of all the officers wor- 
king under you. 

3. Hindi version will follow. 
Yours faithfully, 

Sdl- 
(P. SAXENA) 

S e c r ~ t q .  Central Board of Direct Ta-ws. 
Copy forwarded to: 
1. P. S. to Chairman, Member (Inv.), Member(L), Member 

(WT&J), Member (S&T), Member (R&A), Member (IT) 
2. All Officers and Technical Sections in the CBDT. 
3. Director of Inspection (Inv.)\TT & AuditlVigilanceIIntelfigence~ 

R W  IRecoverylSpecial TnvestigationlSurvey. 
4. Deputy Diredm of Tn'spection (PP&PR), New Dehli. 
5. Assistant Director of Inspection (Bulletin), New DeIhi. 

6. Comptroller and Auditor Gene.ral of India (40 copies). 
7. Competent Authority, h.ladtaslDeIhi}BmbaylCalcutta. 
8. Joint Secretary & Legal Advism, Min. of Law, New Delhi 



9. Director of D&MS (Income-tax), D.I(Syskm), New Delhi. 
10. Dirsobr, National Academy of Direct Taxes, P . B . 40, Nagpur. 

(P. SAXENA) 
Secretary, Central Board of Direct Taxes. 

P.A. No. 
Office of the Incometax O!%cer. 

Dated, t h ~  
Dear SirlMadam, 

Regarrlmg: Your incometax Assessment for the assessment 
1984-85. 

Kindly refer to the income-tax return filed by you for the assess- 
.merit year 1984-85. 

2. Your income-tax assessment for the aforesaid assessment year 
has been completed under section 143 (1) on the returned &me and 
no additional demand has been raised. 

Yours faithfully, 
(Income-tax Oficer) 

Instruction No. 1617 
F. No. 201/109/85-ITA. 11 
GOVERNMENT OF INDIA 
MINISTRY OF FTNANCE 

Central Board of Direct Taxes 
New Delhi, 18th May, 1985. 

All Commissioners of Income-tax. 

Sir, 

Sm.nm:-Expeditions disposal of Income-- vrssesMnetLt8 
--instructions wgur&ng--. 

During the Commissioners Conference, 1985, certain rccommea- 
dations were made to speed up the disposal of incometax assessmozlts 



with the manpower available and to reduce the ever increasing back- 
log. The recommendations made in this Conference have been aami- 
ned by the Board and I am directed to say that in supersession of all 
existing instructions on the subject, the following procedure will now 
be adopted!. 

2. Assessments in the following types of cases will be completed 
under section 143 ( 1 ) of the Income-tax Act, 1961. on the basis of 

. tha returns after linking them with the assessment records: 

(a) All cases, other than company and trust cases, with re 
turned incomelloss upto Rs. 1 1 lakh; 

(b) Company cases with returned income/loss upto Rs. 
25,000& and paid up capital not exceeding Rs. 5 lakhs; 

(c) All trust cases and cases of charitable institutions having 
income below Rs. 11 lakh before applying the provisions 
of section 11 of the Act provided the corpus of the trust 
does not exceed Rs. 5 lakhs. 

However, the first assessment in all trust cases wi!! be scrutiny 
assessment. 

3. In the above caws, the arithmatical accuracy of computation of 
total income and taxes will be ensured and liability for penalty, interest 
C.D.S. etc. if any, will also be checked. No other checking of any sort 
will be necessary. All pending assessments in such cases will also be 
completed in the same manner alongwith the current assessments. 

4. However, cases assigned to I.A.Cs. (Assessment), Central Cir- 
cles, Special Investigation Circles, Special Circles, Search and Seizure 
Cases, cases re-opened under section 147 and those selected for scm- 
tiny on a random sample basis, etc. wen not come under the purview 
of this scheme. 

5. All other cases (i.e. cases where the assessments are not to be 
completed in a summary manner), will be dealt with under the normal 
procedure of law. 

6. When assessments in cases mentionedl in para 2 above are com- 
pleted under section 143(1) of the Act and there is no additional de- 
mand or refund, demand notices and copies of assessment orders mi 
not be issued but an intimation that the aqessment has been m p l d -  
ed under section 143(1) resulting in 'nil' demandldund will be inued -. 



in 0 e  attached form. This intimation may be got printed in tlit form 
of an inland letter and issued after writing the name a;rld address of 
the asseke. 

7. Summary and scrutiny cases should be entered separately in 
the Demand and Collection Registers. 

8. The initiation of penalty proceedings~completion of penalty 
proceedings already initiated will be governed by the instructiogs 
which are being issued separately. However, interest under the rela 
vant provisions will be levied. 

9. Five per cent of the cases where assessments are completSin 
a summary Manner will be taken up for scrutiny on ,a random sample 
basis. The Commissioners shall lay down the random number and 
the 1.T.0~. should complete selection of cases for random schitiny 
by 31st August of the year. This should be done under the su,prvi- 
sion of the I.A.C. The number of cases so selected and disposed off 
should be shown separately in the Central Action Plan-II Statement. 
The instructions laid down for completion of assessments in cases 
selected for scrutiny nn random basis will continue to be observed. 

10. The above instructioxx will come into effect immediately. 
These may kindly be brought to the notice of all the officers working 

-, .- in your charge. 

1 1. Hindi version will follow. 

Yours faithfully, 

MI- 
(0. P. SRIVASTAVA) 

Directnr Central B m d  of Difpct Taxes. 

Copy forwarded to:- 

1. P . S. to Chairman, Member (Inv.), Member (L) , Member 
(WTJ), Member (SRrT), Member (R&A) & Member 
(T.T.) . 

2. All Officers and Technical Sections in the C . B .D . T. 
3. Director CY£ Inspection (Tnv. ) / rr~udi t /Vi~!ance / In~ l l i -  

gence/R~&~/~ecove*/~pecial Investigations and Survey. 
4. Depoty Director of Tncpection (PPBPR) , Near Delhi: 
5. Assistant Diredor of Tnspection (Bulletin), New Delhi. 

6. Comptrollre & Auditor Genefa1 of India (40 Copies). 



7. Competent Authority, Madras/Delhi/Bombay/Calcutta/ 
Lucknow/ Bangalore. 

8. Joint Secretary & Legal Adviser, Ministry of Law, Shastri 
Bhavan, New Delhi. 

9. Director of 0 & M Services (Income-tax), Aiwan-e-Ghalib, 
Mata Sundri Lane, New Delhi. 

10. Director, National Academy of Direct Taxes, Nagpur. 
1 I .  Director ~enerhl ,  Special Investigation. 
12. Regional Institution of Training at Bombay/Bangalore/ 

Calcutta and Lucknow. 
Sd/- 

(B . P . GOREWARA) 
Section Otffcer 

Central Board o f  Direct Taxed 
PEKhlANENT ACCOUNT NO. 

OFFICE OF THE INCOME TAX OFFICER 

Dated the. 

Dear Sir/Madam, 
Regarding : Your Iitcome-tax assessment for the assess- 

ment year 1985-86*. 

Kindly refer to the income-tau return filed by you for the assess- 
ment year 1985-86+. 

2. Your income-tax asse\\ment for the aforesaid assessment year 
has been completed under section 143(1) on the returned income and 
no additional demand has been raised. 

Yours faithfullv, 
(INCOME TAX OFFICER) 

"This can be appropriately changed for the concerned assessment year. 
Recommendation 

The Committee would like thc Ministry to examine whether the 
huge tax arrears are not inter alia due to payments of tax made by the 
Awssecs not having been duly adjusted. The Committee would also 
like the Board to examine the feasibility of computeriqing. the system. 

IS.No. 16 (Para No. 5.1 6) of the 21 7th Report of Public Accounts 
Committee (1983-84) (7th Lok Sabha) 



Action Taken 
The Department is already aware of the feasibility of a computeris- 

ed system m the held ot the tax arrears. Besldes elmhating many of 
the present clerical operaaons for maintaining the particulars of arrear 
tax demands, the computerised system will wnstantly monitor the per- 
furmance of the assesses lu cleainglreducing such liabilities and pro- 
duce any type of management information that may be necessary to 
initiate action against such assessees at any desired intervals. 

2. An integrated computerised system of Demand and collection 
may cover the aspect of Arrear Tax Demands automatically and no 
additional &ort is necessary. Under this system a running ledger 
account of each assessee indexed on PAN will be maintained in com- 
puter which will account for each payment ma& by him to the -hcome- 
tax Department both at the pre and post assessment stages. From 
the gross demand received from ITOs, the paid taxes may be adjusted 
and accuracy of the net demand raised by him can be ensured. After 
accounting for the payments subsequently made the outstandins 
demand, both current and arrear will be high-lighted at any dtesired 
interval and compute printed show cause notices may also be produced 
as an output which can just be signed by the ITOs and issued to the 
defaulters. The system will also calculate the penalty under section 
221 and interest under section 220 as and' when leviable and will also 
generate notice of demand and challan therefor. The system will 
also do away with the periodic manual preparation of arrear DBCR 
and other related records and thus save valuable manpower. 

2. The recovery certificates to bc issued to TRO will be autonmti- 
cally generated well before the expiry of the statutory period for issu- 
ing the same. Related management information and' statistics that are 
presently compiled manually by the TTOs, for different authorities will 
be available as  a by-product undcr the computerised system. 

The Computer Maintenance Corporation has submitted a feasibility 
report on computerisation in the different areas of the Department. As 
a follow up action on the feasibility report, the Board has constituted 
a Standing Committee on computerisation as per the decision of the 
Commissioners' Conference held in May, 1984. The scope of the 
Committee is at present limited only to the introduction of computeris- 
ed challans processing svstem at  Delhi, Bombay, Calcutta and Madras. 

Tn the course of time. as the cyctem is designed and developed for 
maintaining individual ledger accounts. computerised system will 



automatically tackle the tax arrears vis-a-vis tax paid by the assessee 
and not adjusted. 

W i s t r y  of Finance (Deptt. of Revenue) 0 .M . No. 241 16\84 
A&PAC-1 dt. 31.10.841 

The -ttee ,are further i n f o d  that repetitive appeals are 
filed before the AAC/CIT(A) in respect of issues which are pending 
before the High Courts and Supreine Court. The Committee recom- 
mended that the Ministry should examine the feasibility of establishing 
Central Tax Courts, as recommended by the Chokshi Committee 
(Pages 173-175) of their Report of September, 1978. 

[ S .  No. 23 (Para 5.23) of the 217th Report of PAC (1983-84) 
(7th Lok Sabha)] 

Action Taken 

The recommendation made by the Hon'ble Committee has been 
carefully examined. In this connection, it would be relevant to refer 
to a somewhat similar recommendation made by the Direct Tax Laws 
Committee (Chokshi Committee), which reads as uncler:- 

"The Government should take steps for the early establishment 
of a Central T'ax Court with all India jurisdiction to deal 
exclusively with litigation under the direct tax laws in the 
first instance, with provision for extending its functions to 
cover all other Central Tax Laws, if considered necessary, 
in the future. Such a Court should be constituted under 
a separate status. In the meanwhile, the desirability of 
constituting special tax benches in the High Courts to deal 
with the large numher of tax references bv continuous 
sitting throughout the year may be consid'ered." 

2. The recommendation made by the Chokshi Committee was 
referred to the Ministry of Law for consideration and advice. The 
Ministry of Law. after examination of the recommendation made by 
the Chokshi Committee, advised ihzt the establishment of Ceotral Tax 
Court is not feasible. The reasons which weighed with the Ministry 
of law in arriving at this conclusinn are briefly stated helow:- 

(a) Thc Chobhi  Committee's recommendation was examined 
bv the Caw Commission of Tndia. In its 58th and 79th 
Reports. the Commission expressed the view that the idea 
of a National Tax Court could not be recommended. The 



High Courts Arrears Committee presided oyer bay Mr. 
Justice Shah, as he then was, had also expressed the view, 
in 1972, against the creation of such courts. The Law 
Commission, however, was in agreement with the view of 
the Chokshi Committec that there should be a continuous 
sitting till all the pencling tax matters are disposed off. 

(b) The implementation of the recommendations madb hy the 
Chokshi Committee for the establishment of a Central Tax 
Court would require ~onstitutional amendment. If arti- 
cle 226 is to be amended with a view to curta~ing the 
jurisdiction of the High Court, arguments might be ad- 
vanced that such amendment would alter the "basic stmdp- 
ture" of the Constitution and would not, therefore, be 
constitutionally permissible. Amendment of the Constitt-I- - - 
tion is not an answer to meet the general run of admini&- 
trative and other difficulties. The Law Commission wds 
also not in favour of too frequent changes of the Constit~fr- 
tion. A more appropriate thing might be to devise :.i 
method whereby, after the tribunal's stage. further steds 
could be taken to eliminate delay at the stage of the Higjh 
Court or the Supreme Court, as the case mav b;e. v 

r 
3. In view of the advice given by the Ministry of Law, it has bee.,n 

decided that as a short-term measure. the Chief Justice of the vario%s 
High Courts which have a high pendency of reference applications PA*- 
lating to  tax matters would' be recluested to constitute tax benches or I 
a &timing basis until such time as the pendency is reduced to : I 
reasonable level. However, as a long term solution to the problem 
of mounting arrears of case5 in the High Courts, the Government 
would consider taking a&ropriatn steps for the establishment of a 
Central Tax Court. 

[Ministry of Finance (Deptt. of Ftevenue) O.M. No. 24116184- 
A&PAC-1 dt 2-9-85]. 

Recommendation 

The Committee note that the question of tax administration and its 
rationalisation and improvement +as been referred to the Economic 
Administrative Reforms Commission and decision would be taken on 
their recommendation as andl when received. The Committee would 
like to watch the outcome in due course. 

[S. No. 28 (Para No. 5.28) of the 217th Rewrt  (1983-84' 
(7th tok Sabhall 
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Action Taken 
The Economic Administrative Reforms CommjaiSion haie made 

certain recommendations rqiglting to tax admh&ation and prdw 
in their Report No. 24. 

2. A statement of such recommendations as have been laccepted 
and implemented with or without modification.may be seen as p&r 
Annexure 'A'. Statement of the recommendations not found accep 
table may be seen as per ~nnexure  'B'. Statement of recummenda- 
tions under consideration may be seen as per AMexure 'C'. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 241 16184 
M A C - I J  

&NN;EXURE <A' 

Action taken 

I .  No tax should be deducted from divi- Acccpnd with modification and Mpk- 
dends or interestor debenturn paid by rncnted through thr Finance Act, 19%. 
the listedcompanim tonon-corporate Undrr the amended prwiPions of section 
tax payers thm h crossed account ~ 9 3  of the Income tax Act, in the care oC 
payee chques. p a r a  g) interest payablr to an individual, who is 

Pmidmt of India, on debmnaesissucd 
a company in  whch the public are subsan- 
tiaily in-ted, no tax is to be deducted 
a t  soure if the interest is paid by the com- 
pany by an m u n t - p a y e  cheque and . . the amount of such interest or the aggrc- 
gate d the amounts of such intenst paid 
or l i d y  to be paid during the financial. 
year by the company docs n o t e d  Rs. 
I,OOO/- Similarly stction ~g.+ of thc 
Income-tax Act now provides that no 
tax is to be deducted at sounr in the 
car of dividend piyable to a &arc-holder, 
being an individual who is te3ident in 
India, of a company in which the public 
are substantially intmsted if the divi- 
dend is paid by an account-payee ch 
and the mount  of r u h  dividcnd.n% 
aggregate ofthe amount? of such Mdend 

. d h i b u y d  or paid or likely to bc d i s 6  
buted or paid during the financial yerr 
by the company to the ahrue-holdtra 
docs not a d  Rs. moo/-. 

.;. A 'urbdfction pattern should be evo- The recommendation has baa accepted t which would e h i n a t e  the nerd in principle. 
for the frequent and formhl transfeTs 
of cam. (para 18) 

g. .TheXncoxnc-taxOfficers'pomrs t o a n a l  Acccpted a d  imp~en\entcd by the Z'u~don 
an ~~cp.c~c  saseammt on his own Laws (Amendmart) Act, I&. 
a d  procml k-uroshould bq with- 
drawh. (POTS 19) 

+ * - *CL 

398 LSd. - . . 



ANNEXURE 'B' , 

StaWnmt of  ERA^ rec~rn-m in  Report No. 24 not acccpfd. 



3. The cadre of appellate Assistant CommisiSaners may be abo- 
lished and all first appeals entrusted to CommisPioners 
(Appeals). The A,ssMant Commissioners released Pnun 
ap@ate work should be fruitfully depkryed in assess- 
ment work in important cam.- 

(Para 22-23) 

4. The detailed listing af appelabh orders under the Income- 
tax Act should be minimised and the proviaions redrafted 
in more general terms. 

(Para 24-25) 

ANNEXURE 'C' 

Stdtemenf of EARC Recommendatians in Report No. 24 Under 
Cohsrrdettrtion H 

- 
1. Employers may be empowered (without any legal 

obligation of liabilitim) to deduct at source from the 
sarlary the tax payabIe on income from sources like 
house property, interest an deposits, etc. -if so aulthorised 
by the employees in writing. The employem' liabiwy 
to file returns of income should, howevler, remain intact. 

(para 4) 
2. The levy of penalty for defaults like failure to fllfniSh 

estimates of advance tax, making under estimate of 
advanw tax payable, non-payment or delayed payment 
-of advance tax, delaying the return of income, delaying 
the payment of self assessment tax, eto. should be re- 
placed by the charge of compemsatory intcmn $ a t rate, say, 2 per oent per month (or 24 cant 
per 4- 8) 



A Simila;fi, tb various provisions relating lto interst pay- 
a&' by the Government should also be replaced by a 
simple provision entitling the taxpayer to redeive in- 
terest on excess payments of. tax for ttbe period during 
which the moneys remained with the Gov~rnment (ro- 
unded off into completed months). (para 8) 

5. All returns of income fled by ithe taxpayers *should - be 
accepted on receipt. Thereafter a certain number of 
rehm should be seledtecl for scrutiny. The aim should 
be to complete the scrutiny of all the seledted cases 
w&hh the same years. (para 12) 

6.  The above approach should be extended to the clearance 
of the ampulated arrears also; all pending oases (except 
those where scrutiny has already *made sonie progress) 
should be disposed of by treating the returns as accepted 
to some cases being selected for scrutiny in the same way 
as in respect of new cases. 

(Para 15) 
A Central Tax Court witdall-hdia appellate jurisdictioa 

should, be set up in place of High Cou* exercising advi- 
sory jurisdiction. Till such time as such a Court is set up, 
additional judges may be appointed in the High Courts so 
h t  the sitting judges dealing with tax case would be in a 
position 'to clear the arrtaq. The pending cases involving 
d m o n  questions should be bunched for facilitating dis- 
posal. Once a Central Tax Court is set up and the load of 
appellate work is effectively reduced, the need to have the 
Appelkte Tribunal as a semd appeJl1at.e authority may be 
reviewed. . (Para 26-28) 

8. With a view to making the Settlement Commission more 
effedtive it is necessary to limit the inflow of petty cases 
and find a rem* for mounting pendencies. I t  is also 
necessary 'to di iurage  firvolous k d  mala-fide recourse 
to thi Commission. Some suggestions in this regard have 
beea made in tbe body af report. (para 29-36), 



RECOMMENDATIONS AND OBSERVATIONS REPLIES TO 
W-CH HAVE NOT BEEN AC- BY THE'COMMITTEE( 

AND WHICH l$EQUIRE? REITERATION. 

Tha Ministry's explanation that the incrcase in the pendency d 
assessments is mainly due to greater addition of new caws and 
due to non-availability of adequate manpower resources is far from 

' convincing. From a statement furnished by the Ministry, the Com- 
mittee observe that ithe number of assessments Completed by the 
IDe artmat during the years 1978-79 a ~ d  1979-80 was mbsaantialty 
1 e l  than in, 1977-78 and even in 1980-81 the number of ~ssessments 
completed was a shade below that in 1977-78. This shows that 
arrears were not wholly due to new assessment cases but also due to 
deterioration in the performance of the Deparhmeslt. The Commit- 
tee note in this connection that whils tb ac4jevcm~ott of some Cam- 
missionerates exceeded the Action Plan targets, that of others feu far 
below targets. From this the Committea are led to nhe conclusion 
Wt the performance of each individual Ctnumhionerate was almat 
wholly dependent upon the initiative, enthusiasm and dedication of 
individual omcers. In the opinion of the Cnmmittee, the Board bad 
failed in its duty to ensure that the performance of each Commiss- 
ionerate vis a vis its manpower was optimal. The Committee were 
informed in evidence that the Board was thinking of "introducing a 
concept of wartching the 100 top cases of eaah In0omcta.x OfGm 
and each Assistant Commissioner. In all tbme cases, there will be 
some sort of supervision". The (30mmittee would like the Ministry 
to introduce this measure. 

m he committee would furthe 1 ,  the ~ o u d  'to e e  the 
matter in all its'aspdcts and take dl smxsary -with P VjR to 
liquidation of pendency of assessments in the shdest possiile t h e .  
The Committee would await the stqs  taka in this regaFd together 
with the outcome, thereof. 

[s. ~ o s .  9 and il (Paras 5.9 and 5.14) oi tlle nlth ~eport of 
Public Accounts Committee (1983-84) (7th Lok Sabha) .I 



,' Ths Baprd has introducbd the c01u:opt d watchkg 100 top . 
~ e a c h ~ ~ A s a i s t m t ~ a ~ .  WiRhtbCea- 
latgamaat of tba soopa of summasy l4masm Scheme and l0n.a~- 
sounrt of'further step6 talcm towads the rcductb af pendency of 
asmamat, the disposal in all areas of assessments, have increased in 
&parison tb earlier years. Tlac4 Scheme of assesments in a 
sumawy. V e r  has gradually been liberalised with a view to 
substantially reduced pendency of ca&s up to Rs 1 lakk The em- 
phasis on tax BaStgEmcats is sWtcd from routine examilrsrtion of 
r very large number of cases: to a thmugh scrutiny .of b i w  cases. 
A, copy each of the Instructia~ls Nos. 1499, 1538,1566 and 1617 issued 
in t& bthrrlf is enclosed 

, M i  of Finance Dy,tt. of ~ e k m c )  O.M. No. 241 161841 
A&PAC-I dt. 1-8-85] 

ZNSTRUCTZON NO. 1499 

F. No. 201 55183-Jrr'A. I1 
Government of India 

MINISI'RY OF E;SNANcE 
Central Board of Direct Taxes 

bated, New Defhi he  22nd February, 1983. 

SUBJECT :--Summary Assessment Schcmc. 

Attcaticm is invited to the revisad Aapexurc 'B' d the Adtion 
Plan 1980.81 farwardcdondrx lthe Chairman's D.O. lcftcr No. 
1711 ~SOlO];rDOMS dated 23rd May, 1980 and further ClarifiFatiana 
given in Board's Instruction NO. 1381 [(P. No. 201(11018&1TA 11) 
dated lt4h.&tobet, 1980 regusding picking up of cases for em- 
pletion by way of scrutiny or by way of summaq. Item No. 
33 stipolitbs that >':all haw cases will be wmpletcd only aftcr 
scf~tzay. . r 



2. ThaBoardha8 f 3 c a W i a a t o ~  themabDer' in the 
.light of the frequent reqwMs ma& by vaxlous Cammirsim d 
l ~ ~ ~ ~ 6 - t a x  ea* their rrmean at ibs heavy wo1kload Ot ern. 
tjny tbcaaamts d y  because all n;cw cases fall in +the 
scnWiny basket. It htw now bwn decided @at awmmtlltrp in dl 
new cam (whether de@ctad in sufvay or on accaunt of vduntary 
returns) with returned income up to Rs. 25,000 may be completed 
in a Summary manner subject to other conditio~ls of the sum- 
~lnary assesmeat s c h e  being ttatisfied. 

3. It has h e n  further decided that the percentage of Randam 
Solecticm of cast5 out of such a s ~ e h t s  shall bc inatas@ from . 
2 per cent to 5 per cant and to facilitate Selection, such cases 
s6PU be enbed separately in in m S d  and undllcollktion Register. 

4. The existing instructions may please be treated to have been 
modified to !the above extent. 

5. These instructions will come into force with immediate effect. 

6 .  Thesc ~ ~ c t i o n s  may please be brought to the notice of the 
officers workiag under you. Hindi version of the instrudions will 
follow shortly. zIsl's 

Yours faithfully, 
sdl- 

(P. SAXENA) 
Saretmy, Ccrrtrd Board of Direct Taxes'. 

Copy t0:- 
1. Director of Inspection (IT) J (R&S) I (P&PR) I IInv.) New Delhi. 
2. Director of OBM Slervices Zncometax, 1st Floor, Aiwmc- 

Ghalib, Mata Smdri Lane, New Delhi (5 copies). 
3. All Ofllcers and Sections I.T. Wing of C.B.D.T. 
4. Comptroller & Auditor General of India, New Dehli (20 copies). 
5. Bulletion Section of Dte. of Ins. (RS&P), New Delhi (5 qde6) 

6. Directorate of Trainiig, IRS (Direct Taxes), Staff College, 
Nagpur (5 Copies). 

7. Shri P. K. Kartha, Joint Secy. Ministry of Law, Justice & Corn- 
pany Maim (Deptt. nf Legal M'airs), New Delhi 



INSliRUCTION No. 1538. 
, 

P. ~ b .  22016183JT~-b . 

, m m y  OF FINANCE 
/ 

~entri l  Board of Direct Taxes 

New alhi, the 19th November, 83,  ' 

To. 

All Commissioners of Income-tax. 

Thc General (Invasti8ation) . 
sir, 

!~JECT: - -Need  fur intensive scrutiny in certain selected 
..I cases. 

Attention is invited to the discussions which took place during 
the Commisioners Conference, 1983 wherein a suggestion 
ww made that the I. A .a. should be more actively associated 
in passessraent scrutiny o£ 100 top cases of the Range. In 
appropriate cases, the IACs should a& issue directions under 
Secticm 144A of the h m e r t a x  Act, 1961. Dkring the course ' 

of discussiomr, it was pointed out that lthe provisions of 
won 144B were not being effbdtively used and the , ZACs should 
givewdl reasoned directions ru, that the I'FO's orders are streng- 

Thae 8uggestiw have been examiaed in the bard  and it 
is desired that the Cammissioners and the IACs should be actively 
associated in game sekted case in pre-aseessment scrutiny and draft- 
ing of questioilltaires. This will also include watching of the 
impartantcvWtsm100topcascs. Tbisarcaofwarkwill bekept 
in mind while considesing the annual perfurmancc appraisal. 



2. Similarly, Director General (Investigation) may please w a d  
tha progress made in the ,top 100 c a m  of she cowtry for efficieait 
s u p v i s i o n  and ccmtr,ol over this work. 

3. Hindi vefsion will follow. 

Yours faithfully, 
'Sdl- 

(P. SAXENA) 
Secretary, Central Board of Direct Taxes. 

Copy forwarded to:- 
I. P.S. to Chairman, R . S  to Member (IT), Member (L), 

Member (Inv.), Mrnebers (S&T), Member (R&A) and 
Member (WTW) . 

2. All Directors of Inspection. 
3. All Registrars of Incometax AppeIIae Tribunals. 
4. ~orn~troller and Auditor General of India (40). 
5. Bulletin Section, Directorate of Inspection (RS&PR) . 
6. Statistican (Income-tax) (6 copies). 
7. Director of . lnspeotion (O&MS) , Aiwan-e-Ghalib, Mat 

Sundari Lane, New Delhi (6 copies). 
8 .  Director of Inspection (WPR) ,  Mayur Bhawan, New DeIhi. 
9. Chief Engineer (Val. ) 6th Floor, Chordia Bhawan, No. 

1230, Mount Road, Madras (6 copies). 
10. Chid. Engineer (Val. ) , 111th Floor, Rohit House No. 

3, Tolstoy Uar& New DeIhi (6  copies). 
1 1 . Inspecting Assistant Commissioners of Income-tax, Inspection 

I Division, Central Board of Direct Taxes, Vikas Bhawan, 
D-Bloclo, Ground Floor, R o w  No. 13, New De4hi 
( 3 copies). 

12. The Directorate of Inspection (Printing and Publication), 
2nd Floor, Hans Bhavan, B. S. Zafw Marg Near Tilak 
Bridge, New DeIhi (5  copies) . 

13. All Of5cers and Technical Sections of the Board, + 

Sl- 
(P. SAXENA) 

Secretary, Central Bhrd of Direct Taxes. 



04 
INSTRUCTION NO. 1566 

F. No, 2251631844TA-II 
O ~ V ~ M E N T  OF INqLI 

MINISTRY OF FrnANCE ' 
Central Bpard oi Direct Taxes 

21st June, 1984. 

@I Commissioners of Incmetax. 

Sm~~c~;-&peditbus disposal af income-tax aslressnunt+ 
Instruntions regding. 

During the C-oners Conference, 1984, certain momma- 
dations were made to speed up the disposal of Income-tax assessments 
with the manpower available and to reduce the ever increasing back- 
log. The recommendations made in this Conference have been 
examined by tbe Board and I am directed to say that in suptrgession of 
all existing instructions on the s~bject, the following procedure will 
now be adopted:- % 

( 1 )  The prtsent catcgorisation of the cases into summary and 
scrutiny is done away with. Instead, they will1 be 
divided into two classes, namely:- . 

(i)  Salary cases with returnad income of Rs. 50,000/- or 
less and other cases with returned income of RE. 25,000 
or lws; and 

(5)  Other cases. 
f 2) Assesments of cases at 1 (i) above will be completed on 

the basis of- the mtum after linking it whh the assessment 
r d .  No checking of any sort will k -ply in 
such cssts. 

AU pending assessments in such cases will a h  be 
; completed in the same manner along with the current 

asseo9meats. 

~&cver, cases selected for scrutiny like tha& rhign- 
ed to TACs (Awmsmenf), Central Circles, Film Circles. 
Special Jnvestigatbn Ciclc, Circle and cascs .of 



This wiil ensure that returns which are to be asscsoed 
in a summary manner are segregated at tho Wpt a g e  
itself. 

(4) When ;aflsessments-arc completed in cases falling undcl: 
1 (i) above and &re is no adbitional. demand or refund, 
demand notices and copies of assessment ordm will not 
be issued, but an intimation that the asscssmtnt has been 
completed rtulting in 'nil' dernand/refund will be issued 
in the attached form. This intimation may be got printed 
in the form of an inland letter so'that after writing the 
name and address of the assessee, they c o w  be issueci. 

( 5 )  Two demand and colkction reftisters will be maintained 
in respect of assessments cx~pleted under Scheme 1 (i). 
In the first register, all cases whew the retrtrnad i n m  
is Rs. 15,000/- or less, will be entered, and in the other, 
all others. C 

(6) No penalty proceedings, will be initiirted in cases camplet- 
ed under 1 ti) above under Sactions 271 (1) (a) and 273 . 
of the relevant rctums have been filch before the end of 
the assessment year concerned. 

* 
- However, interest under the relevant provisions will be 

levied. 

(7)  5 per cent of the cases completed in the above manner 
will be takcn up for random scrutiny. Commfsdmtrs 
may lay down the randam, number sa that the XTQ can 
select the caws for random scrutiny. The instructions laid 
down for completion of assessments st--for swtiny 
on random basis will continue to, be observed. a 



(8)  All other cases (i.0. cases where the aescssments am not 
to tx completed m a summary manner), wffl bc desut with 
under the normal procedure of law. 

I 

2. The. above instructions will come' into force with immediate 
eftjact. They may please be brought to the notice of all the officers 
working under you. 

3. Hindi version will follow. 

sd-1 
(P. SAXENA) 

wetory9 
Central Board of Direct Taxes 

, Copy forwarded to:- 
\ 

1. P . S . to Chairman, Member (Inv.), Member (L) , Member 
(WTU), Member (ST), Member (R&A) and Member 
(rn. 

2. All Officers and Technical Sections in the Central Board of 
Direct Taxes. 

3. Director of Inspeclion (Inv. Irr&AdtlVigilanceJIntelli- 
$ence/RS&P/Recbvery/Special Znvestigation/Suruey. 

4. DCSputy Director of Inspection(PP&PR), New Delhi. 
5. Assistant Director of Inspection (Bulletin) New Delhi. 
6. Comptroller and kuditor General of India (40 copies). 
7. Competent Authority, Mgdras/Delhi/Bombay/Calcu tta. 
8. Joint Secretary and Legal &riser, Ministry of Law, New 

Delhi. 
9. Director of W M  Services (Income-tax) , D.1: (Sysfem) , 

New Delhi 
10. Dkector, National Academy of Direct Taxes, P . B . No. 40, 

Nagpur. 

&I/- . 
(P. SAXENA) ' 

I SECRETARY, 
CENTRAL B0AR.Q 3F D m  TAXES./ 
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P.A. NO. 

Ol?F'ICE OF THE INCOME TpX OFFICER 
Dated the 

I Dear Sir/Madaim, 

Regarding-Your Income-tax assessment for the 
year 1985-86*. 

Kindly refer to the Incometax return fled by you for & assess- 
ment year 1985-86". 

Your income-tax assessment for the aforesaid assassmW year has 
been completed under section 143(1) on the returned income and no 
additional &man&has been raised. 

Yours faithfully, 
(INCOW TAX O F F I C ~ )  

*This can be appropriately changed for the concerned m m e n t  
year. 

P.A. NO. 
QFJ'FICE OF THE I N c o ~  TAX OFFICER 

Dated the 

SUBJECT:-Your Incometaq assessment for the assessment. 
year 1984-85. 

/ 

Kikkdly refer the Inconetax return filed by you for the assess- 
ment ,year 1984-85. 

Your incometax assessment for the aforesaid as-& year has 
been completed under section 143(1) on the returned a and no 
additional demand has been raised: 

Younr faithBurty, 
(INrnME TAX om-) 



I 

8B 
INSI'RUCltrON NO. 1617 

F. NO. 201/101/8S-ITA-II. 
GOVERMWENT OF INDIA 
MINISW OF FINANCE 

Departmpnt of Revenue 
. 

CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 1 8 ~ 1  May, 1985. 

All Commissioners of Income-tax. 

SIlibjcdt:-Expc&ious kqptxqi 04 lanom*thx *-rctti- 
Instructions regarding. 

Draing the Commissioners C o ~ c e ,  1985, certain racommen- ' 

dVDDI~madctospecdclpthcdisposaldInoomb-taxascmmmts 
with the manpower available and to reduce the ever i n c r d g  back- 
@ Tbre nzommndaticms made in this Conferma have been exa- 
mined by the h a r d  and I am directed to say that in supermsion 
of all caisting iastructions an tbe subject, tbe follolwing procadurp will 
now be adopted. 

2. AsasmWs in the following types of cases will be completed 
udcr Mop1 143(1) of the Income-tax Act, 196 1, on the basis d tbe 
r ehm after linkiqg timu with the asses- records: 

(a) All CW%, other thas company and trust cases, with retwn- 
eb iwxrmepoSs upto Rs. 1 lakh; 

(b) Comjmny casa with  loss upto Rs. 25,000 
and paid up capital not exceeding Rs. 5 l a b ;  



interest C.D.S. &. if any will be checked. No other checking of my 
srrctwillbanacee~ary. Allpcadingassas~insuchcase~wiSlalso 

4. However, cases assigml to LACS (Aaxsmeat), Central Circks, 
Special Investigation Circleg, Special Circles, Search and Seizure 
cases, cases r eqmcd  under Section 147 and those sel&ted for sau- 
tiny on a random sample basis, etc. will not come under the purview 
of this scheme. lr 

5. ~1 other csaca (i.c. a;Ks w h  asipesrrpnents are not to 
compbteb in a summary mcmnar), will be dealt with under k o r m a l  
pnnxdm d law. 1 .  - 

6. When assessments in cases -ti- in p a  2 above are 
completed under 'secton 143(1) o£ the Act and there is no additional 
demand or refund, demand notices and copks of asees~ment orders 
will not be isued b;t an intimation that the wmsment has been com- 
pEeted under section 143(1) resulting in 'nil' demaradlrefnnd will be 
issued in the attached fonn. This intimation may be get printed in 
the form, of an idand letter and issued after writing the name and 
W e s p  of the assesssa. , 

-%a 
7. ~un(mbry and scrutiny carea should be entern separab1y in 

the Demand and collection &gktm. 

8. The initiation of penalty proceedingcFl&pletion of penalty PXQ- 
ceedings already initiated wfll be governed by the instrudons which 
are being issued separately.   ow ever, interest under the relevant 
proyisions will be levied 

9. Five per cent of the cases where asseaments are completed in @ 



10. The above instructions will corns iato effect immediately. 
These may kindly 'be brought to the notice of dl the offioeas working 
in your charge. 

1 1. Hindi versicm will follpv. 
Yours faithfully, , 

s/- 
(0. P. SRIVASTAVA) 

-9 

CENTRAL BOARD OF DWECT TAXES 
clcrpy forwarded to:- e 

1. P . S. to Chairman, Member (Inv.), Member (L), Member 
(WT&T), Member (S&T), Member (R&A) and Member 
(IT). 

2. All Mcers  and Technical &&ons in the C.B.D.T. 
3. Director of Inspection (Inv.)/IT&Audit/Vi@anc6/InteUi- 

gence/RS&PR/Special Investigations and Survey 
4. Deputy Director d Inspection, (PP&PR), New Delhi. 
5. Assistant Director of Inspection (Bulletin), New DeIhi. 
6. Comptroller and Auditor General of India (40 copies). 

8. Joint Secretary & Legal Adviser, Ministry of Law, New 
Dew. 

9. Director Cd O&M Services (Incornetax), Aiwan-eGhalib, 
Mata Sundri Lane, New DeLhi. 

10. Director, National Academy Direct Taxes, Nagpur. 
1 1. Director General, Special Investigatim. 
12. Regional Institute of Training at Bombay/Bangdm/Cal- 

cutta and Lucknw. 
MI- 

(B. P. GOREWARA) 
SECTION OFFICER - 

CENTRAL BOARD OF DIRECT TAXES 
a 

Tlbe Committee are concerned wer the rapid increase in effective ' 

tax a k m  during the period 1978-79 to 198 1-82. They find that the 
amount of arrears which was Rs. 735 mores as on 813-1979 rose to 



Rs. 977 as on 31-3-1982. The Committae are amazed at the 
exteat of these arr- as over 90% of the tax ~~IlecSions are made of 
preassessment c o l l w W  i.e. taxes paid by assessbes on their own 
and only less than 10% of the tax is to be collected by way of regular 
assessments. The Committee are disappointed to note that as against 
the moderate Action Plan target of 55% in regard to C O & ~  of 
I n c m t a x  arrear demand, the achievement during the period 1979-80 
to 82-83 has ranged between 38 to 43.20 per cent. The Ccnnmittee 
desire that the Ministry shod& examine this aspect in deqtll. and take 
effective steps with a view to reduce the tax arrears to the barest mini- 
mum. The Chmmittec would like to be apprised of the precise action 
taken in this regard, together with its outcome. 

1 

[S. No. 15 (Para 5.1 5 ) of the 217th Report of Public Accounts 
-, 

Committee (1983-84) (7th Lok Sabha)]. 

Action Taken 

Some of the important steps ,?ken recently for reduction of tax 
'S amears are as under:- 

(i)  The Commissioner of Inwmetax (Recovery) will identify 
cases involving deanand of Rs. 10,000 and below with 
respect to which recovery certificates were issued upto 
3 1-3-1979 and where no recovery w% made during the 
last 5 years. 

(ii) Such cases will be processed for write off. This will in- 
volve the convening of monthly meetings by the concern- 
ed Inspecting Assistant Commissioners with the Incorne- 
tax Officers and Tax Recovery mcers .  Commissime~s 
of Incometax (Recovery) will liaise with the local Com- 
missioners and convene there meetings. ----. -- - 

(iii) The arrear demands in the above cases will be written 
within the existing procedures and instructions. 

At the Board's meeting held on 27-8-1984, the following decisions 
were taken:- 

(a) It was found that ir! 99 cases, the arrears excedeed Rs. I 
crore as on 3 1-3-1984. The Commissioners of Income 
tax were asked to idmtify the demands locked up in 
appeals with AAC, CIT (Appe.als). ITAT ~s dm in 
proceedings before the High Courts and Supreme Courts, 
whm the matter is pending with the CTT (Apgeals) Mem- 
ber (R&A) will write to the CIT (Appeals) for early dis- 

398 -7. 



, posal d appeals. As regar& appeals pending witly ITAT 
a d  the Court proceedrngs, the Commissioners df Income- 
trur were quested to take steps for  the e d y  disposal d 
appeals and refesences. 

(b) The Cammissioners of Incometax were also asked to taka 
other follow up measures like keeping a watuh over the 
stay casa, over paymeats of instalments and auction a!E 
immovable properties, expediting disposal of waiver 
petitions and write off propods giving effect to appellate 
ordm etc. 

(c) The Commissioners of Inbme-tax wene asked to keep a 
strict watch on the dossier cases of arrears of Rs. 10 lakhs 
and above and particularly in cases where the arrears ex- 
ceed Rs. 25 lakhs and take follow up steps for reduction 
uf arrears. The Commissioners of Income tax were made 
persandy responsible to,&mure that 50% of the arrears 
are brought forward as on 1-4-1983 are reduced. 

(d) The members of the Board were asked to have p o n a l  
discussions with the Commissioners of Income-tax ccm- 
cerned when they go on tour so that a break through is 
achieved in arrear reduction. 

(e) The Diwtor  (Recovery) was asked to pay particular atttn- 
tion to the cases of arrears of Rs. 10 lakhs and above in 
view of the fact that the arrears involving in such cases 
form a substantial portion of the total arrears. 

(f) I t  was found that the figure of current demand raised in 
1983-84 has gone up Rs. 37 1 1 crores as compared to the 
c a n t  demand d Rs. 3104 crores raised in 1982-83. 
The reasons for this sharp increase in current demand is 
being ascertained. 

(g) It was also found that the arrears involved in cases of 
arrears upto Rs. 1 lakh is  also substantial. The m s  are 
requested to pursue recovery in such cases also. 

0) The vacancies of Asstt. D i ~ t o r s  in the Directorate of 
Recovery are being filled up to ensure review and follow 
up action in 1128 cases of arrears of Rs. 10 lakhs and 
aborc. 



2. Since the above mentioned steps were taken only recently,, the 
outcome t h e r e  would be known only at the end of the &camat 
financial y w .  

[Ministry of Finance (Deptt. of Revneue) O.M. No. 241161(341A&PN 
d & d  1-12-84) 

Recommendation 

The Appellate Assistant Commissioners and Commissiwers 
(Appeals) and the Appellate Tr-ibunal are departmental quasi-judi- 
cia1 authorities. The Committee feel that unless a time limit is lixed 
for their decision the tendency kj for the arrears to get accumulated. 
fhe Committee would like the Ministry to examine this aspect and 
rix a time limit for decision by these authorities. 

IS .  No. 25 (Para 5.25) of the 217th Report of PAC (1983-84) 
(7th Lok Sabha)] 

Action Taken 

Under the existing provisions of law, there is no time limit in 
regard to disposal of appeals by Appellate Assistant Commissioners, 
Commissioners (Appeals) or the Incometq Appellate Tribunal. 
However, imposition of a statutory time limit as recommended by the 
PAC would lead to a number of practical difficulties in implementa- 
tion. 

If a statutory time limit is laid down in the law in this behalf, the 
law will have to provide for consequences of the failure of the ap- 
pellate authorities to dispose of appeals in time. If the law were to 
provide that the consequence of nondisposai of an appeal within the 
limitatiop period would be that ths appeal shall be treated as disposed 
of in favour of the tax-payer, the provision would lead to an unjusti- 
fied and unwarranted benefit to the taxpayer. Further, such .a pro- 
vision would open up possibilities of misuse by unscrupulous persons 
who wouM so manipulate that appeals are not disposed of within the 
limitation period. On the other hand if it is provided that the c o w  
quence of nondisposal of an appeal within the limitation period would 
be that the appeal shall be treated as decided against the taxpayer, 
it would result in denial of justice to the taxpayer. 

For the reasons mentioned above, the problem of delay in disposal 
of appeals cannot be solved by prescribing a time limit in the law for 
their disposal. However, the ob@tive underlying the recommeoda- 
tion made by the Public Accounts Committee can be appropriately 
achieved by administrative measures. The Board would accordingly - 9 ,  



ifsue appropriate instmctions for prompt & p a l  of appeals by the 
Apphate Asfstaat Commmslmers and Cornssonet  (Appeals j . 
The Board would also ensure, through monthly reviews and periodl- 

. cal inspections, that these mstrwtions are stnct~y adhered to. The 
Lw/ ,- would be requested to suailarly monitor and regulate 
the disposal of appeals by the Appellate Tribunal. 

[Ministry of Finance (Deptt. of Revenue) O.M. 
NO. 241 161841A&PAC-1 dt. 2-9-85] 

Becommendation 

Shiktrly a time limit is necessary for disposal of revision petitions 
filed btfore the Commissioners of Income-tax. 

IS. No. 26 (Para 5.26) of the 217th Report of PAC (1983-84) 
(7th Lok Sabha)] 

Action Taken 

Section 264 of the Income-.tax Act, 1961, provides that the Com- 
missioner may- either on his motion or on an application by the 
asswee, call for the record of any proceeding and pass such order 
themon, not h g  an order prejudicial to the assessee, as he thinks fit. 

2. . Under the existing provisions, there is no time limit for dispo- 
sal of a revision application by the Commissioner. However, impo- 
sition of a time limit for disposal of revision applications, as recom- 
mended by the PAC, would lead to a number of difficulties in imple- 
mentation. 

3, If a statutory time limit is laid down iu the law in this behalf, 
the law will have b provide for consequences of the failure of the 
Commisoiones to dispose of the application in time. If the law were 
to provide that the consequence of nmdisposal of an application 
witbin the limitation period would be that the application shall be 
treated as disposed of in favour of the taxpayer, the provision would 
lead to an unjustified and unwai~mted benefit to the taxpayer. Fur- 
ther, such a provision would open up possibilities of misuse by un- 
scrupulous pelsons who would so manipulate that such applications 
are not disposed of within the limitation period. On the other hmd, 
if it is provided that the consequence of non-disposal of an applica- 
tion within the limitation period would be that the application shall 
be treated as decided against the taxpayer. it would result in denial 
of justice to the taxpayer. 

4. For the masons mentioned above, the problem of delay in 
disposal of revision applications cvlnot be solved by prmn%ing a 



time limit in the law for their disposal. However, the objective under- 
lying the recommendation made by the Public Accounts Committee 
can be appropriately achieved by administrative measures. The 
Board would issue instructions for prompt disposal of such applica- 
tions by the Commissioaers. The Board would also ensue through 
periodical inspections that the instructions are strictly adhered to. 

CMinistxy of Finance (Deptt. of Revenue) O.M. 
NO. 241161841A&~AC-I dt. 2-9-851 
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PART I1 

MINUTES OF 48TH SITTING OF THE PUBLIC ACCOUNTS 
COMMITTEE HELD ON 18 MARCH, 1986. 

The Com~nittee sat from 15.30 hrs. to 16.30 hrs. in Room No. SO., 
Parliament House, New Delhi. 

PRESENT 

Shri E. Ayyagu Reddy-Chairmun 

2. Shri Amal Datta 7 
3. Shri Ranjit Singh Gaekw.ad I 
4. Shri Rajmangal Pande 
5. Shri H. M. Patel 

I 
6. Smt. Prabhawati Gupta 
7. Shri G. Devaraya Naik 

t Members 

8. Shrimati Amarjit Kaur 
I 

J 

1. Shri N. N. Mehra-Joint Secretary 
2. Shri K .  H .  Chhaya-Chief Financial Committee Oficer 
3. Shri Brahmanand-Senior Financial Comnlittee Oficer 
4. Shri Krishnapal Singh-Senior Financial Committee Oficer 

REPRESENTATIVES OF THE C&AG OF INDIA 

1. Shri P. C. Asthana-ADAT (Rly.) 
2. Shri V. Sunderasan-DRAI 
3. Sh-i P .  N. Misra-Joint Director (Rlys.) 
4. Shri K . Krishnan-Joint Director (RA-I) 

2. The Committee took up for cornideration Draft Report on 
Action Taken bv Government on recommendations contained in their 
167th Report (7th Lok Sawn) on 'Utilization of Locomotives' and 
adopted the same. 



3. The Committee thereafter considered the draft Report on action 
taken by Government on the ~ecommendations contained in 217th 
Report (7th Lok Sabha) on Cost of Collection land adopted the same 
&.ilh amendments/modifications shown in Amexure. 

4. The Committee then considered the Memorandum on a refer- 
ence from the Chairman, Rajya Sabha on the question of propriety 
ctf exempting some items from customs duty on the eve of the Budget. 
The Committee decided to process the matter further on receipt of 
information on the subject from the Ministry of Finance (Depart- 
ment of Revenue) sometime in the 1st week of April, 1986. 

5. The Committee also approved some minor modifications/ 
amendments arising out of the factual verification of the draft Reports 
by Audit. 

6. The Committee also authorised the Chairman to finalise the 
draft Reports and present the same to the House. 

The Committee then adjourned. 

- - -. - 
pa@ Para Line For Read 

10 . . 1 . 1 1  Last Add thr following after 5miult~ achieved9:- 
'within the rtext six month\' 

1.15  Last Add the f~~lbwingin tlw end The Chnlmittee 
desire that Governmcrr t should require 
appcals to br dispnd of expeditiously, 
every e&rt being made to dispose of 
appeals within a timr limit, and any failun 
to do m being explained to the satisfac- 
tion of the Ministry'. 



APPENDIX 

S1. Para 
No. No. 

Minis try Recommendations /Observations 

- ---- -- ---- 
I 2  3 .- - - - - - - -- -- 4 --- -- 
I . I .8 Finance (Deptt . of Revenue) In their 217th Report, the Committee had observed that the 

pendency of income tax assessments had increased from 15.38 lakhs 
in 1977-78 to 26.61 lakhs in 1981-82. They had pointed out that 
despite the departmental measures to reduce pendency, like creation 
of the posts of Inspecting Assistant Commisioner (Assessment), 
en1 arging the scope of Summary Assessment Scheme, empowering 
Inspectors also for completion of income-tax assessments; and by 2 
substantial increase in staff strength etc., the number of pending 
assessments had still been constantly going up. Emphasising the 
need for expeditious disposal of incometax assessments, the Cm- 
mittee had recommended that the Central Board of Direct Taxes 
should examine the matter in all its aspects and take all necessary 
steps with a view to liquidating pendency of assessments in the 
shortest possible time. In their action taken note, the Ministry of 
Finance have cited certain instructions since issued by the Board lay- 
ing down revised guidelines for incometax assessments and have 
maintained that the disposal in all areas of assessments have now 
increased. The Committee are not satisfied with the mere issue of 
instructions. They would like the Central Board of Direct Taxes to 



assess the positive impact of these instructions towards liquidation of 
pendency of assessments and inform the Committee of (i) the pre- 
cise extent of success achieved in this regard so far; and (ii) the 
further steps if any they propose to take in order to reduce the pending 
cases to unavoidable minimum lcvel. 

Financc (Deptt. of 
Revenue) 

In their earlier Report, the Committee had noted that the &ec- 
tive income-t3x arrears had increased rapidly from Rs. 735 crores in 
1978-79 to Rs. 977 crores in 1481-82. Expressing their concern 
over the extent of the arrears particularly in view of the fact that 90 
per cent of tax collections were made up of pre-assessment collections, 
i.e. taxes paid by the assessees on their own either by way of deduc- s' 
tiori at source or advance payment of tax or payment of tax on self 
assessment, the Committee had rzcommended that the Ministry of 
Finance should examine the issue in depth and take effective steps 
with a view to reducing the tax arrears to the barest minimum. The 
Ministry of Finance have in theii  action taken note enumerated some 
of the steps taken recently for reduction of tax arrears. These mea- 
sures include steps for early dispoqal of appeals and references, taking 
up follow-up measures like keeping a watch over the stay cases, pay- 
ments of instalments and auction of immovable properties, expediting 
disposal of waiver petitions and write off proposals giving &at to 
appellate orders keeping strict watch on the dossier cases of arrears 



of Rs. 10 lakhs and above .and personal discussions of the members 
of Board with the Commissioners etc. According to the Ministry, as 
some of these steps were taken only recently, the outcome thereof 
would be known only at the end of the financial year. The Commit- 
tee desire that the Central Board of Direct Taxes should evaluate the 
impact of these measures on reduction of tax arrears during each yeas 
since these measures began to be taken and apprise them of the con- 
crete results achieved within the next six months. 

Filialice (Dept t of 
Re venue, 1.15 In their earlier Report, the Committee had taken a serious 

view of the heavy pendency of income-tax appeals. They had observ- 
ed that pendency of appeals had gone up from 2.22 lakhs in 1977-78 
to 3.53 lakhs in 1981-82. The number of appeals pending as on 
31-1-1986 is 3.13 fakhs. Stressing the need for timely disposal of 
appeals, t h e  Committee had recommended that the Ministry of 
Finance should lay down a time-limit for the appellate authorities, 
viz., the Appellate Assistant Commissioner, the Commissioners ( A p  
peals) and the Income-tax Appellate Tribunal for their decisions. 
The Committee had also expressed their view that a similar time 
limit was necessary for a disposal of revision petTtion~ filed before the 
Commssioners of Tnocme-t@. The Miriistry of Finance haw in 
their action taken reply maintained that the problem of delay in dis- 
posal of appeals cannot be solved by prescribing a timelimit iiT the 
relevant law. According to the Ministry, ?f a statutory time-limit is Idd 
down in the law in this behalf, the law will have to provide for con- 
- -- - 



- -- - -- 
I .  2 3 4 

____-I_ ------ -- - ---- - - - 
sequences of the failure of the appellate authoritiesfCommissiom 
to W s e  of qpeals in time, The Ministry have also contendsd that 
such -a provision would open up possibilities of misuse by UI1&Cmpu- 
lous persons who would so manipulate that appeals/revision applica- 
tions are not disposed of within the period of limitation. The 
Committee was aware of the difEiculties that may arise if a statutory 
ot. informal but rigid time limit is laid down in such matters. Their 
objections was and is that the appellate authorities should act with 
a sense of urgency. What the Ministry now propose to do may 
work well only if the frequency of the periodic inspections is adequate 
and the inspecting authority ytisfies himself that every ground for 
delay in disposal wap sustainable. And in any case it &odd be 
possible for all to see that the work is done expeditiously, The Com- 
mittee desire that Govt. should require appeals to be disposed of 
expeditiously, every effort being made to dispose of appeals within 
a time limit, and any failure to do so being explained to the saMac- 
tion of the Ministry. 

- - -- A 




