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INTRODUCTION 

I, the Chairman of th·e Public Accounts Committee, as authonsed . 
by the Co~mittee, do present on their behalf this Two Hundred and 
Eleventh Report of the Committee on paragraph 1.18 of the Report of 
t~e Comptroller and Auditor General of India for tbe year J 981-82, 
Union. Government (Civil), Revenue Receipts, Volume II, Direct Taxes 
rc;latjng to Acquisition of Immovable properties. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1981-82, Union Government (Civil), Revenue Receipts, 
Voh1me II, Direct Taxes was laid on the Table of the House on 4 April. 
1983. -

3• Investment in immovable property is one of the common outlets 
for concealed wealth. To counter evasion of tax resorted through under-
statement of the value of immovable property in sale deeds and also to 
check the circulation of black money, Chapter XXA of the Iricome-tax 
Act, 1961 was introduced with effect from 15-11-1972 empowering the 
Central Government to acquire immovable properties. The Committee 
have pointed out that one of the tests of efficacy of any legislative 
measure is how effectively it is administered. Seen from this angle, the 
Committee have found that as against over 77 Iakh intimations of sale/ 
transfer of properties received from the Registering authorities during 
the period 15-11-1972 to 21-3-1983. and 53,310 notices issued during 

the same period, the number of properties actually taken over by the 
Department so far was merely 15. The Committee have pointed out that 
if the Department want to make the provisions of Chapter XXA truly 
deterrent, it is imperative that once acquistion proceedings are initiated, 
they should be pursued to their logical conclusion. 

4. As already mentioned, the total number of intimations in form 
No. 370 received in all the 29 acquisition ranges from 15 Nove~ber 1972 
upto 31 March, 1983 was 77.17 lakhs. 1 hese intimations had nec~ssarily 
to be scrutinised within 9 months. After the Committe~ drew the atten-
tion of the representatives of the Ministry during evidence to the need 
for eliminating unproductive work in handling a large number of relati-
vely smaJier cases, Finance Bill (No. 11), 1984, has been introduced. 

(v) 



(vi) 

The Bill seeks to amend with effect from I June, 1984, the provisions of 
the Act by raising the monetary limit from Rs. 10,000 toRs. 25,000 in 
res~t of intimations in form No. 370. While expresstna satisfaction at-
the proposed move, the Committee have expressed hope that appro-
priate administrative measures will also be taken with a view to elimi· 
nating .unproductive work. 

S. Proviso to Section 269C of the Act requires that before initia· 
ting acquisition proceedings, the competent authority shall record reasons 
for doing so. The Committet have, however, regretted to observe that 
in Madhya Pradesh, aU the 56 cases referred to the Audit paragraph bad 
to be droppt>d as reasons for initiating the acquisition proceedings had 
not been recorded. In eight of the dropped cases, the fair market 
values were substantially in excess of the apparent consideration, i. e. 
Rs. 25.60 lakhs as against Rs. 8.84 lakhs. The Committee have taken a 
serious view of this lapse. As to the remedial measures, the Committee 
have been informed that on discovery of these cases, the Board issued 
instructions in May 1983 drawing attention of the competent authorities 
to the mandatory provisions of the Act regarding recording of reasons in 
writing, with direction to invariably record reasons in writing before 
initiating proceedings for acquisition. The Committee have expressed the 
hope that the Board will see to it that the instructions issued by them in 
this regard are strictly complied with by the competent authorities. 

6. The Committee have expressed concern over a phenomenal 
increase in the pendency of acquisition cases. As against 8,237 cases 
pending as on 1-4-1979, there were as many as 26,759 cases pending as 
on 31·3-83. Furthermore. as many as 1120 cases are such wherein no 
pursuance action was taken for over three years. The Committee have 
pointed out that the prolongation of proc~dings only <;&uses undue 
harassment to the parties by keeping them in suspense. Such a heavy 
pendency not only points to the need for a review of the existing pro-
cedures prescribed for finalisation of acquisition proceedings but also 
for all-out efforts for their liquidation. In thic connection, the· Commit-
tee have suggested to Government to consider ·the feasibility of imposing 
a statutory time-limit for the disposal or acquisition ord~rs. 

7. The Public Accounts Committee (1983-84) examined this para· 
&raph at their sittings held on 25 and 26 October, 1983. The Committee 
(1983-84) considered and finalised this Report at their sittina held on 



(vii) 

23 April, 1984. Minutes of the sittings form Part II"! of the Report. 

8. A statement containing conclusions and recommendations of 
the c·ommittee is appended to this Report (Appendix-11). For facility of 
reference, these have been printed in thick type in the body of the 
Report. 

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

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

New Delhi 1 
April 26, 1984 

Yai1akha 6, 1906 (Saka) 

SUNIL MAITRA, 
Chairman 

Public Accounts Commlttf!e 

It! Not printed. One cyclostylcd copy laid on the Table of the House 
aDd five copies pW:td iD Parliament Library. 



REPORT 

CHAPTER. I 

ACQUISITION OF IMMOVABLE PROPERTIES 

(a) Audit Paragraph 

1.0 I Chapter XXA of the Income-tax Act, 19d, introduced with 
effect from .15 November, 1972, empowers the Central Government to 
acquire an immovable property, where such property is transferred by 
sale or exchange and the true consideration for such transfer is concealed 
with the object of evading tax. The scope of these provisions has been 
extended through the Income-tax (Amendment) Act, 1981 with effect 
from I July, 1982, to cover: 

(a) transfer of flats or premises owned through the medium of 
cooperative societies and companies; 

(b) agreements of sale followed by part performance viz. by actual 
physical possession of the property by the de facto buyer ; and 

(c) long term leases i. e. leases for a period of 12 years or more. 

1 .02 Acquisition proceeding under these provisions can be initia· 
ted where an immovable property of fair market value cxcced1ng Rs. 
25,000 is transferred for an apparent monetary consideratiod, which is 
Jess than the fair market value by more than 15 per cent of the apparent 
monetary consideration. The compensation payable on acquisition 
is the amount of the monetary consideration shown in .the transfer 
document plus 15 per cent of such amount. 

).03 According to the Annual Report 1981-~2 of the Ministry of 
Finane\! there were 34 Inspecting Assistant Commissioners lAcquisition) 
functioning as on 31 October, 19~ I. 

1.04 A study of the records maintained in 15 acquisition ranges 
indicated the following position :--

( i) Number of cases where notices of acquisition were 
issued from 1-4-1979 to 31·3·1982 

• 

J5,1SS 
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(ii) Number of cases out of (i) above where notices 6,211 
were withdrawn/dropped ........ . 

(iii) Number of cases where acquisition orders were 
made pursuant to the notices ........ . 

(iv) Value of apparent consideration in respect of pro- Rs. 40.01 
perties in (iii) lakhs 

(v) No. of properties actually ta1~en over......... 1 

(vi) Cases where acquisition notices were pending 9,518 
finalisation- ....... . 

Proceedings dropped (6,211 cases) accounted for 39 per cent of the 
total number of notices issued for acquisition. Pendency made up for 
another 6fl percent. The cases finalised were a negligible proportion 
of the totaL 

1.05 A test check conducted in a few acquisition ranges indicated 
that the following were typical reasons for the dropping of proceed-
ings:-

(i) In Bihar, out of 23~ acquisition notices issued, 55 were with 
drawn for the reasons that the order sheets of the case-files 
were not signed by the competent authority and the proceed-
iags had become void ab initio or the acquisition proceedings 
bad been initiated before obtaining valuation reports from 
the Valuation Officers. 

(ii) In Maharasbtra, in 41 cases, acquisition proceedings were 
dropped as the difference between the apparent consideration 
and the fair market value did not exceed 15 percent or 
exceeded in only marginally. 

(iii) In \1adhya Pradesh. in 56 cases, acquisition proceedings were 
dropped as reasons for initiating the proceeding were not on 
record. In 8 such cJses the fair market values were substan-
tially in excess of the apparent conc;iderations (Rs '2 5.60 
lakhs as against Rs. 8.84 lakhs). 

1.0(, The acquisition proceedings have to be initiated by issue of 
·notices tn that effect published in the official gazette. No such proceed-
ings can be initiated after the expiry of a period of 9 months from the . 



end or the" month in which the i'n:>trument of transfer in respect or the 
property is registered under the Registration Act, 1908. while giving 
evidence before the Public Accounts Committee in November, 1976, the 
Ministry of finance had informed the Committee that the statutory 
provision for the publication of the notice in the gazette was a little 
cumbersome and that the law was being amended retrospectively. In 
para 3.9 of their 7th Report (6th Lok Sabha) the Public Accounts 
Committee recommended that Government should take early action to 
bring forward an amendment to enable all cases which had become time-
barred being reopened. The Ministry apprised the Committee in 
December 19 78 and in-December J 980 that the proposed amendment 
was under consideration. Final actton is still pending. 

1.07 A few instances where acquisition proceeding> could not be 
initiated because or the department's inability to publish the notice with. 
in lhe prescribed ume are m.:nlioncd below :-

tiJ In Hclryana, agncultural lands and buildings having conside-
ration valu~ of Rs. 125,000 were transfl!rred by an aisessel! 
to a firm ou 27 December, In8. On a ret\:r~n..:~· made on 5 
July 1979, lh~ d~panmcutal Valuer determmcd Lhe fair 
market valut as k.s. 2,J8,800 on 17 September, 197~. Due to 
the inabtJity of the press to publish the notice in Lhc o1licml 
ga~ue before 3J September 19 ,9, the proceedmgs bad to 
be dropped. 

(ii) In Haryana again, a building comprising godown and othce 
block having apparent consi<leration value of Rs. 70,000 was 
transferred as per sale de.:ds dclted 22 F\:bruary. l'J77 and 1 
April, 1977. The tair mark.tt value dctcrDWlDd D.) tbe Valua· 
tion Officer on 14 November, 1971 waa RJ, 1.4~,5vv. Tnc 
proceedJngs bad to be dropped as nouce was not pub!l&bed 
within the statutory tlmc bmlt. 

(iii) In Orissa, a properl)' having apparent consideration of .R.s. 
45,000 and sold on 12 May, 19~v was referrec1 to tbe Valwa-
tion Officer for asceruuning the fa1r market value on 3o 
October, 198u. The fair market value of th~ property waa 
determ1ned at 1\s. 3,90,000 on 4 November, 19~0. The pro-
ceedings had to be dropped as th\! notice ~ould not be 
published m the official gaz\!tte b~' 28 February, 19~!. 
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(iv) In Orissa also, land with building having apparent considera· 
tion of Rs. 32,500 (sold on 7 May, 1980) was referred to the 
Valuation Cell o.1 28 May, 1980 for ascertaining the fair 
market value. The valuation repo1t affixing the fair market 
value at Rs. 1,45,000 was received on 7 January, 1981. The 
proceedings had to be dropped as the notice could not be 
published in the official gazette. " 

].08 For the purpose of initiating proceedings for the acquisition 
of any immovable property the competent 'authority may require a 
Valuation Officer to determine the fair market value of such property 
and report to him. Under the analogus provisions of the Wealth-tax 
Act, and the Gift-tax Act, such valuation by a valuation Officer is bind· 
ing on the assessing authority who cannot reject or vary it. That is not 

·so in respect of the valuation for acquisition proceedings. The Act, 
however, provides that the decisiJn of the competent authority in respect 
of objections heard against a proposed acqu1sition shaH be in writing 
and shall state the reasons for the decision with r~spect to each obj~ 
tion. 

(a) In Haryana, in 11 cases, the difference between the fair 
market value (Rs. 16.53 Jakhs) and the apparent considera· . 
tion (Rs. 10.03 lakhs) was more than 25 per cent of the latter, 
but tbe acquisition proceedings were dropped without r~r
ding any reasons and without giving any opportunity to the 
concerned Valuation Officer who had determined the fair 
market values. The Department accepted that in certain 
cases the reasons might not have been on record but held 
that the dropping of proceedings is entirely disc::rctionary and 
cannot be challenged. The felct remains that the legal requi-
rements had not been complied with. 

(b) ln 35 other cases. the acquisition proceedings wero 
dropped even though the fair market values determined 
by the departmental Valuation Officer exceeded the apparent 
consideration by more than 25 percent in each case. The 
percentage of variation in these cases ranaed from 25 percent 
to 182 percent but the department deemed the Valuation 
Officers' reports as incorrectterroneous and dropped the 
proceedings on the basis of valuation reports of approved 
valum. 



1.09. The Income-tax Act does not provide any time limit for 
ftnalisation of the acquic;ition proceedings. Inordinate delay was noticed 
in finafisation of cases after issue of notices. A few cases in Bombay where 
the difference between the fair market value and the apparent considera-
tion was over Rs. 20-Iakbs each and the notices were issued prior to 1 
April 1979, but the cases were still pendmg f\nalisation (August 198~) 
·are indicated below : 

(a) A property constructed on an area of 4233.33 sq. mtrs. 
transferred at an apparent considcra' ion of Rs 20.25 lakhs 
had fair market value of Rs. 45 lakhs. The acquisition notice 
was served on the transferor on 6 March, 1976. Subsequ-
ently, the Inspecting Assistant Commissioner wrote to the 
Commissioner of Income-tax on 21 March, 1979 regarding 
the matter. No further action was taken. 

(b) A property having a fair market value of Rs. 60.70 lakhs 
held b}' a private company was transferred at an apparent 
consideration of Rs. 35.84 lakhs. The notices of acquisition 
were served on 11 April, 1977 and also affixed on the pro-
perty on 17 April, 1978 when a panchnama ~as also made. 
No action was t!ken thereafter. 

(c) An assessee transferred properly which had an apj)areot 
consideration of Rs. 88.35 lakhs. The fair market value of . 
the property was estimated at Rs. 2 crores. Acquisition 
proceedings were initiated by issue of notice on 13 D~cember, 
1977. The Counsels attended on 23 March, 1979 and copy 
of the reasons recorded were given to them for comments. 
No further developments were noticed in tbe case. 

(d) A property situated on an area of 4521.79 ~· metres trans• 
ferrcd by a private company at an apparent consideration o, 
Rs. 22.08 lakbs was estimated to have a fair market value 01 

Rs. 50 lakha. Notice of acquisition was issued on 14 
November, 1971. 

The Deputy Director of Investigation Circle !-Settlement Commi,. 
sion, Bombay returned the acquisition papers of the trans-
feree on 6 January, 1979. No further action was taken in the 
matter. 



{e) An assessee transferred a building ·•ituated ·on an area of 
6249 sq. yards at an appaFnt considr~ration of Rs. 2.40 takbs. 
The fair market value was estimated at Rs. 48 22 lakhs. The 
notice of acqui:dtion was issued on 15 June 1977. A notice 
for hearin•! obj~ction was issued to thl.! transferee on 19 
February 1979. There was no further action. 

(f) A property having an apparent consideration of Rs. 80.51 
Jakhs was transferred by an individuaL The fair market 
value of the property 'Yas estimated at Rs. 145.50 Jakhs. 
The notice of acquisition was served on 30 July 1977. The 
transferee responded to the notice and requeskd for adjourn-
ment of hearing in his letter dated 26 February, 1977. No 
further developments were knovm. 

J .l 0 The results of the review were sent to the Ministry of 
Finance in September 1982; their remarks are awaited (December 1982). 

[Paragraph 1.18 of the Report of the C & AG of India 
for the year 1981·82. Union Government (C,vil), 
Revenue Receipts, Volume 11-Dirt:ct Taxes (pp. 46-52)] 

. 
1.11 The draft Audit paragraph was sent to the Ministry of 

Finance in September, I we. Howev..:r, Nply to this paragraph was scnl 
to Audit on 30 Septembe-r, 1983. Asked to indicate the r.:asons for not 
adhering to the prescribed time schedule for furnishing reply to Audit, 
the Ministry of Finance (Department of Revenue) have stated (February 
1984): 

"Paragraph J.l~ has been in the nature ol an omnibus paragraph 
encompassing the working of AcquisitiOn Ranges all over 
India and a large number of cases (208 cases) noted by the 
Audit. As the information had no be collected from various 
field authorities and in a large number of cases, more time 
was taken in replying to this paragraph than the tame: norma-
Hy taken for furnishing reply to the draft paras pcrtaining to 
iaoividual '"ases.'' 

(b' Introductory 

1.1.2 Chapter XXA containing provisions dealing with :u.:quisition 
of immovable property was brought on the slatute book on the recom-
meodationli contained in the interim report of the Direct Taxes Enquiry 
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Committee popularly known as Wanehoo Committee (1971). The 
Wanchoo Committee made the following recommendations also ia tb.cir 
Final Report. 

X X X 
Para 2.19:~: After considering th(~ adequacy of the provisions in 

the Taution Vtws (Amendment) Bill, 1971, the Committee recommen~ 
ded acquisition of properties in certain casl!s under the Land Acquisition 
Act, 1894 after amending the provisions relating to market value therein. 

1.13 Specific objects of the introduction of Chapter XXA in the 
Income-tax Act, 1961 and the amendments made in IQ72 and 1~81 have 
been explain~d by the Ministry of Finance (Department of Revenue) as 
follows: 

"Chapter XXA relating to Acquisition of immova' •It: properties in 
certain cases of transfer to counter-act tax evasion was inserted . . 

in the Incomr-tax Act, 1961 by the Taxaiion Laws (Amend· 
ment) Act, 1972 with effect from l 5-1! -1972. T. e object of 
introducing Chapter XXA in the Income-tax Act is to counter 
evasion of tax through under-statem\:nt of the value of immov-
able property in sale derds and also to check the circulation of 
black money by empo~cri1.g the Central Government to acquire 
immovable properti.:s, including agricultural lands, at prices 
whi~h correspond to those recordl!d in sale dl!eds. 

The Income-tax (Amendment) Act, 1972 amended Chapter XXA 
with a view to removing certain practical ditficultil!s cxperknct:d in the 
administration of the provisions of the Chapter. 

Under section 2690 of the Income-tax Act. proceedings for the 
acquisition of immovable property are initiated by the competent autho-
rity by publication of a notice to that effect in the Official Gazette. The 
proceedings had to be initiated before the expiry of a period of six 
mont he; from the end of the month in which the ins! nnnent of tr.msfer 
in r.!specL of the property was registered under the RegistratitJn Act, 1908. 
The statutory limitation of six: months resulteJ in a practic.1l ditllculty in 
view of the large volume of work involved. in-a-; much as some of the 
notices which were sent to lhe uovernment of India Prt"~s could not be 
published in time. Having regard to the fact that tlh· t'-:timation of the 
fair m1rket value of the im novahle property by the 1.:ompetcnt authority 
often involves reference of the question of V<iluation to the Valuation 
Officer, which is time consuming, and the fact that sufficient advao.ct 
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notice is required by the Government of India Press for publishing these 
notices, the limitation for initiating acquision proceedings was extend-
ed by three months. Past actions in cases where these notices were 
published in the Official Gazette after the expiry of six months but 
before the expiry of nine months from the end of the month in which the 
instrument of transfer was registered were specificalJy validated, Conse-
quential provisions were also made to aJiow extension of time to interes-
ted persons to file objections in respect of cases which were s·o validated. 

Section 269P of the Income-tax Act provides that no registering 
officer shall r.-gistcr any document purporting to transfer any immovable 
property unless a statement in duplicate in respect of such transfer is , 
furnished to him alongwitb the instrument of transfer. Under the provi-
sions as originally enacted, the statement was required to be furnished in 

·' respect of every immovable property regardless of its value. The register-
ing officer was required to forward the statements received by him to the 
competent author1h concerned in fortnightly batches. The collection and 
submission of statements under section 269P threw a considerable burden 
on registering officers. With a view to keeping administrative work 
within manageable Jimits, Section 269P was amended to provide that no 
statement will be required to be furnished in any case where the consi-
deration declartd in the instrument of transfer does not exceed 
Rs. 10,000. 

Objects of amendments made by the Income-tax (.4mend·nent) Act, 1981 

Provisions of Chapter XXA of the income-tax. Act, J 961 were 
applicable only in cases of transfer of immovable property by way of sale 
or exchange and did not cover cases of other t)·pes of transfer. The 
Income-tax (Amendment) Act, 1981 extended the provisions of Chapter 
XXA to cover-

(i) transfer of flats or promises owned through the medium of 
co-operative societies and companies; 

(ii) agreements of sale followed by part performance as visualised in 
section 53 A of the Transfer of property Act, 1882; and . 

(iii) long term leases (namely leases for a. period of not Jess than 
12 years). 

Parties to a transfer of the type referred to at (i) and (ii) above are 
required to register with the competent authority a statement in tJ:te 
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prescribed form giving particulars of such transfer within the prescribed 
time. .Failure to furnish the prescribed statement in time renders the 
defdulter liable to punishment of rigorous imprisonment which may 
extend to 2 years and also with fine." 

(C) Efficacy of the provisions relating to acquisition of immovable property 

1.14 The Chok~hi Committee in their interim Report (December 
1977) pleaded for deletion of existing provisions from the Act for the 
following reasons : 

l. The statistics relating to the progress of the work during the 
past years in Bombay, where the evil of under-statement of 
property values is considered to be widely prevalant show that 
notices of acquisition have been issued in only about 20% of 
the cases where intimations were received from the Registrar 
and Acquisition orders have been actually issued only in a very 
small fraction of thes~ cases. The acquisition order has been 
upheld is in only one case. The conclusion is inescapable that 
the provisions have failed to achieve their intended purpose. 

2. There is no evidence of the deterrent effect of these provisions. 
The statistics do not disclose any steps rise in the yield from 
capital gains tax. Increases in stamp revenue, if any, may 
merely be part of the general phenomenon of rising tax revenues 
or the result of increased rates of stamp duty. There is no 
indication of any unusual rise in the value of immovable pro-
perties disclosed for wealth tax purposes. 

3. Introduction of Section 54E 'capital gain on transfer of capital 
assets not to be charged in certain cases' from 1st April 1978, 
the temptation to evade or reduce the capital gains tax has 
largely disappeared. 

4. The effectiveness of the provJslons depends entirely on the 
ability of the administration to sustain the estimated market 
value before the courts. If the market value can be effectively 
established, the remedy under Section S2(2) would be more 
Q.irect and less cumbersome. 

1.15 Government have not accepted the above recommendation or 
the Chokshi Committee for the deletion of the existing provisions relat• 
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ing to acquisition of property. The I:,easons therefor were explained by 
the Member. CBDT as follows: 

uThe Chokshi Committee's Report was not based on adequate data. 
Their data related only to the Bombay city. The data was not 
fully representative and therefore the Government took the view 
that the recommendation should not be accepted. The Chol<shi 
Committee only took into consideration the working of acquisi· 
tion proceedings in Bombay city. but that was not enough. 
Now with the amendment of the Act, we have also become the 
registering authority simultaneously. The opinion of the 
Chokshi Committee was of limited validity." 

1.16 The Member, CBDT added: 

"The Chokshi Committee recommended that these provisions serve 
the purpose and the purpose was to a:t as a deterrent anq the 
number of notices issued makes it a deterrent and the fact of 
the existence of the provisions itself is a deterrent. Now I 
would like to add that from the very beginning we were 
anxious that the public should not suffer. That is why. in the 
very beginning, soon after that Section was introduced, we 
introduced this idea of a limit of 10,000 for the apparent con· 
sideration. That was in 1964 ...... " 

1.17 Subsequently, in a note the Ministry of Finance (Department 
of Revenue) have stated (February 1984): 

"It is submitted that the Chokshi Committee had in their "Interim 
Report recommended deletion of the provisions relating to 
acquisition of immovable properties. However. the recom· 
mendation was not found acceptab!e, primarily for the follow· 
ing reasons, namely : 

(i) the effectiveness of these prOVISIOnS is not tO be judged 
merely by the number of properties acquired by the 
Department; and 

(ii) the study co:·ducted by the DI (RS & P) showed that the 
provisions have served as a deterrent against the uncontrol· 
Jed circulation of unaccounted money in real estate 
transactions." 
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1.18 The Committee desired to know in evidence if this particular 
piece of legislation has worked well a td how far it was serving the 
intended purpose. The Member, CBDT stated : 

"The very question whether this legislation should be con_tinued or 
not has been ex.amined by the Chokshi Committee. The 
Government bas taken a view, and we also subscribe to it, that 
this is serving the purpose for which it is intended. The pur-
pose is, first of ·all, to have some kind of a fear in the minds of 
those who indulge in black money transactions that their 
property is liable to be acquired by the Government if the 
apparent consideration is substantially different from what it is. 
With your permission, I will read some of the extracts in the 
various newspapers which have appeared in Bombay after the 
amendment came into force in July, 1982 ..... .'' 

1.19 The Member, C.B.D.T. added: 

"After reviewing the working in the field in Bombay we feel that it 
has served a very useful purpose and substantial increase has 
.been seen (in) the property values shown in the· documents." 

1.20 The Member, C.B.D.T. supplemented: 

"The social purpose of this legislation cannot be denied. It is a fact 
that a lot of black money is involved in construction activity." 

1.21 In the same context, the Member, CBDT added : 

"As far as I understand, this S"ction and the amendment effective 
from July 1982 is not to help us to become the property 
owners, but to create in the society a general fear so that they 
do not choose to record the transaction at a much lower price 
than the apparent consideration." 

• 1.22 The Committee desired to know if any review had been 
undertaken about the efficacy of the provisions of Chapter :XXA and the 
need for their continuance. The Ministry of Finance (Department of 
Revenue) have stated that •jn 1976, the Board directed the Directorate 
of Research, Statistics and Publication to undertake a study of the 
effectiveness of the provisions of Chapter XXA of the Income-tax Act. 
1961'. The Directorate submitted its Report in February, 1979. On tbc 
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analysis of the data colkcted, the Directorate oherved as follows while 
summing up the results of the Study : 

"The provisions of Chapter XXA had served as a deterrent against 
the uncontrolled circulation of unaccounted money in real 
estate transactions. Although in view of the margin between 
the declared value and the value adopted by the Valuation Cell 
in cases referred to it, it could not be denied that the 'black 
money• role in real estate deals continued to exist, say, to the 
extent of 25 to 30 percent, this was much less than what it was 
before and one of the reasons for the fall in the 'black money' 
could be said to be the deterrent role played by provisions of 
Chapter XXA. It could, thererore, be said that the provisions 
of Chapter XXA had, to a great extent induced disclosures of 
true sale prices or at least ncar-true prices in transactions of 
immovable properties." 

I .23 During evidence, the Chairman. CBDT stated : 

"Sir, in a way, the answer is contained in the remark of the Hon. 
Minister for Finance Mr. R. Venkatarainan when· last year 
(1981) he introduced an amendment making additions to this 
section for acquiring the flats at Bombay, dealing with certain 
situations which were not covered in the original Sections. 
There he had said : 

·I really concede that in the matter of actuaJiy carrying out 
acquisition(s) of property, the results have not been as 
good as we wanted or expecced. But that is not because 
of a lack of will (on our part).'." 

1.24 The Chairman, CBDT added : 

''I should concede that we are not happy.'' 

1.25 The Chairman, CBDT, further added : 
• 

" ...... The idea was to keep these sections as a deterrent. Even to 
serve that purpose we would require a little more action ...... " 

1.26 ln a note, furnished subsequently, the Ministry of Finance 
(Department of Revenue) have (February 1984) stated : 

t'The primary purpose of the provisions of Chapter XXA is to 
counteract tax evasion and also to check the circulation of 
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black money. As submitted earlier, the Competent Authority 
have to select cases for initiation of acquisition proceedings 
from out a very large number of transactiClns which come to 
their notic~. From out of the proceedings initiated. orders of 
acquisition arc passed in suitable cases. with a view to crt·ate an 
impact and also to punish the under·statemcnt of consideration 
in property transactions. 

The success or failure of these provisions should not be judged by 
the numb..:r of properties acquired. The main purpose of these 
provisions have been to maintain the deterrent and to keep 
mal·practices in the transactions of immovable propertY under 
control. With these provisions on the statute book the parties 
to the transaction have necessarily to reckon with them and 
therefore they cannot grossly under-stat~ the consideration of 
transfer. This results in further collection of Income-tax, 
Capital Gains Tax, Wealth Tax and Stamp Duty and at the 
same time ·.check the transactions in the immovable property 
from becoming an easy mode for keeping and transferring 
black money. 

In 1976, the Central Board of Direct T JXes directed the Directorate 
of Research, Statistics and Publications to undertake a study of 
the effectiveness of the provisions of Chapter XXA of the 
In~ome•tax Act 1961 relating to acquisition of immovable pro-
p>!rty to counteract tax evasion. The Direc:torate submitted its 
report in February 1979. On the analysis of the data colkcte~. 
the Directorate came to the Cl'nclusion that : 

(i) There was a definite trend in disc!osure of higher prices in 
resp:ct of main categories in which transactivns actually 
took place. 

(ii) By an 1 Iarg\ where ac~uisition proceedings h1d been 
initiated in a few cases, deeds of conveyance Clf immovable 
properties in the same localitY registcrc:.d after such initia-
tion. recorded an increase in the value of properties trans· 
ferred. From this it could be inferred that one of the 
factors responsible for the disclosure of higher considera-
tion is the deterrent effect of the likelihood of acquisiti('D 
proceedings. 
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(iii) A suty of the figures of collections by way of stamp duties 
and registration fees in transfers of immovable properties 
showed that the collections had increased even though the 
rates of levy had not increased apprectably and the number 
of documents reported had also not gone up. One of the 
factors responsible for this phenomenon seemed to be the 
deterrent potential behind the provisions of Chapter XXA. 

(iv) The statistics relating to references made to the Valuation 
Cell for the Northern Zone showed that the variation 
between the figures adopted by the Valuation Cell and the 
figures disclosed in the transfer. was about 35% in cases 
where"tbe references were made in connection with acquisi-

. tion proceedings. The variation in the valuations made 
under different provisions of other Direct Tax laws was 
much higher. This showed that the asscssees do not want 
to run the risk of inviting acquisition proceedings where 
as under the other references the danger of losing tb~ 
property is absent. 

(v) The comparative figures of all proceedings initiated and 
acquisition orders passed over a period 197 3-74 to 1976-77 
in selected centres showed that over the years. the number 
of cases inviting departmental action under Chapter XXA 
(arc on the decline. This would show that the provisions 
of Chapter XXA) have had, at least to some extent, the 
intended impact on transacti .. ms in immovable properties. 

In this context the impact of the new provisions of acquisition cover-
ing transactions in flats in multi-storey buildings etc. which 
became effective from 1st July, 1982 also needs mention. In 
Bombay it was more in 1982 than in 1972 that the provisions 
of acquhition were felt because most of the transactions in the 
immovable property in Bombay were carried through the 
medium of multi-storeyed builders and co-operative housing 
societies etc. without seeking the registration of transfer for 
a long period. When these provisions became effective from 
1st July, 1982 there was an upheaval in the property market of 
Bombay City. Not only that the quantum of undisclosed 
consideration, popularly known as payment in cash consider-
ably disappeared, there was also an appreciable fal1 in the 
overaU price of immovable property. Several leading ncwpapers 
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and periodicals such as "Times of India", "Indian Express"', 
"The 0Jily", "India Today", "Business India", "Investment 
Todaf' have published detaikd news items and articles 
acknowledging these facts. 

It would, therefore, appear that it is incorrect to say that these pro· 
visions have faikd in achieving th~ir objectives. ft may, at best, 
be said that i11 terms of passing actual orders of acquisHion the 
number has been smJ.ll. However, there have been a number 
of constraints which would account for the sr .. atl number of 
orders of acquisition passed which are as follows ; 

(i) The lACs (Acq.) have to Process a very large number of 
trans~ctions for identifying out of them the cases requiring 
initiation of acquisition proceedings. This part of tbe work 
which is fraught with stup:nd0us task of evaluating 
immovable property all over India witl::.in the prescribed 
time limit consume" considerable time and resources at the 
disposal of the Competent Authorities. 

(ii) The proceedings for acquisition are in their inhcrem 
nature very contentious. The parties te the transaction 
many times adopt dilatory tactics which have to be 
reckoned with in accordance with the requirements of the 
legal process. 

(iii) Under the provisions, the burden of proving the faW' 
market value and the prescribed difference between the 
fair market value and th.: apparent consideration is entirdy 
on the department. There are a number of methods of 
valuation and the selection of relevant method and com-
pilation of relevant data for its application raises a num~r 
of disputes and controversies ... · 

1.27 The span of the study for the purpose, was the period 1969 
to 1976 and the centres chosen for purposes of collecting the inform1t ion 
w..-re Bombay, Calcutta, Delhi. Madras, Karnataka 1 M. P .. A. P. ar.d 
Gujurat. In each of the centres the information was to be collc!:ted in 
respect of two areas, one urban and the other rural and semi-urban. The 
foll~wing extracts from tbe study would sh<'w that data compiled and 
processed was not truly representative and there existed several other 
factors influencing the prices declared or undeclared in real estate deals : 
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"(i) The increase or decrease of land prices in a particular Jocalitv 
to some extent depends upon Government policies also which 
change from time to time. The present policy in Delhi of 
the public authorities being given a virtual monopoly for 
dealing in new developed land has resulted in shrinkage of 
available land with private parties and this has naturally 
pushed up the price of such lands. 

(ii) The ceilings on urban and agricultural lands imposed or p•·o-
posed to be Imposed by Government and the speculation 
arising as a result of such ceiling policy have resulted in con-
siderable fluctuation of land prices. 

(iii) An important development is the concession given by the 
Finance (No. 2) Act, 1977 through the insertion of Section 
54E to the Income-tax Act, 1961. This provides for txemp-
tion from Income-tax in respect of capital gains arising from 
the transfer of any long term capital asset in a case where the 
full value of the consideration received as a result of the trans-
fer is invested or deposited by the transferor in specified assets, 
within a period of six months after the date of transfer. The 
concession would reduce the need for any reduced value of 
consideration being shown in the deed of transfer. 

"(iv) Too much reliance cannot b~ placed on the figures furnished by 
the field offices, which form the basis for the study. The con-
clusions to be drawn from the figures will therefore be affected 
to this extent. Besides, the study does not take into account 
various other factors such as land development, demand and 
supply position, exact location etc. 

The provisions of Chapter XXA are but one of the tools desig-
ned to reduce the evil of tax evasion by unaccounted money passing in 
property deals. They are also meant to play a policeman's role, viz, 
one of prevention of crime. The study bas broadly revealed the efficacy 
of the provisions of Chapter XXA in its deterrent role against suppres· 
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alon of sale price in transactions of immovable properties. Neverthe-
less in view of the margin between the declared value and the value 
adopted by the Valuation Cell in cases referred to it, it cannot be denied 
thilt the 'black money' role in real estate deals still exists, say to tho 
extent of 25 to 30%. But this is much less tllan what it was before 
and one of the reasons for the fall in the 'black money' can be said to 
be the deterrent role played by provisions of Chapter XXA." 

1.28. The Committee enquired if any further review of the nature 
had been conducted after Februl!ry, 1979. The Ministry of Finance 
(Department of Revenue) stated : 

"There has not been any formal review of the efficacy of the 
provisions of Chapter XXA after February, 1979." 

1.29 Investment in lmmm·able property is one of 1he comDIOD oat-
lets for concealfd wealth. To coun.ter evasion of tax resorted throlllh 
aader~statement of the value of immovable 'property in sale deeds and also 
to check the circulation of black money by empowering the Central 
Government to acquire immovable properties, inclcdi1;g agricultural lands, 
at prices whrch correspond to those rccord(d in sale deeds, Chapter XXA 
of the Income-tax Act, 1961 was introduced wich effect from 15.11.1971. 
These provisions were brought on the statute bo(ik on the recomme•-
tions contained in the interim report of the Direct Taxes Enquiry Com-
mittee, popularly known as Wanchoo Committee (1971)~ With a Yiew 
to removing certain practical difficulties e:xpnienc(d in the admiaistratioa 
of the provisions of this Chapter, its scope was extended by the Income-
tax Amendment Act 1981 with effect from 1.7.1982 to cover : (I) traas-
fen of Oats or premises owned through the medium of cooperative 
socleties and companies; (ii) agrr,ment of saJe fdlo\\ed by part perfor-
maace; aod (iii) long term leases. 

ne Cbokshl Committee in their interim nrort (DecEmber 1977) 
reeommended deletion of the existir.g prmi~icu rdafirg to acquisition of 
lmmoyabJe properties on the grcurd that tt.e prolisions have faDed to 
addete their intended purpose. The Public Accounts Committee .. ,. 
been Informed that the Chokshi Commitcce·s report 1\as not basn oa 
ad~aate data and related only to Bombay City. Tbe recommeadatioll 
was not· found acceptable by Government primarily for the followiaa 
...,.., nauael)' : • 
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(I) The eft'ectiveness of Chese ~rolisins is Jiot to be judg.:d merely 
by the number of properties acquired by the Department; ... 

{10 The sf11dy conducted by the Directorate of· Research, · Statfstfc8 
and PubUcations (1979) sbo1tcd that the PfOVisions have · sened 
·as a deterrent against the uncontrolled circulation of unaceoun· 
ted money In real estate transactions. 

The study condueted by tbe Directorate of Research, Statisti~ and 
Publications (1979) which was based on the data for the period 1969 to 
lt'N ean at best be, called as only partly representative in th~ the centres 
dlolen lbr collecting the information, within the framework o( set para-
meters, were only two areas, one urban and the other semi-urban, in 
BOJDbay, Calcutta, Delhi, Madras, Karnataka, M.P, A.P. and Gujarat. 
AIIIIO, the study dht not take into account various other factors influencing 
the priees of real estate such as Jand dnelorment, demand and supply 
position, exact locafion, e1c. Also, as the sttdy itself rightly 
polllted Mt, too much reliance cal!not te placrd on the figures furnish£d 
by tile tleld o•ces, which fotmed tt.e basis of study. 

1.30 In riew of the foregoing, the Committee find it difficult to 
agree wholly with the conclusions drawn in the above study that the 
provisions ''have served as a deterrent against the uncontrofted circul-
ation of unaccounted moaey in real estate transactions''. The Chairman, 
Celltra1 Board of Direct Taxes rightly conceded during evidence that 
"the Department was not happy". "Even to sene that purpose (of 
deterrent) we would require a little more action.'' In this connKtion, 
the Committee also note the frank admission of the Finance Minister at 
the dme of moving the 1981 Amendment Bill that ~.'in the matter of 
actuaDy carrying out acquisition of property, the results have not been 
as goo4 as we waated or expected". 

WhDe the Committee do not disagree with the argument advanced 
by the Ministry of Finance that the objecth>e of these provisions is not to ••ke GoYemment a bolder of immonble property or "land-lord" bat 
to ad as a deterrent against tax evasion and circulation of black money, 
they ·wa~~hl l.ite to point out 11lat one of the tests of etf.cacy of any 
Jep8tife measure is how efl'ectively it is administered. Seen from thit 
angle, the Committee find that as against over 77 lakb intimations of 
-.le *'-.-rer of .,roperties received from Registering antborities durinc 
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t'n ;nri1Jcll5.11.197.! to 31.3.1983 and 53.310 notices issued during the 
sallie period, the number of properties actually taken over by the Depart-
ment was merely 15. The Committee are firmly of the opinion that if 
the Department want to make the provisions of Chapter XXA truly 
deterrent, it is imperative that once acquisition proceedings are initiatecl 
they should be pursued to their logical conclusion. Indiscriminate initia-
tion of acquisition proceedings, their prolongation and ujtimate dropping 
even without assigning any reasons therefor, as bas been noticed in some 
important cases, hardly serves any purpose. On the other hand, with the 
passage of time, it is fraught with the possibility of its proting counter-
productive for, the deter or fear created in the public mind is apt to fade 
away once an impression gathers monentum, that the particular peees of 
legislation is merely to remain on paper. The Committee are of the 
opinion that unless the mandatoty provisions are properly and etl'eetively 
implemented, indiscriminate initiation and dropping of acquisition pro-
ceedings will only open doors for corruption and baraSSIBent. 
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INITIATION OF ACQUISITION PROCEEDINGS 

2.1 Th~ Committee desired to know the system designed to ensure 
that the Department does take cognizance of all "suitable" cases where 
these provisions are attracted- and how this SJStem was working in 
practice. The Ministry of Finance (Department of Revenue) have stated : 

"The provisions of Section 269P (1) of Income-tax Act, 1961, inter 
alia provide that no registering officer appointed under the 
Registration Act, 1908 shall register any document which pur-
ports to transfer any immovable property for an apparent con-
sideration exceeding Rs. 10,000/- belonging to any person unless 
a statement in duplicate in respect of such transfer, in the 
prescribed form, is furnished. Sub Section (2) of Section 269P 
also, inter alia provides that the registering officer shall at tne 
end of every fortnight forward to the competent author.ty one 
set of the statements received by him under sub-Section (1) 
during the fortnight. Rule 48G of Income Tax Rules, 1962 has 
accordingly prescribed a form known as form No. 370 which 
is required to be filled in and verified by the transferee in comp-
liance to the requirements of Section 269P (1), as stated abovo. 

On receipt of fortnightly returns of forms No.37G from the register-
ing officer, all instruments of transfer need to be scrutinised by 
the Competent Authority with the assistance of his staff. For 
the purpose of i~itiating proceedings of acquisition certain con-
ditions have to be satisfied. It is, therefore, necessary that the 
competent authority initiates proceedings for acquisition only in 
those cases where he has reason to believe that such condition• 
are satisfied. The provisions or Section 269L of Income Tax 
Act, 1961 also, inter alia provide that the competent authority 
may for the purpose of initrating proceedings for the acquisition 
require a Valuation Officer (Departmental Valuation Cell) to 

20 



determine the fair market value of such property and~report the 
same to him. In other words, the present system requires the 
competent authority to apply his mind to all cases of transfer 
received by him with a view to select from among them only 
those cases in which the conditions precedent for initiation of 
acquisition proceedings are satisfied. 

Income Tax (Amendment) Act, 1981 has introduced with effect from 
Jst July, 1982, Section 269AB which requires that every trans-
action whereby a person acquires any rights in or with respect 
to any building or part of a building which has been constructed 
or which is to be constructed (not being a transaction by way 
of sale, exchange or lease which is required. to be registered 
under the Registration Act, 1908) and every transaction involv-
mg the allowing of the possession of any immovable property to 
be taken or retained in part performance of a contract of the 
nature referred to in Section 53A of the Transfer of Propetry 
Act, 1882, shall be reduced to writing in the form of a statement 
by each of the parties to such transaction in the prescribed form 
and registered with the competent authority. Rule 4800 of 
Income-tax Rules, 1962 lays down the form and manner in 
which the statement is to be registered with the competent 
authority u/s 269AB. On receipt of these statements in form 
No. 37EE the competent authority is required to register them 
in accordance with the manner laid down under rule 4800. 
Thereafter, these statements are also to be scr11tinised in the 
same manner as forms No. 370 for the purpose of selecting 
cases for initiation of acquisition proceedings. 

Tbe number of transfers and transactions which have to be scrutinised 
by the competent authorities have been very large. For example 
during the period from 15th November, 1972 to 31st March, 
1976 over 43 lakh forms No. 370 were received by various lAC 
(Acquisition). Having regard to the very large number of cases 
the number of formalities prescribed for the purpose of initiating 
and carrying out of acquisition proceedihp and the number of 
upecta which require to be examined and considered and the 
constraints of available manpower and other resources, it 
can be said that the present system is by and large functioning 
properly to counter evasion of tax through under-statement of 
consideration in the instruments of transfer. It is submitted 
that the objective of these provisions under Income-tax Aot, 
1961 is not to make Government a holder of immovable prop-



_,rty b~ to act as a deterrent against tax evasion and the circu• 
lation of black _money. 

2-2 The following table shows in a nut-shell the particulars about 
acquisition of immovable properties since the insertion of 
Chaper XXA up to 31 March, 1983: 

(a) Total number of intimations in Form No. 
370 received form Registering authoirties 
form 15 N~vember, 1972 up to 31 March, 
1983. 

(b) Total number of notices issued. 

(c) Number of a~uisition proceedings 
dropped. 

(d) Properties wherein sale consideration was 
R.s. S lakhs or more. 

(e) Properties for which acquisition orders 
were passed pursuant to proceedings. 

(C): Properties actually taken over and their 
sale consideration. 

77,15,501 

53,310 

26,116 

1,094 

435 

15.None of 
these : prope-
rties bas been 
sold. 

~3 Numoo of Inspecting Assistant Commissioners (Acquisition) 
e.....,~ on acquisition work during each of the four years 1979-80 to 
198)-U il as uader. 

lf7';.t0 ....... 
ttM.g ..... 

No. of I. A. Cs. (Acquisition) 
engaged 

30 

29 
29 

29 
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2.4 Out of the above, two I.A. cs·(Acquisition) were only holdiaa 
additional charge of acquisition work. \ 

• , • j ' • • 

2.S In regard to the total strength of the Acquisition Ranges, , .. 
Member, CBDT stated: 

''There are 29 Assistanl Commissioners. Bach has aot two lnspecton, 
The number of lnspectors is 58. They have got oae U.D.c.; 
one L.D.C. and one Stenographer each Manpower study il 
being made now. Prc~er.tly tt.ere are 29 U.D.CI., 29 L.».Ca., 
and 29 Stenographers in all. •• 

2.6 In reply to a question whether it was possible to cope with 
the voluminous work with the existing staff suenatll, the 
Member, C.B.D.T. stated : 

·:we say it is diffiicult to cope with it." 

2.7 The Member. C.B.D.T. further stated : 

"I will explain the matter. Much of the time of the lACs tlaiN 
are 29 lACs doing acquisitions all over India and they law 
dealt with 85 lakhs of forms-is spent in sorting out the forms. 
These forms came in after the amendment of the Act came into 
force. So many intimations which under the law they had to 
examine with in a peried of nine months came and they had to 
decide'whether they should be proceeded with or not. So, with 
this inflow of work continuously coming in, they have to apply 
their mind, and take a decision before nine moths whether that 
case is a fit case for acquisition and get it published before Dine 
months. So, this continuous and heavy Joad of scrccnin& the 
forms was there. So, much of the energy is fritted away in 
sorting out the forms." 

,2.8 The Member further stated: 

"What I want to submit is a if the workiC'ad is too mudJ. tiJcre are 
two ways of dealing with it. If the inflow of work is due to 
registration being large, which is of the order of 85 lakhs of 
cases where the apparent consideration is Rs. 10,000 and more 
than there should be some fi~ring at that stase, either ..... 



' tively or administratively in order to see to it that the workload 
of the persons I coking into teese cases is manageable ... , .. " 

2.9 Asked whether the deliberations going on in the Ministry 
related to increasing the limit recorded as apparent llle 
consideration in the transfer deeds the Chairman, C.B.D.T 

-• stated : 

'tThis is the particular point on which we are deliberating. At leut 
to a particular limit. we are trying to go on the consideration 
shown on the deed."' 

2.10 The Chairman,.C.B.D.T. stated : 

"That is why the administrative instructions are issued, because we 
still have t~e power to look into those cases:• 

2.11 The Committee enquired whether the Departmem has sugacs-
ted to Government measures aimed at proper administration of the 
legislation ever since its enactment in 1972, the Chairman, -c. B. D. T. 
replied : 

"We have not yet suggested anything. We do not expect any 
substantial improvement in the number of properties to be 
acquried. It is not as if we want to acquire more and more 

· properties. The objective of Chapter XXA, as far cas we can 
see, is not to make the Government a landlod. It is also not 
·something like nationalisation of various mills, etc. Here, the 
idea was to keep these Sections as a deterrent. Even to serve 
that purpose we would require a little more action but the very 
important aspect, as you have rightly pointed out is that the 
proceedings s~ould be very quick so that the anxiety is not 
prolonged. 

2.12 The Chairman, C. B. D. T. added: 

"In the first four years 46,000 cases were received. Except 3,000 
cases, all were dropped within nine months. They were not 
initiated at aU. 
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2.13 He further added : 

" Out <'f 93 Jakh cs5es, \\e huve initiated proceedings only in about 
56,009 c'ses. ID otller cases the proceedings have not bccD 
initiated at all!' 

2.14 Asked if the stupendous task inivolved in sorting out 85 lath 
t orms with the exitinJ stafF strength had resulted in limiting the iasue of 
acquisition notices only to S6,000 cases, the Chairman, C. B. D. T. 
stated : • 

"Because w'-' had no time, we had to issue notices in cases where the 
market value may have been below that stated in the guide· 
lines" 

2.1 S The Chairman, C. B. D. T. supplemented : 

"The time factor is involved. You have to make optimum utilisation 
of man-power. That does not mean that I am dropping cases 
just like because we have no time. That we have no time is a 
point of fact. 

2.16 In reply to another question whether all the 85 lakb forms 
were thoroughly scrutinised, the Chairman, C. B. D. T. stated : 

"We have gone through almost all the cases." 

2.17 The Committee desired to have a detailed note on the proposals 
submitted by the Department to Government to overcome adminis-
trative and other difficulties. The Ministry of Finance (Departnent of 
Revenue) stated (February 1984) : 

"With a view to restricting the initiation of proceedings for acqui-
sition onJy to properties of comparatively larger value and there 
by reducing the workload of the lACs (Acquisition) the Board 
have issued secret guidelines on 20th August, 1973 (Annexure 
J,)* These instructions were further upward revised on 28th 
March 1981 (Annexure II.)* In view of the provisions of 
Section 269AB having come into etTect form lst July, 1982 the 
Board issued separate guidelines in repect of the intimations 
being received under Section 269AB on 10.10.1983; ..... 

During December, 1982, the Board convened a high level meetina of 
certain officers engaged in the administration of acquisition 

• Not reproduced 
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and valuation of the i rrn:ovc able rrcrertics. A nuJrber of 
proposals were made in this conference.~ 1bey are briefly eflu. . ; ~ . 

merated below: 

(i) The meeting su,ggestcd that the monetary limit under section 
269P and section 269C ar.d Section 269 F(t'} should be 
enhanced. 

(ii) The meeting suggested tl-at scrre monetary limit' corresp-
onding to Section 269P should be in~roduced for'the prove-
sions of Section 269 AB aJso telcw which the transactions 
may be exempted from compliance ofSection 269AB. 

(iii) The meeting suggested that residential property with plinth 
area up to 40 sq. metres. should te exempted from the 
operation of the provisions of Chapter XXA. 

(iv) The legal possibility of laying down instructions to the 
Competent authority for compulsory reference to the 
Valuation Cell in cases of apparent consideration exceeding 
Rs. 2 lakhs in smaller cities and Rs.3 Jakhs in metropolitan 
cities may be examined and if possible such.instructions is 
issued. 

{v) In view of the certain High Court decisior.s that the pre-
sumption under Section 269C (2) cannot be invoked by the 
Competent authority at the stage of initiation of acquisition 
proceedings, some suitable amendments be brought about 
to remove the difficulties. 

(vi) It was decided that an office Manual for the provisions of 
Chapter XXA be prepared so that the practices in respect 
of internal Office Procedure, forms and registers, processing 
of intimations of transactions etc. ·be standardised and 
applied on a uniform basis by all Competent Authorities. 
The existing Form No. 37 EE may be amended to 
incorporate columns for further details of one property in 
question. 

(vii) It was suggested Special Benches should be constituted by 
the Income-tax AppclJate Tribunar to hear the appeals per-
taining to the valuation of immovable property. It was 
felt that if Engineering Member is introduced to such 
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Valuation Benches, it could facilitate a better appreciation 
of the cases,.:,:•' 

Detailed instructions have now been issued to all the Competent 
authorities that they should record their reasons in detail not only in the 
orders directing acquisition of th;! prop:rty but also in cases where the 
proceedings once initiated are subs;!qu.!ntly dropp;!d. They have aiso 
been directed to consult the Valu1tio:1 Oli;us and discuses the matter 
with them b;:!fore rejecting or not acting upon the reports given by such 
Valuation Officers. 

The Directorate of Organisation and Management Services (Income 
tax) has been requested to conduct a study in respect of the requiremeRts 
of manpower for th~ porp~r implementation of the provisions of ac-
quisition. 

In order to equip the Competent Authority with better legal and 
practical knowledge for the performance of their specialised functions, 
National Academy of Direct Taxes have carried out training courses at 
Calcutta and Bombay for officers at present posted as Competent Auth-
ority and also some more Assistant C.J:n 11ission ~rs who might in times 
to come man these posts." 

2.18 Asked to indicate if considering the basic object of provisions 
relating to acquisition proceedings in the Act, it would be proper to 
amend the Act suitably so as to enhance the limit of Rs. 10,000 to be 
notified by the registering authorities on a more realistic basis 
particulary in view of large increase in th~ value of immovable properties 
in the last few years, the Ministry of Fin:.1nce (D.!plrtment of Revenue) 
repli~d in the affir.l'Jlative. 

2.19 . The Fin~nce Bill (No.ll), 1984 introduced in Lok Sabha on 
29.2.1984 after th! presentation of O.:m~ral B;idg~t for 1984-85 seeks to 
amend Section 269C 269F and 269P of the Income-tax Act, 1961 ~and 
the amendments will take effect from 1 June, 1984. Clauses 25, 26 and 
27 of the Bill read as under; ,. 

"25. In Section 269C of the Income-tax Act, in sub-section (1), 
for the wqrds . "twenty-five thousand rupees, the words "fifty 
thousand rupees" shall be substituted with effect from the 1st 
day of June, 1984. 
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~6. In Section 269F of the Income-tax Act in sub-section (6), 
. in clause (a) for the words "twenty-five thousand rupees", the 

words "fifty thousand rupees" shall be subsitituted with effect 
from the 1st day of June, 1984. ~·i,) 

21. In Section 269P of the Income-tax Act, in sub-section (1), in 
the proviso, for the words "ten thousand rupees", the words 
"twenty-five thousand rupees" shall be subsitituted with effect 
from the 1st Day of June, 1984." 

2.20 The Memorandum, explaining the proposed modification of 
the provisions contained in Sections 269C, 269F and 269P of the Act 
relating to acquisition of immovable properties reads as follows : 

crUnder the provisions contained in Chapter XXA of the Income-
tax Act, the Central Government is empowered, subject to the 
fulfilment of certain conditions, to acquire any immovable pro-
perty having a fair market value exceeding Rs. 25,000 in cases 
where the declared consideration for transfer of the property is 
less than the fair market value of the property on the date of 
transfer. 

With a view to eliminating unproductive work in bandlina a large 
number of relatively smaller cases, it is proposed to amend 
Section 269C contained in Chapter XXA of the Income-tax 
Act to raise the aforesaid monetary limit to Rs. 50,000. 

Section 269F of the Act Jays down the procedure for hearing of 
objections by the competent authority before an order of 
acquisition may be made by him. One of the conditions to 
be fulfilled before any such order is made is that the compe-
tent authority must be satisfied that the fair market value of 
the immovable property to which the pioceedinp relate 
exceeds Rs. 25,000. Consequential to the proposed amend-
ment of section 269C, it is proposed to amend section 269F 
of the Act to raise the aforesaid monetary lilnit to Rs. SO,OOO. 
Under Section 269 P of the Act, any penon presenting a 
document for transferring any immovable property for an 
apparent consideration exceeding Rs. IO,OOo:is required to furnish 
to the registering officer a statement in the prescribed froiD in 



duplicate in respect of such transfer. With a view to elimi-
nating unproductive work in handling a large number of rela-
tively smaller cases, the Bill seeks to amend 269P of the Act 
to raise the aforesaid monetary limit to Rs. 25,000. 

These amendments will take effect from 1st June, 1984." 

2.21 The Committee ftncl that the existing provisions of Section 
269P (1) of the Income-tax ~ct, 1961, inter alia provide that no rcgirter-
ing officer appolntetl under the Registration Act, 1908 shall register any 
document which purports to tran~rer any inn1ovable property for an appar-
ent consideration exceeding Rs. 10,000/- belonging to any person unless a 
statement In duplicate In respect of such transfer, in the prescribed form, 
Is furnished. Sob-section (2) of Section 269P also, inter alia provides 
that the reglsterlag officer shaD at the end of every fortnight forward to 
the competent authority one set of statements received by him under sub-
section (1) daring the fortnight. Rule 48G of the Income-tax Rules, 
1962 has accordingly prescribed a form known as Form No. 37G which 
Is required to be filled in and verified by the transferee. The Committee 
note that the total number of intimations in Form No. 37G received in all 
the 29 acquisition ranges from 15 November, 1972 up to 31 March, 1983 
was as high as 77.15 lakhs. These intimations •ad necessarily to be 
scrntinisecl within 9 months by the available staff comprising ooe Assistant 
Commissioner and two Inspectors In each Range. The Member of the Cen-
tral Board mrect Taxes Informed the Committee during evidence that "it 
is diftlcalt to cope with" this voluminous work of screening the forms. The 
Committee also note that the total number of notices issued was only 53, 
310 daring the relevant period. There wtiit two ways of reducing the work 
load through filtering of forms either legislatively or administratively. The 
Committee were informed during evidence (October, 1983) that 'deliber-
ations were going on to 5ee that the work load is manageable.' 

The Committee are glad to note that after they drew, in · evidence, the 
attention of the representatives of the Ministry to the need for eliminatiJII 
unproductive work in handling a Ia rge number of relatively smaUer cases. 
P.lunce Bill (No.ll), 1984 which seeks to amend with effect froml June, 
tt84-the Income-tax Act. 1961 by raislna the monetary limit toRs. 
25,000 In respect of lntlmatloas ln form No. 31G bas been introduced. 
The Committee hope that appropriate administrative measures with a 
Ylew to elimlnatlag aaproductive work wlll also be taken. The Committee 
-.cest that to overcome tbe dillcalty encoanterad in the scrutiny of a 
tery larp number of forms rec:eiYed from Registering aqthorities the 
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Board may examine the feasibility of adopting the rendom stratified 
sampling method, with a view to reduce the work-load of acquistion 0 meers 
and to eliminate avenues of all other extreneous considerations. 

2.22 . The Committee have been informed that the Directorate of 
Organisation and Managem~nt Services (Income-tax:) has beeo entrusted 
with the conduct of a study in respect of the · requirements of manpower 
for the proper implementation of the provisions of acquisition. Admittedly, 
the work of scrutiny of such a large number of forms within a specified 
period by a limited staff is a stupendous task and statutory requirements 
make the job of acquisition authorities exceedingly difficult. The heavy 
inflow of work and equally continuous work load of screening the forms 
and application of mind is apt to detract the competent authority from 
concentrating on more important · job of acquisition proceedings. The 
Committee suggest that the proposed manpower study should be carried 
out with utmost expedition and necessary action taken in the light thereof 
to ensure reasonable manpower for p~oper implementation of statutory 
requirements. 

2.23 The Committee find that out of 77.15 lak.h intimations, 
scrutinised dariug the period 15 November, 1972 to 31 March, 1983, 
acquisition notices were issued in 53,312 cases, under the provisions of 
Chapter XXA of the Act. The number of acquisition proceedings 
dropped was 26,116. The number of properties for which acquisition 
orders were passed pursuant to proceedings was 435. Properties actually 
taken over were 15. The ca~es finalised were a negligible proportion of 
those taken up. Judged by any y~dstick, the achievements are, in no 
way complimentary to the Deparb:ent. The conclusion is inescapable that 
the •epartmental effort bas so far fdiled to yield ~he desired results. 
Now, when the monetary limits in respect of intimations and fair market 
Yalue for initiation 'of acquired proceedings have· been raised, the Commi-
ttee expect the Department to show better results. 



CHAPTE~m 

(a) Jss.ue of Notices for Acquisition Proceedings. 

3'1 Section 269 D (I) of the lllcome-Tax Act, 1961 provides that 
the compete11t authority shaH initiate proceedings for the accquisition, 
under this Chapter, of any jmmovable property referred to in the Offi-
cial Gazette ; provided that no such proceedings shall be initiated in res-
pect of any immovable property after the expiration of a period of nine 
months from the end of the month· in which the instrument of transfer 
in respect of such perperty is registered under the Registration Act~ 1908 
...... Initially the period was six months, which was raised to nine months 
by the Income-tax (Amendment} Act, 1973 with retrospective effect from 
15-11-1972. Unless the above said provisions are properly complied 
with, proceedings cannot be initiated. 

For this purpose, the publication of a notification in the Gazette is 
complete only wllcn the Gazette containing tlc rublic&ti< n is available 
to the public [Section 2690 (I)].· In a case in which the registered sale 
deed was executed on 18-3-1974 and copy of Gazette dated 21.12.1974 
containing notice of acquisition was made avatlable to the public 
only on 16-1-1975, it was held that the date of publication fell beyond 
the period prcescribed and so the competent authority faikd to initiate 
the proceedings validly [Kishanlal V. Imrc<'tir,g A~~i~tant Ccrrrni~sicr.er 
(Acquisition Range) Lucknow and Others (142 I T R 312)-Allahabad.] 

3'2 In their circular (D.O.F. No. 316/82/78-WT) dated 25.4.1978, 
the Central Board of Direct Taxes instructed the Assistant Commi-
ssioners (Acqisition} that the notices should be sent to the Government 
Press for publishing the Gazette notification latest by the end of six 
months from the end of the month in which the instrument of transfer 
is registered. In their circular dated 21 May, 1981, the Board have 
issued instructions that the notices should reach the Press at least 6 to 8 
weeks in advance of the limitation date. 

3.3 In paragraph 3'92 of their 7th Report (6th Lok Sabha}, the 
Public Accounts Committee recommended that Government should take 
early action to bring forward an amendment to enable all cases which 
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had become time-barred being re-opened. The Ministry apprised tho 
Committee in December, 1978 ud in ~~ber, 1980 that the proposed 
amendment was under consideration. Final action is still pendins. 

3'4 A few instances were acquisition proceedings could not initi-
ated because of the department's inability to publish the notices in the 
oflicial Gazette within the prescribed time-limit of 9 months have been 
mentioned in audit paragraph 1.07 .. The Committee desired to know 

the number of cases in all the Charges during the period from 1979-80 
to 1982·83 where in proceedings could not be initiated on this account 
together with the sale consideration and fair market value involved 
therein. The Ministry of Finance (Department of Revenue) have stated 
that in 25 cases proceedings could not be initiated for that reason. 

The sale condsideration involved in these cases was Rs. 36'46 Jakhs, 
whereas the fair market value was Rs. 101'46 lakhs. 

3.5 Subscquenlty, when asked if the!'e 25 cases included the 4 cases 
mentioned by Audit, the Ministry of Finance (Department ofRevenue) 
have stated (February 1984) : 

"The 25 cases reported in the reply ......... pertain to the period 
1.4.1979 to 31.3.1983 and therefore, include 3 out of the 4 
cases mentioned in para 1.18.07. The case mentioned in 1.18.07 
(ii) has not been included as it pertains to an earlier period." 

3'6 Results of all the acquisition ranges during the period from 
1.4.1979 to 31.3.1983, as furnished by the Ministry of Finance (De-
partment of Revenue) are given below : 

(i) Number of cases in which 
proceedings for acquisition 
were pending as on 1.4.1979 

(ii) Number of cases in which 
proceedings for acquisition 
were initiated from 1.4.1979 
to 31.3.1983 

(iii) Number of cases in which 
proceedings of acquisition 
were made under Section 269 
F ( 6) during this period 

8,237 

29,732 

47 



·(jv) ··NuJDbcr of cases in which 
ftoeledtrrp were dropped duringt 
his period (percentage in 
brackets) 11,163 (38%) 

3.7 Number of cases where notices of acquistion were isaucd 
during the years 1979-80 to 1982-83 according to slabs of sale consi• 

-deration stated Jn registration documents is given below. The percent• 
aps are shown in brackets. 

Aount of 1979-80 I 980-81 1981-82 1982-83 Total 
sale consideration 

Not exceeding 
Rt. 50,000 

2713 
(49) 

Over Rs. 50,000 1494 
but not over Rs. 1 lakh. (27) 

Over Rs. 1 Jakh 1285 
but not over Rs. 5 lakhs. 

Over Rs. 5 lakhs. 102 

5594 

3435 
(50) 

1724 
(25) 

1565 

154 

6878 

3135 
(49) 

1478 
(23) 

1604 

210 

6427 

5484 
(51) 

2416 
(22) 

2625 

308 

10833 

14767 
(50) 

7112 
(24) 

7079 
(24) 

774 
(2) 

29732 
(100) 

3'8 During evidence, the Committee drl!w the attention of tho 
representatives of the Board to the figures according to which approxi· 
mately SO% of the cases where notices were issued during the period 
1979-80 to 1982-13 were in the slab not exceeding Rs. 50,000 the 
Chairman, CBDT stated :-

"We are thankful to the Committee for poi11ting this out and 
focussing our attention a little more on that are now 
deliberating on that." 

3.9 The Chairman, CBDT, further clarified : 

"Tb~ deliberation is to increase the limit." 



3'10 BrcE'k up cftlie totaiM1mbcr of notices issued during 1979-80 
to1982-83 as between urhn prcperties ar.d other properties (in respect of 
17 acquisition charges) as furnished by the Ministry of Finance Depart-

ment of Revenue) is as under :-

Amount of Sale 
Consideration 

79-80 80-81 
~-------·--------------· 

A B A B 
* •• 

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

81-82 82-83 -----. 
A B . A B 

--------
(i) Not exceedi.ng 1535 777 1892 1004 1687 959 2739 2101 

Rs. 50,000 

(ii) Over Rs. ~o,oco 826 358 1229 217 779 308 1340 548 
but not over 
Rs. I lakh 

(iii) Over Rs. 5 lakh. 895 277 1115 273 1101 200 1472 637· 
but not over 
Rs. 5 lakhs. 

(iv) Over Rs. 5 lakhs 78 17 110 22 158 36 197 64 

. 3.11 The position in regard to 4 charges viz. 

Gujarat, As~am, Kcrala ar.d We~.t Bengal is as follows :-

·Urban Properties Gujarat Assam Kerala West Bengal 
Charge Charge Charge Charge 

2 3 4 5 
·----~----· -----

1979-80 252 15 99 160 

1980-81 393 2 83 240 

1981-82 584 8 65 199 

1982-83 734 5 51 325 ----- ___________ __, ___ 
-··----- -···- -·--·------------------

• A Indicates Number of Urban Properties. 

**B Indicates Number of Other properties. 



--------~----------~~------~--------~------~------1 2 3 4 5 
Other Properties 

1978-80 

1980-81 

1981-82 

1982-83 

84 

100 

180 

445 

18 

01 

13 

11 

07 

09 

190 

186 

156 

166 

3.12 The proviso to Section 2690 (1) stipulates that no acquistion 
proceedings shall be initiated in respect of any immovable property after 
the expiration of a period of nine mDnths from the end of month in 
-which the instrument of transfer in respect of such property 
is registered under the Registration Act, 1908. For this purpose, 
the publication of a notification in the Gazette is complete only 
when the . Gazette containing the notification is available to the public. 
In their circular dated 21 May, 1981, the Central Board of Direct Taxes 
bad issued instructions that the notices should reach the Press at least 
6 to 8 weeks In advance of the limitation date. The Committee, however, 
find that during the period from 1979-80 to 1982-83, in 25 cases 
acquisition proceedings could not be initatied owing to delay in notifica-
tion. The sale consideration involved in these cases was Rs. 36.46 
lakhs, whereas the lair market value was Rs. 101. 46 lakbs. In one case 
reported in the Audit Paragraph, the fair market value determined by the 
Departmental Valuation Officer was R s. 3,90,000 against the declaration 
of Rs. 45,000 which only highlights tbe extent of under-statement. In 
this context, it is significant to note that initially the period was six 
months which was raised to nine months by tbe Income-tax (Amendment) 
Act, 1973 with retrospective effect from 15.11.1972. That cases of 
failure to initiate proceedings within the prescribed limit continue to 
occur only shows the need for more care. In paragraph 3.92 of their 
7th Report (Sixth Lok Sabha), the Public Accounts Committee (1977-78) 
_ bad recommended that Government should take early action to bring 
forward an amendment to enable aU cases which had become time-barred 
being revalidated and re-opened. The Ministry of Finance bad apprised 
the Committee In December. 1978 and again in December, 1980 that the 
proposed amendent was under consideration of Government. Although a 
period of over three years bas since elapsed, the matter is still pending. 
The Coaamittee would like Government to bring forward the proposed 
"leaislatlon without further dealy. 



. (i) Dropping of Acvuisilion Proceedtngs 

3.13 A test check conducted by Audit in a few acquisition ranges 
indi~-.:1 that in Bihar, out of 234 acquistion notices issued, U were 
withdrawn for the reason that :-

(i) the order sheets of the case files were not signed by the com· 
petent authority and the proceedings had become void ab Initio, 
or 

(ii) the acquisition proceedings had been initiated before obtaining 
valuation report~ from the Valuation Officers. 

3.\4 Asked to give dctail~d reasons for droppiag the c:uos after •aa notices, the Ministry of Finance (Department of ReVIIlue) have 
t$aled :-

"In Bihar charge in the 55 cases mentioned ~ acquis"iQn pr~ 
dings were initiated for a variety of ._$OJ\$. ~a .• prii'IKl /acle 
there was a case for initiation; parties to t.lte ~p~ctiQn "~ 
not comply with the preliminary enquiry no.ticcs cit~ef fully 
or partly; the prescribed particulars \YefC nQt completely or 
accurately given in forms No. 370 etc. Q.pw~ver, ~c:r initia· 
tion of the proceeding the matters were examined in greater 
length and depth. The parties to the proceedings ~o ~e 
forward with necessary details which th~y had failed to furnish 
prior t_o the initiation of the proceedings. In a number of 
cases on consulting the Departmental Valuation Cell, the 
differen~ between the fair market value and the apparent 
consideration did not remain as large as it apPeared to be 
while initiating the proceedings for acquisition. In certian 
cases the nature and the special features of the case also 
warranted dropping of the proceedinss. ~D t~e context of the 
remarks that proceedings were droppe4 i' sp~.~ ~ .. ~~y 
bad been initiated before obtaining valuatiqn ryorts, it may be 
stated that it is neither incumbent in law n.o~ practicable in 
view of the heavy workload with the co~pef.F~t •uthority to 
obtain valuation reports in all the ~~ bcfor:e initiatiq the 
proceedings.'' 

tlS In evidence, the Committee dqi~ to gow w~~. • 
tta.lcd in the Audit paragraph, it was a faqt. &,Nt S~ ~ .... 
with drawn in Bihar because the OJdct ._, of ~ Q.111: 



fiies were not signed by the competent authority. The Member, 
CBDT, stated : 

"Tb.e CQ~n:liuion~r of Income-Tax, Bihar was asked to look into 
Ule ~tter. On the basis of the verification, he has stated that 
the objection 00. not appear to be correct •......... " 

3.16 As regards initiation of acquisition proceedings before obtai-
ning valuation reports from Valuation Officer, he stated : 

''Cbapter 'xxA does not necessarily require a valuation report from 
tJ:le Valuation Officer before the initiation ot the proceedings." 

3.17 In reply to ·a question, he stated : 

"We have not aceepted the position about the .Bihar cases as 
mentioned in the Audit paragraph. Only 56 cases of M.P. 
were dropped for not according reasons. '• 

3.18 The Committee enquired whether it was possible that the 
~p"tures were not there initially but were affixed subsequently. The 
Chairma~, CBDT, stated : 

"If you ask is it possible, I would say it is possible." 

3.19 In paragraph 1.05 (ii) and (iii), it has further been observed 
by Audit that : 

"In Maharashtra, in 41 cases, acquisition proceedings were dropped 
as the difference between the apparent consideration and the 
fair market value did not exceed 15 per cent or e~ceeded it 
only marginally. 

In Madhya Pradesh, in 56 cases, acquisition proceediDp 
were dropped as reasons for initiating the proceedings were 
~ on t~d. In I such cases tho fair market value 
were substantially in excess of the apparent consideration 
(R'-. 25.60 lakhs as apinst Rs. 8.84 lakhs)." 

3.20 The Ministry of Finance (Department of Revenue) have ex-
plained the reasons as under : 

•·aeaardiog Mabaraalura charge it has been observed in paragraph 
l.OS (ii) tNt acquisition proceedings were dropped as the 
difference between the appareat consideration and the fair 
market value did not exceed 1 S% or exceeded it only marafn· 
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ally. lt would be pertinent to state here that a valid order of 
acquisition cannot be passed on the basis alone that the fair 
market value exceeds the apparent consideration by more than 
I 5% of such apparent consideration. There are other essen-
tial requirements also, i.e., fair market vall' e of the property 
must exceed Rs. 25,000/- and that the consideration for trans-
fer as agreed to between the parties has not been truly stated 
in the instrument of transfer with such object as is referred to 
in clause (a) or clause (b) of sub-section (1) of sec. 269C. 
It is on account of these various considerations· that the. 
acquisition proceedings were by and large dropped in the cases 
of Maharashtra charge pointed out by the Audit. It may also 
be stated that as stated by lAC Acquisition Nagpur proceed-
ings were initiated in a number of cases on account of the fact 
that due to the constraints of time limit for initiation of acqui-
sition proceedings the matter of valuation of the fair market 
value could be referred to the Valuation Cell only after initia-
tion of the proceedings. The subsequent valuation reports 
showed that such cases were not fit for an order of acquisition 
u/s 269 F (6). 

Regarding 56 cases of Madhya l>radesh it is correct that 
acquistion proceedings were dropped as reasons for initiating 
the proceedings were aot on record.'' 

3.2l Proviso to Section 269C requirs that before initiating 
acquisition proceedings, the competent authority shall record reasons for 
doing so. The Committee desired to know why the aforesaid statutory 
requirement was not complied with in 56 cases of Madhya Pradesh. 

The Chairman, CBDT conceded that "it is neglect of duty." 

3.22 Asked if disciplinary action was taken agninst tbe defaultor, 
the Chairman, CBOT stated : 

"The gentleman has retired ...... The period is relevant. If it is 
within two years of retirement, we can ask for his explanation 
and if that is not found satisfactory, we can take action against 
him under the Conduct Rules.'' 



3.23 In a note furnished subsequently, the Ministry of finpnce 
(Department of Revenue) stated ;, 

"In all these 56 cases, the prccccdings for acquisition were 
initiated by Shri •..•.. who was compulsorily retired on l3rd 

December, 1975 ai!d latte.r on reinstate on 18th October~ 
1978 as Appellate Assistant Commissioner, Indore. He retired 
from service on 28th Febuary, 1979 prior to the detection of 
these cases. In these circumstances, no departmental action 
has been initiated against Shri. ..•.. nor the same is contempla· 
ted." 

3.24 The Committee enquired if the Board had undertaken a review 
to find out if such cases had occurred in other charges, the Member, 
CBDT replied in the negative and stated : 

nBut we have taken some remedial measures.'' 

3.25 He added : 

''We have row ismcd a circular in April (May), 1983 wherein we 
have drawn their attention to the legal requirements according 

to which reasons must be recorded." 

3.26 In a note furnished subsequently (Fet.J uary, 1984), the 
Ministry of Finance (Department of Revenue) have stated : 

"On discovery of these cases the Board issued instructions, (4"5. 
l 983) a copy of which is enclosed, to all Commissioners of 
Income-tax (Acquisition) Jurisdiction (Annexure).* As per 
paragraph 3 of these instructions the attention of the Compe-
tent Authorities was brought to the mandatory provisions of 
the Act regardmg recording of reasons in writing and they 
were directed to invariably record reasons in writing before 
initiating proceedings for acquisition. 

These instructions also directed the Competent Authorities to 
undertake an immediate review of all the proceedings for 
acquisition initiated from 1.4·1981 onwards to locate the 
instances wherein the procedings were initiated without recor· 
ding of the reasons for initiation in writing. 1he re5oul1s of 
this review have not yet been compiled." 

------·------·--·-· . _______________________ , ______ _ 
•Not reproduced. 
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3.:27 Asked if these facts necessitated streamlining of the tunctioni"' 

or the Department, the Member, CBOT~stated : 

"We have not doric tbat. But we have taken action. We have 
liven due weight to 'it. We have prepared an olice manual 
and we haw fsmed bittructions also," 

,.18 The total number of notices issued upto ~1.3.1983 was 
53310, GUt of which 26,116 notices had been dropped. In evidence the 
Committee desired to know the reasons for withdrawal of nearly SO% of 
the 11otices. The Member, CBDT replied : 

"Mainly because of certain rebuttable presumptions given in the 
Section itself. There are cases where assessee proves that ·· 
transferer had no motivation of avoiding Income-Tax; the 
transferee had no object of concealing income or wealth. We 
stop proceedings in these cases. Legal implications are there, 
To what extent can acquisition of property by the State 
encroach upon the principle ·of private property transactions ? 
Now because capital gains taxation is not there, automatically, 
defence is taken saying this Section is not attracted. That is 
in spite of the fact that market nlue is much higher ttwl 
apparent consideration. Apart from legal considerations 
those cases which are dropped fall in the 1 5 to 25 per cent 
zone. If there is difference in valuation of 25 %, the legal 
presumption is that fair market value is under-stated. But if 
the difference is less than 25% we can't proceed without 
getting a lot of evidence. Different valuers give different 
valuations; the courts have even said, that whatever is in 
favour of assessee has to be taken. We witt give the figures, 
as to how many cases fatt in eaeh category." 

3.29 He added : 

•·we are· bogged by many court deeisions. Assessee gives one 
valuation. we have our own inspectors.· There is advisory 
jurisdiction of AVOs and DVOs. And when we have gone to 
the tribunal, we have not been successful. There are different 
methods of valuation. Land and building method is there: 
income valuation method is there; differeJat computatiotll are 
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there on the same set of facts different people make different 
valuations. There are also transactions having been entered 
into several years earlier but registered much later when a 
cooperative society comes into existence. Naturally the PAC 
was annoyed that legislative amendments were not brought 
in earlier." 

3.30 Subsequently, on being asked to indicate if the Department 
had analysed reasons for dropping nearly 50% of the acquisition 
proceedings the Ministry of Finance (Department of Revenue) have m 
a note furnished in February, 1984 stated : 

"At the outset, it may be stated that if looked from the stand point 
of the total number of proceedings initiated it may appear 
that the acquisition proceedings are being dropped in a large 
number of cases. But if the total number of transactions 
processed by the Competent Authority prior to initiation o.r.· 
proceedings for acquisition are taken into account it would 
appear that the number of cases in which proceedings are 
subsequently dropped constitute only a fraction. Thus, in spite 
of the efforts of the Competent Authorty to avoid infructuous 
initiation of acquisition proceedings, it is not always feasibie to 
arrive at a correct conclusion during the course of preliminary 
enquiries. 

According to the provisions ofthe Act, proceedings for acquisi-
tion have to be initiated within a period of 9 months from the 
end of the month in which the instrument of transfer is 
registered under the Registration Act, 1908. Out of th1s 
period of 9 months some time is taken by the Registering 
Officers for sending mt1mations of registration to the 
Competent Authority. Though these intimations are 
required to be sent on a fortnightly basis, in actual practice 
longer time. is. taken. These intimations are received in a 
very large number of cases in respect or properqes situated·. 
at various places and in many cases far away from the· 
headquarters of the Competent Authority. Against this 
backdrop the Competent Authority has to arrive at the decision 
whether to initiate or not the proceedings of acquisition in 
resepect of all these intimations. Apparently the examination 
of the facts carried out at tbc stage· of initiation of acquisition 
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proceedings has its limitations. But, once the proceedingS 
are initiated the facts of the case come to be discussed in 
greater deapth particularly in the light of the · objections filed 
by the transferer, transferee and other interested persons, 
As a result in many cases the Competent Authority later on 
comes to the conclusion that the conditions precedent for the 
order of acquisition were not evident. 

Furthermore, there are numerous practical difficulties in 
carrying out a comprehensive appreciation of facts at the 
stage of initiation of proceeding itself. Form No. 370 fur-
nished by the transferer/transferee before the Registering 
authority contain only the bare details of the location, area 
and the apparent consideration. Therefore certain preliminary 
enquiries are carried out. Many times complete information/ 
documentary evidence is not made available by the transferor/ 
transferee during the course of these preliminary enquiries. 
In cases where prompt or proper co-operation is not extended 
by the parties the Competent Authority cannot wait indefi-
nitely owing to the prescribed limitation of time. In some 
such cases the features of the property and the special reasons 
for a lower price being agreed upon do not come to light. The 
initial estimate is generally made on the basis of available 
sale instances but many times the properties though situated 
in the same area cannot be valued identically on account of 
certain locational disadvantages. Some times later on it is 
discovered that the title of the property was in dispute or the 
initial agreement was entered into on a much earlier date or 
the property was having too many tenants or there was some 
special relationship between the transferer and the transferee 
or the sale was a distress sale. In some cases the report of 
the Valuation Cell is received later. All these factors put 
together account for subsequent dropping of the proceedings." 

3.31 The Public Accounts Committee (1977-78) had in paraaraph 
3.91 of their 7th Report (6th Lok Sabha) inter alia recommended that 
••m issuing notices of acquisition of immovable property, due caution 
ahould be exercised so that as far as possible only genuine cases of 
aDder-statement of value are proceeded asainst." In their action taken 
aote dated 20 December, 1978 the Committee were informed by the 
Ministry of Finance th2lt instructions had been issued to the Commissio-
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ners of Income-tax (lncharge Acquisition Ranges) to ensure that In 
issuing nodcos or acquisition of immovable properties due caution .. 
exercised. 

3.32 Acquisition proceedings under the provisions of Chapter XXA 
of the Act can be initated where an Immovable property of fair DW'ket 
value exceeding Rs. 25,000 is transferred for an apparent consideration, 
which is Jess thaa the fair market valne by more tban 15 per cent of the 
apparent monetary consideration. Indiscriminate selection of cases for 
laltlatlng acquisition proceedings not only causes infructuous work Ia tile 
Department but also results in unnecessary harassment to both tlae 
transferer/transferee of property. It is, therefore, important that ca .. 
for Initiating acquisition proceedings are selected with utmost eare. 
The fact that out of 53,310 cases in which acquistion proceedlnp were 
Initiated upto 31.3.1983, as many as 26,116 cases bad to be droppet 
hldlcates tbat the care had not been taken In selecting cases for lnltlatJDa 
a c:qulsltion proceedings. The Committee would like to reiterate daeJr 
earlier recommendation contained In paragraph 3.91 of their 7th Report 
(Sixth Lok Sabha) that In issuing notices of acquisition of immovable 
property, due caution should be exercised so that as far as possible oDIJ 
genuine cases of under-statement of value are proceeded agains. nJs 
step would also make the job of the acquisition officers more manale-
able. The .. Committee cannot help feeling that so many notices would 
not bave been issued bad the lower formations followed tbe eire alar 
instructions issued by the Board scrupulously. 

3.33 One common reason for subsequent dropping of ac.qaisidoa 
proceedings given by the Ministry of :Finance is that, accordiag to tbe 
provisions of the Act, proceedings for acquisition have to be inUted witbla a 
period of nine months from the end of the month iu which iostrumeat of 
transfer is registered. Although intimation of Reglstratloa 
are required to be sent by the Registering Officers on a 
fortnightly basis, in actual practice longer time is ~kea. 

In order that the acquisition proceedings do not become timebarred, 
sometimes the competent authorities initiate acquisition proceedlnp 
even when they are not in possession of fuJI facts establishiag tllat 
conditions precedent for the order of acquisition exist. It has beea 
mentioned in this connection that reports of the Departmental Valaatioll 
Cell are, In quite a number of cases, not rccciv('d by the time the acqalsl-
tion proceedings are initiated. It is only after the reports of the Depart-
mental Valuation Cell are received that the difference betweeu the fair 
market value and tbe apparent consideration is found in some cases to .. 



aot as large as it appearecl to be in the first i nstaoce. Tho~, the main 
reason for dropping the acquisition proceedings in 41 cases in Mabara-
'sbtra, referred to in the Audit paragraph, was that the difference between 
the apparent consideration and the fair market value did not exceed IS 
per ceat or it exceeded only mal'ginally. This has also been stated as one 
of the main reasons for dropping 55 cases in Bihar. Another reason given 
by the MiBistry is that Form 37G furnished by the transferor/transferee 
be.forc the registering authority contains only bare details of location, 
.area and the apparent consideration, It is only after acquisition procee-
.diags are initated that full Jacts come to light. The Committee feel that 
in th~ light of its cxperii!uce gained so far, the Department should do 
some liard thinkir.g and find a solution to the above problems.· In parti-
cular, the Department may examine in what .way the existing Form 37G 
.needs to be revised so as to be more purposive . 

. 3.34 ·Proviso to Section 269C of the Act requires that before initiating acq-
uisition proceedings, the competent llUthority shall record reasons for doing 
so. The Committee, however, regret to observe that in Madhya Pradesh, 
aU the 56 cases referred to in the Audit paragraph had to be dropped as 
reasons for initiatiog the acquisition proceedings bad not been reeorded. 
Tile Conunittee fi.nd that in eight such dropped cases the fair market 
values were substantially in execs." of the apparent consideration, i.e. Rs. 
25.60 lakhs as against Rs. 8.84 lakhs. The Committee take a serious 
view of this lapse. As fo the rcmedi&l measures, the Committee have 
been informed that on discovery of these cases the Board issued instruc-
tions in May 1983 dra" ing attention of the competent authorities to the 
mandatory provisions of the Act regarding recording of reasons in writing, 
with direction to invariably record reasons in writing before initiating 
proceedings for acquisition. The Committee trust that the Board will 
see to it that the instrucficns ;~·seed by them in this regard are strictly 
comfllied with by the competent authorities. The Committee observe that 
the Central Board of Direct Taxes have also ordered an immediate review 
of all the proceedings for acquisition initiated from 1.4.! 981 onwards to 
locate the instances wherein the proceedings were initiated 'fl·ithout recor-
ding of rt-a"ons in writing, They hnve b~en informed that the results of 
this review have not Y<'f been compiled. While the Committee hope that 
necessary corrective action would be taken in the light of the results of 
the aforesaid review they ne<'d hardly emphasise the imperative 
need for strict compliance wilh the aforesaid mandatory provisions as 

their non-complilncc results in only nullifying the nbolc w·ork already 
done by the Department, necN~ssitating re-initiation of such proceedings 
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. wNcb may sometimes- lteeoaae ba"etl·lly lbnltaton. The Committee would 
like to be iafqrmed of the results of the review and the foUow·op action 
.t~ by the Board pur1uant thereto. 

3.35 The Committ~e are infor'lled that the incumbent holdlug the 
charge of lAC, Acquisition. Ma,lhya Pradesh. due to whose failure 
to comply with the provisions of the proviso to Section 269C 
all1he 56 cases, J!!Cntionf~ in the Audit paragraph, had to be 
dropped was compulsorily retired on 23 December, 1974 and later on 
reinstated on 18 October, 1978 as Appellate Assistant Commis!lioner, 
Indore. He retired from service on 28 February, 19?5 prior to the det'e-
tion of these cases. In these circumstancu, the Ministry have stated 
that no departmental action has been initia1cd against him, nor is the 
same now contemplated. The Committee wish to make it clear that they 
consider the failure to c«'mply with the mandatory provisions of Proviso 
to Section 269 C as a serious lapse. The present case only underscores 
the need for quick disciplinary action when such lapses come to light. 

(c) Pmdency of Acquisition Proceedings 

3.36 The Public Accounts Committee ( 1977-78) tad stressed the 
need for identification of the stages at which delays genera1ly occur-
red in disposal of acquisition proceedings with a view of streamline 
them. In para~raph 3'90 of their 7th Report (Sixth Lok Sabha), the 
Committee had recommended: 

"The Committee find that upto 31st January, 1978 acquisition 
notices were issued in as many as 18,970 cases. under the pro-
visions of Chapter XX-A of the Income-tax Act. Proceedings 
were dropped in 10,161 cases. Acquisition orders were made 
in 3 I 5 cases covering 288 properties, whose total consideration 
as stated in the instruments of transfer, was Rs. 3.70 crores 
against the fair market value of Rs. 6.64 crores. The Commi-
ttee have been informed that by 31st January, 1977, acquisition 
orders had been made in 260 cases. Acquisition orders had 
become final in 15 cases and in 4 cases the properties have 
vested in Government. Explaining the reasons for delay in 
confirmation of a large number of acquisition orders. the 
Department have stated that acquisition order is a quasi-judicial 



order and entails time-consuming processes, of giving adequate 
hearings to the parties. More often than not, these hearinp· 
raise contentious issues both of law and l'act. As these orders 
could be appealed against, they could be taken as confirmed 
only when no further appeal was pending. If these processes 
are said have time the Committee fail to understand 
why the Ministry did not re-examine them with a view to 
indentify the stages at which delays generally occurred 
and revamped the procedure with a view to streamline them. 
The Committee hope that Ministry would look into this 
matter." 

3.37 Jn their action taken note furnished in January, 1979, the 
Ministry of Finance (Department of Revenue) had stated : 

"The processes and procedures involved in the completion of 
acquisition proceedings are both legal and administrative 
ones. 

As to the legal processes the same have been incorporated 
in the relevant sections of Chapter XX-A of the Income-tax 
Act, 1961, after due consideration. It seems that because of 
the very nature of the provisions of Chapter XX-A, short-cut 
procedures cannot be adopted in the interest of justice and 
fair play. fn this connection it is worth noting that probably 
keeping in view the special features for these provisions, it was 
not considered desirable to provide fo a limitation for 
completion of these proceedings at the time the Taxation Laws 

(Amendment) Bill, 1972 which brought Chapter XX-A on the 
Statute Book was considered by Parliament. 

As to the administrative processes involved in the comp-
letion of the acquisition proceedings, it may be mentioned that 
a part from the fact that the Board have been issuing instru-
ctions from time to time for their expeditious disposal, the 
Board asked the Director of Inspection (R & S) to carry out a 
study with a view to indentifying causes for slow progress of 
disposal of proceedings under Chapter XX-A of the Income-
tax Act, 1961 so that remedial measures could be taken expe-
dite the same. On receipt of the report of the Director of 
Inspection (R & S), the Board has issued instructions vide 
letter F. No. 316/48/77-WT, dated 13.2.1978 (Annexure)• to 

• Not reProduced 



Commissioners of Income-tax incharge of acquisition Ranges 
with a view to ensure that acquisition proceedings are expedited." 

3.38 The pendency of acquisition proceedings which was 8,492 
cases as on 31 January, 1978 and 8,237 cases as on 1 April, 1979, has 
increased to 26159 cases as on 31.3.1983. The Committee enquired 
whether the Department favoured the idea to free the assessees of the 
suspense and undue harassment caused by prolongation of the procee-
dings, the Chairman, CBDI stated : 

• 
"we are also very unhappy about it, Sir." 

3.39 The Committee desired to know whether Department had 
drawn up any actioa plan to liquidate the heavy pendency of 26759 
acquisition cases as at the end of 31 March, 1983. The Ministry of 
Finance (Department of Expenditure) have stated : 

"The Department is aware of accumulation of pendency of 
acquisition proceedings during last few years. The Depart-
ment is considering about introducing an action Plan for 
partly liquidating these proceedings during the year com-
mencing on lst April1984. The Directorate of Organisation 
and Management Services (Income-tax) have also undertaken 
a manpower requirement study for the purposes of provisions 
of acquisition of immovable property under the Income-tax 
Act." 

3.40 The Income-tax Act, 1961 does not provide any time limit 
for finalisation of the acquisition proceedings. In this context, the 
Chairman, CBDT elaborated durina evidence : 

"There is no time limit firstly for finalisation of the acquisition 
order, and secondly, I would add, even after finalisation of 
the acquisition order, there is no time limit for the actual 
acquistion of the property." 

3.41 In part 109 the audit has reported six specific cases where 
acquisition proceedings were not pursued by the Department for about 
4 years since the issue of notices of acquisition prior to 1 April, 1979. 
The apparent conaideration, date of instrument of transfer, the date 
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ot·last proceedings and the date of resumption there of are tabulated 
here under: 

Case Date of Apparent Fair Date of Date of 

No. instrument consideration Market Last resumption 
transfer Rs. Value proceeding of pracet? 

(in lakhs) Rs. (in ding 
Jakhs) 

a) 1.8.1975 20.25 45.00 13.3.1979 28.6.1983 

b) 10.8.1976 35.84 60.70 17.4.1978 28.6.1983 

c) 18.4.1977 88.35 282.54 23.3.1979 14.2.1983' 

d) 17.3.1977 22.08 66.87 3.7.1979 15.2.1983 

e) 5.10.1976 24.00 48.22 12.2.1979 14.2.1983 

f) 1.11.1976 80.51 145.51 3.3.1979 14.2.1983 

3.42 Asked to give reasons why the acquisition proceedings came 
to an abrupt end in 1978-79, the Member, CBDT stated :-

"Sir, before the amendment there was one basic difficulty about 
the situation in Bombay. It was like this. In the cases of 
Cooperative Housing Society constructing a building and 
registration of the same there were three or four stages. First 
they acquire land and demolish the existing building. Then 
they advertise in the newspapers and th~n the intending 
buyers will come up and enter into individual contracts. 
After all the contracts have been arrived at the builder will 
start constructing the building and go for registration under 
Cooperative Societies Act.· Then only the SoCiety seeks 
registration of the land transaction. Before the amendment 

· there was a considerable hiatus between 1he acfual transaction 
and the date of registration. Since we follow tl1e date of 
registration we got one set of values and if we followed dcne 
of actual transaction we got a different figure. 
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There was a reQOmmendation of the PAC for amendment of thia · 
law." 

3.43 The Members, CBDT further stated : 

"It was at the instance of the PAC. Originally, it was the Wanchoo 
.Committee's proposal." 

·3.44 The Committee enquired if the Department had ascertained 
i-~asonsfor the failure to pursue acquisition proceedings in these cases 
for about 4 years till this fact was pointed out by Audit. The Member, 
CBIYf, replied :-

"Sir, I must first admit that it restarted on our having received this 
draft para. But I would like to p9int out that even now we arc 
facing the same difficulty in our proceedings even though they 
are revived now." 

• 3.45 Supplementing the above statement, the Chairman, CBDT, 
stated : 

"In these cases the land itself had p<~sscd hands much earlier." 

3.46 In the above context, the Ministry of Finance (Department 
of Revenue) have stated in a note (March 1984) : 

"Out of these six cases in the cnse mentiot1ed in paragraph 1.09 
(a) the lAC (Acq) made a reference to the Commissioner of 
Income-tax on 2nd August, 1978 seeking .instructions whether 
it will be proper to dispute the sale price since the sale had 
been approved by the High Court and whether the proceedings 
for acquisition should be continued even when some other 
parts of the plot had not been registered although sold by a 
common conveyance deed. After consideration of the matter, 
the Commissioner of Income-tax replied on 19th August, 1978 
that the proceedings should be kept pending till such ti.me 
other parts of the plot were registered. Thus in this case no 
further action was taken for some time on account of a specific 
reason. However, no such specific reasons have been 
mentioned in the records of the remaining cases for not pur-
suing action for over 4 years. 

However, it would appear that all these ca~cs. in their ntareu 
invohedccmi<'o<l!r <en]Fn(CJ~. r rll tJ:c~e <as~t.e 



registration of the instrument of transfer which formed the 
basis of acquisition proceedings was only a culmination of a 
series of transactions and agreements which had taken place 
from time to time. As a result in most of these cases neither 
the date of registration nor the date of execution of the instru-
ment was the material date for ascertaining the genuineness of 
the apparant consideration. It would not be out of place to 
mention here that with a view to remove difficulties of this 
type experienced in Bombay City Charge, the provisions of 
Chapter XXA have now been amended by Income-tax (Amend-
ment) Act, 1981 which have come into force from 1st July 
1982, A newly inserted provision of section 269 AB now 
enables the lAC (Acq) to assume jurisdiction soon after the 
occurance of the transaction instead of waiting, for several 
years after the transaction for the final ins"trument of transfer 
being registered in favour of the Cooperative Society for the 
buyers. Apart from this difficulty, it would be seen that in 
three out of six cases l'iz cases mentioned in sub-paras (a) (c) 
(e) three have been a difference of opinion between the lAC 
(Acq) and the departmental valuer on the question of fair 
~arket value in as much as according to the estimates of the 
departmental valuers the fair market value did not vary 
sufficiently from the apparent consideration so as to justify the 
proceedings for acquisition. This question also required to be 
sorted out. 

Out of these six cases the order of acquisition under section 
269 F (6) has since been passed in the case. mentioned in 
sub-para (f). Similarly the proceedings for acquisition have 
been dropped ride order under Section 269 F (7) passed in 
the case mentioned in sub para (c). In the cases mentioned in 
sub-paras (a) and (c), as there has been a difference of 
opinion on the qu':!stion of market value beween the lAC 
(Acquisition) and the departmental valuers, a reference 
has since been made to Chief Engineer (Valuation) to examine 
the question of correct fair market value as on the material 
dates. Further action in the matter would be taken after the 
question of valuation is settled. In the case mentioned in 
sub-para (a) a reference has also been made to the Ministry 
of Law to examine whether it would be appropriate to carry 
out the proceedings for acquisition even though the sale 
transaction in question had been approved by the High Court. 
Out of the remaining t ~ o cases in the case mentioned in sub-
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para (d) the High Court of Bombay have granted a stay· of 
further proceedings in response to the party's writ petition~ 
The efforts are under way to file suitable application before 
the High .Court so as to expedite the matter. In so far as the 
case enumerated in sub-para (b) is concerned, the lAC. 
(Acquisition) has now taken up the case and the finalisation. C?f 
the proceedings is expected in due course of time. 

3.47. The Committee desired to know the number of cases out 
of the pendency of 26759 cases as on 31 March, 1983 wherein no pur-
suance action was taken for over three years. The Member, CBDT, 
stated : 

"Sir, we will gather this information and submit the same witqin 
one month." 

3.48 Subsequently, the Ministry of Finance have furnished the 
following note : 

"The total number of such cases reported by Commissioners of 
Income-tax is 1120.'' 

3.49 The Committee are perturbed over a phenomenal increase ln tbe 
pendency of acquisition cases. As against 8,237 cases pending as on 1.4. 
1979, there were as many as 26,759 cases pending as on 31.3.1983. The 
Committee need hardly point out that the prolongation of proceedings 
not only cause1 undue harassm~nt to the parties by keeping them in sasp· 
ense but also generates new avenues of rorruption. The Chairman, CBDT 
conceded during evidence that they were "also very unhappy about it.'' 

Such a heavy pendency not only points to the need for a review of the 
existing procedures prescribed for finalisation of acquisition procedings 
but also all-out efforts for their liquidation. 0~ the Committee's enquiring 
· about the steps proposed to be taken to liquidate the pendency, the 
Ministry have stated that the Department is "Considering about intro-
ducing an action plan for paJtly liquidating these proceedings during 
tbe year commencing on 1 April, 1984." The Committee desire that the 
Ministry should introduce the proposed action planwithout delay and imp· 
lement it ~ith vigour. The Committee would like to be apprised of the 
targets fixed in the action plan 1984-85 and the achievements made 
thereunder. The Committee would also like to be informed of t~e steps, 
if any, taken or proposed to be taken to streamline the existing proce-
dure with a view to a~celerating the pace or disposal of acquisition procee-... 
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...... At t1ie same tillle, the Committee tro111cl also like Govel'llllleai 
fb• eenslder the feasibility of imposing a statutory time-ftmlt for tlae 
~ of aequisition orders, as in the case of other tax laws. 

3.~ The six specific cases of Bombay charge bighligbted in the Ala• paragraph where the difference between the fair market value and 
tlae apparent consideration was over Rs. 20 lakhs, . show that acquisition 
proceedings were not pursued by the acquisition officers for about four 
,_,s after tke issue of notices of acquisition prior to 1 April, 1979, till 
,. omission was pointed out in Audit. The Chairman, CBDT admitted 
Wl"ere the C91Rb14ttee that pursuance action in thees cases was reau.-
on receipt of the draft Audit paragraph. The Committee are shocked 
to learn this. As for the latest position in these cases, it is seen that 1u 
6'6~ taft Jll'Oceedings have now been taken up, in two cases tltfre has 
been a difference of opinion on the question of fair market value between 
tbe lAC (Acquisition) and the departmental valus, necessitating a reference 
fo tile OUet Engineer (Valuation) to examine the question of correct fair 
market value. Order of acquisition ooder Section l69F(6) bas since been 
passed in one of these cases. In yet another cases, a reference has been 
18ade to t1tt Ministry of§Law to examine whether it would be appropriate 
to carrv out the proceedings for acquisition even thoagh the sale transa-
etion in question had been approved by the High Court. In the last case, 
the High Court of Bomboy has granted a stay of furthr proeeedf1111 in 
response to the party's writ petition and efforts are UDder way to lie 
suitable application be(r>re thelligh Court so as to expedite tile maft'et. 
fbe Committee expect that pursuance action in attl these cases _.tefft 
tile fair market value determined is substantially higher tftm aplfatelfl 
eoasideration, 'ft'ould be taken with utmost expeditiou. The Com·mftfef 
w081d like to be informed of the latest position hi tltese cases. Tile 
Committee aslo would likf the Department to fix responsllrillty aDd to 
take appropriate action against the officers concerned. 

3.51. Tbe Committee find it rather perturbing that oat of the tetal 
peadency of :!6,759 cases as on 31 Mareh. 1983, as •••J as II*» tre 
IIIICh wherein no pursuance action was taken for oYer three yean • Htl'-
rtetl by Commissioners of Income-tax. This is lacRcatiYe of ll8't Gilly 
faxlty at the level of competent authority but also of laxity Ia sdper'fltloli 
exercised at higher levels. Such a state of afl'ain sta.ld cnse lefMa 
eoaeeru to Government. The Committee would like the Depattll- fo 
elisare resumption of proceedings in these 1 llO cases widaoat aay flrfllet 
lou of tiaae. The Committee desire that in all sucll cases respoastldllty 
for the lapse should invariably be ftxed for appropriate actloa. 



(a) Determination of Fair Market Value 

4.1 It is seen from chronological sequence of events gwen in the 
history sheet of the six cases referred to in the preceding Chapter 
tflat the fair market values of properties in question were fixed by 
departmental valuation Officers. Asked to state whether these values 
llad been communicated by the Assistant Commissioner (Acquisition) 
cotteerned to the Income-tax/Wealth-tax Officers assessing the Income/ 
•~1Tfr in these cases, the Chairman, CBDT, replied : 

'"When we feel that the fair market value is· bizher,. the fair 
market value determined is taken into considerafioB for all the 
taxes." 

o4;2 . In a note furnished subsequently (March 1 984) the Ministry of 
~ (Department of Revenue) have stated : 

"'From the reply cited in paragraph. 3.46 it woWd be seea thai 
the question of fair market value is not yet settled in the case 
mentioned in sub-paras (a) and (e). ln the ~ mentioned 
in sub para (c), the proceedings have been dropped as ultimate-
ly it was found that there is not much variatioo between fair 
market value and the apparent consideration. The value 
estimated in the remaining three cases have since beeR commu-
nicated by the lAC (Acquisition) to the concerned assessing 
officers." 

4.3 The Committee desired to know what were the values shown 
ia the Wealth-tax assessments, wherever chargeable and whether income 
wealth bad been recomputed in these six cases. The Ministry of FU18Dca 
.(Department of Revenue) have stated (March, 1984) : 

••As in the case referred in sub-para (a) the value shown in the 
wealth tax assesment was below even the apparent consideration 
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the wealth·tax assessments for assessment years 1971·72 to 
1974-74\ have been reopened and are pending at present. In 
respect of cases mentioned in sub·para (b) and (d) the trans· 
ferors being companies, there was no Wealth tax. However, 
in the case mentioned in sub-~'lara (d), additions were made 
to the wealth:-tax assessments of the erstwhile tenants of the 
property on the basis of the sale transactions. In the case 
mentioned in sub-para (c), the value declared in the wealth-
tax return was in accordance with the apparent consideration. 
Since in the wealth-tax assessments the District Valuation 

. Officer confirmed the returned value, no further action was 
taken. In the case mentioned in sub para (e) the value dis· 
closed in the wealth tax return has been even lower than the 
apparent consideration for sale. However, as the original 
transaction dates back to October 1972, no further action is 
possible now. In the case referred to in sub-para (f) the 
assessee was carrying on the business of construction. The 
property in question b~ing stock-in-trade was therefore not 
shown separately in the wealth-tax return." 

4.4 The Committee enquired if separate valuation by a Depart· 
mental valuer was ever made for purposes of wealth tax and capital 
gains in these six cases. The Ministry of Finance (Department of 
Revenue) have stated (March, 1984) : 

ccln the case mentioned in sub-para (c), the departmental valuer 
separately estimated the fair market value for the purpose of 
wealth-tax and Capital gains. These valuations go to support 
the apparent consideration for sale. In the case mentioned 
in sub para (e) a separate valuation had been carried out for 
the purpose of capital gains by the District Valuation 
Officer which again supports the apparent consideration for 
sale." 

4.5 In regard to action taken in these six cases for levy of 
capital gains tax and gift-tax on the difference between the fair 
market value and the apparent sale consideration. the Ministry or 
Finance (Department of Revenue) have informed as follows : 

uout of these six cases, in the cases enumerated in su!).paras (d) 
and (f) the property was held as business assets and therefore 
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the income was computed as business income. In the case 
mentioned in sub-para (b), however the assessment for assess-
ment year 1977-78 being the year in which the instrument of 
transfer was registered has been reopened under section 147. 
In the remaining three cases the Capital gains have been 
brought.to assessment on the basis of the apparent considera-
tion for sale. In the cases mentioned fin sub-para (c) and (e), 
the valuation made under Section 55A of Income-Tax Act, 
1961 had supported the sale consideration. Even o.therwise 
in view or the Supreme Court judgement in the case of K.P. 
Varghese (111 ITR. P. 597) the capital gains have to be assessed 
on the basis of the disclosed sale price unless it can be proved 
as a fact that the consideration actually received by the 
assessee was more than the disclosed sale price. 

In so far as the levy of gift tax is concerned, it would be seen · 
from reply (cited in paragraph 3.46) that the question of 
fair market value has not yet been settled in the cases 

' mentioned in sub-paras (a) and (e). In the case mentioned 
at sub-para (c) the proceedings for acquisition have since 
been dropped as it was found that there was no difference 
between the fair market value and the apparent conside-
ration. Out of the remaining three cases, gift tax pro-
ceedings have ~een initiated in the case mentioned in sub-
para (b). In so far as the case mentioned in sub-paras (d) 
and (f) are concerned, the assessing officers are fully 
aware of the initiation of acqui~ition proceedings and the 
fair market value estimated for the purpose of initiation 
of acquisition procec(]ings. The question of taking fur-
ther action is under.thcir consideration." 

4.6 In regard to instructions for close liaison between the Income-
tax/wealth tax officers and the Acquisition Assistant Commissioners and 
for communication of valurs of properties as determined by the Valuation 
Officers to Income tax officers/wealth-tax officers for eventual actiOD 
the Minislry of Finance (Department of Revenue) have stated : 

"It is generally expected that the officers in the department suitably 
co-ordinate with each other. The Board are however consi-
dering laying down of some specific guidelines for the co-ordi-

nation between Competent authorities and assessing officers.•• 



4.7 Under the provtstons af the Income-tax Act, 1961, the 
4Mistaat Commissioner {Acqusition) may require valuation by' a Depart-
uaAtal Valuatioa Officer to determine the fair market va:lue. But the 
\'8111atioa is aot ·binding, as in the case of wealth-tax Act, and Gift Tax 
At$. •wbere»nder such valuation reports cannot be rejected ·by depart-
taeetal,oftk:ers. Asked to state reasons for not making such a provision 
in .[nQome tax Act~ the. Member, CBDT, replied : 

~e reason why the view of the Valuation Officer is not binding 
on the Assistant Commissioner of Income tax ·is that the 
competent authority is a senior officer of the rank of Assistant 
'Commissioner whereas the Wealth-tax Cfficer is a cowparative-
ly junior officer. 

1For instance, even under the Wealth-tax Act, the position is that 
the Appellate Commissioner is not bound by the opinion of 
the Valuation Officer. His rank is equal to that of the Assis .. 
tant Commissioner. Neither the appellate authorities nor the 
r.evisionacy authorities under the Weith-tax Act are bound" by the 
valuation Officer's opinion .. Jt does not always work. Many a 
time the Valuation Officer's valuation is much lower than that 
ofour officers. When a senior officer is entrusted with the job 
his judgememt, the advice of the Valuation Officer along with 
the opinion given by the registered valuer of the assessee and 
other relevant evidence, including his own inspection and 
opinion must be rrusted. We cannot bind him band and foot 
with the opinion of the Valuation Officer." 

.4.8 The Member, CBDT, further stated : 

" ..... .I have pointed out that the proceedings before a comp-
etent authority are separate proceedings, the whole scheme is 
separate. Wealth-tax is an annual levy. One of the reasons 
why the Act thought it fit to formulate certain rules to value 
properties. is because there will be some finality about the 
valuation of certain properties." 

4.9 The Commitee enquired if the binding clause may be unifor-
ndy applied to an immovable property for both wealth-tax and acquisi .. 
tion purposes. The Member, CBDT, stated : 

"In the case of Wealth-tax, there are certain built in rules. 
There is rule l-BB under which a property may be worth Rs. 
10 laklls -but I may be forced to Value that at Rs. 6 Jakhs or 
R$~ S.Jaklas." 



;.40 Aske,:l if Rule 1-QB of Wealth-tax Rul!=s applies to only 
uaiden.lial proper-ties, the witness replied i.n the affirmative. 

4.11 The Member, CBDT, added : 

"There are two methods of valuation, the land and building 
method and income capitalisation method. However, the 
Wealth-tax Act has brought in several rules which introduce 'an 
artificial but necessary principle of computation of wealth on a 
particular basis on a given valuation date. When there was a 
dijference in valuatiou between the valuation done by the 
valuation Officer and the Wealth-tax Officer, we give an oppor-
tunity to the other party to explain the difference." 

·4.12 The Member, CBDT, further stated : 

"I would only touch. on the scheme of _valuation under the 
Wealth Tax Act and for fhe purposes of acquisition. The first 
thing which I would like to point out is that Wealth ~ax is an 
annual levy. Valuation of property leads to considerable 
litigation. The purpose of introducing the rule prescribing the 
mode of valuation is to cut do.wn litigation and ensure that 
there will he a certain amount of finality about these valuations, 
instead of lea~ing it to the judgments of either the Valuation 
Officer or the Wealth Tax Officer. This rule which has been 
introduced for valuation of tne residential properties has 
secured that objective to a large extent. 

Walth Tax is an annual levy. It is recurring. The thrust is 
on the determination of the fair market value of the propeny. 
In the Wealth Tax Act, it is mentioned tha: notwithstanding 
,.uytbing contained in Section 7 (I), in the case of self-occupied 
residential· property, the value is fro:zen as stated therein even 
though its market value on the relevant valuation date may be 
·hither. ·Here, notwithstanding the fact that the Wealth-Tax 
Olicer -is concerned with the determination of market value, 

·the ·Section has taken care to freeze the market value!' 

..4.~13 The Committee enquired if the discretionary .powers vested in 
·odae.c•pe&cnt authority to initiate pcquisition proceedings and to 

. -arrive .at iair JDafket v•hae were unfetterc;;d .or the mode of valuation was 
,....._..on ~ve priQciplcs to red'"ce the area of variation in property 

.. ,..,.. rtJae·Mtlllbor, ~I)T, replied : 
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"Our understanding is that these principles are objective. 
There may be some mistakes. I am not saying that we do not 
commit mistakes." 

4.14 The Member, CBDT, funther stated : 
"The whole concept of market value is such that if the same 
property is entrusted to two different values the valuation 
could be different. This does not admit of arithmetical 
accuracy." 

4.15 Asked if the authorities favoured the idea of uniformity as 
between different Acts, the Member, CBDT, stated: 

• 

"As I have stated earlier, if the competent authority feels that 
the Wealth-tax Officer's valuation is based on some method, 
hr: (acquisition authority) accepts it. But if there is some 
mistake in the valuation, you do not want the competent 
authority to be bound by the valuation of the wealth-tax 
officer. 

But I certainly agree with the necessity of ensuring unifor-
mity. But that can be done administratively-even without an 
amendments.'' 

4.16 Subsequently, in a note furnished (February, 1984), the 
Ministry of Finance (Department of Revenue) have stated : 

"In the Department's view it is not necessary to make the valu-
ations by the Valuation Officer under Section 269L of the 
Income-tax Act binding on the Competent Authority in the same 
manner as they are binding on tne Wealth-tax Officer and Gift· 
tax Officer. The reasons appear to be as under : 

(i) Under the provisions of chapter XX A proceedings for 
acquisition can be initiated and an order of acquisition 
can be passed only when the Competent Authority is · 
satisfied that the required conditions are fulfilled. Unlike 
wealth-tax and gift-tax proceedings the matter does not 
entirely rest upon the estimation of fair market value, 
there are! various other conditions which need to be 
satisfied. The powers and functions of the Competent 
Authority may not therefore to split between lAC (AcMI· 



uisition) and the Valuation Officer as it may introduce 
complications and make the proceedings cumbersome. 

(iv) The valuation of immovable property under direct taxes 
is now not r·entirely a question or technical knowledge. 
Theestimation of market value equally requires commercial 
knowledge of the market needs and practices. Over the 
course of years a considerable case law has also developed 
in respect of valuation of immovable property under vari-
ous direct taxes Acts. Thus the estimation of a fair market 
value needs technical, commercial and legal expertise put 
together." 

4.17 Section 269F of the Incom~-tax Act, I 961, provides that the 
decision of the competent authority in respect of objections heard agai-

nst a proposed acquisition shall be in writing and shall state the reasons 
for the decision with respect to each objection. In paragraph 1.08 
(a), 11 cases of Haiyana have been cited, which show that the 
fair market determination by the Valuation Officer was rejected 
and the acquisition proceedings dropped without recording any 
reason for doing so. Similarly, in 35 other cases, the acquisition 
proceedings were drophed even though the fair market values determi-
ned by the dehartment valuation Officer exceeded the appJrent conside-
rvtion by more than 25 percent in each case. 

4.18 The Committee enquired if the Department has looked into 
the reasons for the rejection of reports of the Valuation Officers in these 
46 cases and whether any opportunity was provided to the Valuation 
Officers to justify their assessment. The Ministry of Finance (Depart-
ment of Revenue) have stated : 

"The Competent Authorities have not given very elaborate 
reasons in these 46 cases for dropping nf the proceedings. One 
reason for not enumerating the detailed reasons could be that 
the provisions of Section 269F( 7) do not require recording of 
detailed reasons since orders thcn:undcr are not appelable. 
However, frnm the material collc::!cJ in th~se files it can be 
said that hy and large the pwcecdings were dropped after 
looking into the details on files and the objections of the parties 
to the transactions. 

It is true that before rejecting the reports of the Valuation 
Officers, no fresh opportunifJ was given to them to justify 
their' valuations. 
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The Board h~e now issued instructions to all lACs (Acq) 
that in future they should record their reasons in detail not 
only in the cases where orders for acquisition are passed but 
also in the cases in which proceedings once initiated are 
subsequently dropped. They have also been instructed 'to 
discuss in detail the reasons for rejecting or.not acting upon 
the valuation reports furnished by Valuation Officers. A copy 
of these instructions is enclosed (Annexure)* 

4'19 The Committee desired to have information about the total 
number of cases wherein the reports of Valuation Officers were rejected 
in all the charges for each of the four assessment. years 1979-80 to 
1982-83. The Ministry of Finance, however, furnished a consolidated 
report for all the 4 years, stating : 

"The total number of cases in which the valuation made by 
the Valuation Officer were not accepted during the period 
1.4.1979 to 31 March. 1983 is 604, for all the charges except 
Amritsar and Jaipur for which figures are not available." 

4.20 In case No. (e) cited under paragraph 3'41 the apparent 
consideration shown in the conveyance deed was Rs. 88' 35 lakhs. Fair 
market value was estimated at R~. 2.83 crores. The date of instrument 
of transfer in this case was 18.4.1977 and the Inspectors report 
was received on 1.12.1977. The last proceedings in this case 
were recorded on 23.3.1979 and resumed after 4 years on 14.2.1983. 
The Committee enquired if protracted proceedings caused avoidable 
harassment to the parties concerned. The Member CBDT stated : 

"Sir it is a very interesting case. The facts of this case highlight 
many of the princ1ples which the Committee has been discussing. 

In this particular case the apparent consideration is about Rs. 
88 lakhs. The valuation officers for wealth tax purposes say 
that this apparent consideration is alright but in the opinion 
of the Inspecting Assistant Commissisner who after obtaining 

----------····· ·-·------
•Not reproduced 
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two reports from his Inspectors and independently examiniBg 
himself comes to the conclusions that its value is Rs. 2.8 
crores. Now the point is should we take this opinion as 
correct or not ? All I would like to say is that the competent 
authority who has been entrusted with the work should do his 
work independently and. should not be guided by the valua· 
tion officer and in this case the competent authority has also 
recorded reasons for arriving at his conclusoin that the pro,. 
rty transacted was worth Rs. 2.8 crorcs." 

4.21 Section 2691. of the Income--tax Act; 1961, pnvidel that t1ae 
Inspecting Assistant Commis.4ilioner (Acquisition) may, for the purpet1e ef 
lnltlatmg proceedings for the acquisition of immovable property or fer &be 
parpose of making an order in respect of any immovable property • rect_.e 
a Valuation Ofticer to determine the fair market value of sucla p~ 
od report the same to him. For the purpose of determination of the valae, 
tfte Valuation Ofticer has all the powers conferred under Section 38A ef 
the Wealth-tax Act. Under the analogous provisions of the Wealth-to. 
Aet, and tbe gift tax Act, such valuation by a Valuation Oaicer 
Ia binding the assessing authority. This is not so on ia respeet 
uf valuation for acquisition proceedings. 111 the Departlllellt's 
view, It does not appear to be ntcessary to make the valuations by tile 
Valaation Otliceres under section 269 L of the Income-tax Act biotliag en 
the competent authorities in the same manner as they are binding oa the 
Weltt.-tax Oflicer and Gift-tax Officer inter alia on the groiiiHI that 
the lAC (ACquisition), being an officer· of the same rank as Appellate 
Assistant Commissioner, is considered to be sufficiently senior ..a 
knowledgeable to' go into the merits of the valuations made by the 

Valuation Officers who are quite often Officers of junior ranks sudl as 
Assistant· Engineer or Executin Engin<'er. The Comnaittee caaaet 
accept this approach as they feel that Valuation Officers are expert Ia 
their field work and the qul•stion of relative seniority or juniority should 
aot be allowed · to come in the "·ay of acceptance of their v•attea 
reports. 

4.22 46 instances have been mentioned in the Audit Par .... 
whereia either tbe acquisition proceedings were dropped without reconliDa 
ftt!foll! tad without glviag any opportunity to the coaeened Vlluati• 
Olktts who bad cle~rmillt'd tile fair market nlue or the Detart .. t 



dee~ed the Val11ation Otllcers' reports as incorrect/erroneous and dropped 
tlle proceedings on the basis of valuation reports of approved valuers. 
The Department had conceded to audit that lD C('rtain cases the reasons 
might not have been on recl)rd, but held that th~ droppiilg of proceedings 
is entirel~ discretionary and cannot be challenged. The committee have 
now been informed that the competent authorities have not given 
elaborate reasons in the 46 cast>s mf'ntioncd in the A urlit paragraph for 
dropping of the proceedings. According to the Department, ''one reason 
for not enumerating the detailed reasons could be that the provisions of 
Section 269 F (7) do not require recording of detaild reasons since 
orders thereunder are not appealable". The Committee need hardly point 
out that the discretionary power vested in the competent authority has to 
be exercised in a manner that could carry conviction with all. The 
Committee find that the total number of cases in which the valuation 
made b)' the Valuation Officers wc~c not accepted during the four-year 
period from 1.4.1979 to 31.3.198lis 604 for all the Acquisition Charges 
.except Amritsar and Jaipur for which figures ha\·e not been available. 
The possibility of excessive reliance havillg been placed on the reports 
of the registered valuers engaged by the parties, which are tilted in their 
favour, cannot be ruled out in some cases The Committee have been 
informed that the competent authorities have now been directed to record 
reasous in detail not only in the orders directing acquisition of property 
but also in cases where the proceedings once initiat(.'CJ arc subsequently 
dropped. They hne also been directed to consult the Va)uation Officers 
and discuss the matter with them b~fore rejecting or not acti11g upon tbe 
reports given by such Valuation Omcers. 1 he Committee would like 
the Departnu.•nt to ensure that these instructions arc complied witb in 
letter and spirit. 

4.23 The Committee find that a proposal was made at a high level 
meeting of officen. engaged in the administration of acquisition and 
valuation of immovable properties, convened in December, 1982 to 
examine the hJc gal pcbsibilif)· of laying down instructions to the conape-
tent authority for compulsor~· reference to the Valuation Cell in cases 
of apparent consideration excetding Rs. 2 lakhs in smaller cities and 
Rs. 3 lakhs in metropolitan cities and if possible issue such instructions''. 
Tbe Committee would like Government to give a seriou..~ consideration 
to the above proposal. 

4.24 The Committee find tbat in at least three cases out of the 
stx mentioned in paragraph 4.2, 1he vafuo estimattd for acquisition 



'proceedings have since been communicated by the I.A,C. ·(Acquisition) 
to the coneeraed Income-tax/Wealth Tax Officers assessing fhe income 
wealth in these cases. In one case, the velue shown in the wealth ·fit.x 
return being lower than even the apparent consideration, the wealth-tax 
assessments for ass~sment years 1971-72 to 1974-75 have been re-opened 
and are pending In another similar case, as the original transaction 
dates back to October 1972, no furthu action is possible now. 
In yet another case, the asse~see was carrying on the business of 
construction and, therefore, the property in question being stock-in-trade 
wa& not shown separately in the wealth-tax return. In regard to sub-
jecting the cases to levy of capital gains tax on the difference between 
the fair market value and apparent sale consideration, the Ministry 
hne informed that in three cases the capital gains have been brought to 
assessment on the basis of the apparent consideration for sale. In so 
far as the levy of gift tax is concerned, in one case, gift tax proceedings 
have been initiated and in respect of other two cases, the Ministry have 
informed that the assessing omcers are fully aware of the initiation of 
acquisition proceedings and the fair market value estimated for the pur-
pae~ of initiation of acquisition proceedings. The question of taking further 
action is reportedly under their consideration. The Committee would like 
to be informed of the further action taken in these cases. It is apparent 
that action in most of the cases Is initiated only after the Committee are 
seized of the matter. They deplore such a tendency. The Committee desire 
that immediate action should invariably be taken as soon as such cases 
come to notice. 

4.25 The facts narrated in the preceding paragraph show that in tbe 
matter of c~Jrr.!Ltti:>ll i1 ai.;:!;";n~.lt~ u:1Jer v.ariou-, direct tax laws on the 
one hn:J a1J cnrilillltiaa b.!tW~ea competent authorities and assessing 
omcers on the other, the position is far from satisfactory. The Commi-
ttee are not satisfi~d with the explanation of the Ministry of (l'inance that 
tbe ofBcers in tbe D~putm~nt are genero~lly expected to suitably coor-
dinate with each other. In the opinion of the Committee, this expla-
nation only betrays complacency on the part of the Ministry. The Commi-
ttee hne n~Jw b&!ea inform~d that the BDard are considering laying down 
some specific guidelines for coordination between competent authorities 
and as~cssing ofliccrs. The Committee desire that these should be 
Issued without any further loss of time. The Committee find that in two 
cases, the propcrticli were already nlued by the Departmental Valuation 
oltcers for purposes of Capital gains taxjw~altb-htx. The proposed 
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pWellaes •ty spe~ift ~any require the competent authority to obtala . 
cepies of such report§, wh~re available, before considering a freSh va1ua-
.,. for acquisition purposes. As under-statements in the value of pro.perty 
·tletec~d during acquisition proceedings give an idea of the extent of 
ltlack-money involve~ the Committee desire that the competent autho-
rity should be required to invariably intimate the value determined to the 
jurisdictional assessing officers of both transferor and transferee tor 
tappropriate action. 

4.26 ·The discussion in the preceding paragraphs only ~elnforces some 
of the Co111111ittee's earlier findings* that the multitude of legal provlsibos, 
moes of valuation aud valuation authorities in the valuation of soqae 
pl'eperties bas ereated a situation where property tax have become a 'matter 
or peat harassment as well as abuse.- In the circumstances, the Comm-
ittee reiterate their earlier views that the only solution to overcome this 
problem is to set up an autooomus valuation authority for the valuation 
et sate propertie.,, which could apply a common principle of nluati011 
..... tletermine objectively the values af all real estate properties at least 
ia the urllan centres of the country. The valuation certificates of the 
Mtflerity should. b2 bjnding for all t.ues relating to that property. The 
Committee were informed in October, 1982, that the attention of fbe 
EcODOIDic M.mi.Distration Reforms Commission had ipeciftcally been dra1J'JI 
to tile &Nve recommendation of the Committee. They desire that an 
early kision should be taken in the matter. 

(b) Actual Acquisition of Properties 

4.27 The number of cases in which proceedings for acquisition were 
iBitiatcd during the period I April, 1979 to 31 March, 1983 as reported 
'lty tbe Department was 2')732. Orders for acquisition were made oaJy 
in 47 oases. Asked to indicate in how many cases, the orders bad 

·11ecome linal, the Ministry of Finance stated : 

uNone of the orders of acquisition made during the period 1.4.79,m 
31st March, 1983 have become final. However, many of·tttese 
47 cases are at present at various stages of appeal.'' 

JOist Report (7th Lok Sabha) Paragraph 3.79 
181st Report (7th Lok Sabha) Paragraph 1.16 

281rd 'lleport ('fth Lok. Sabha) Para&raph 1.2S 
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4.28 From the annual report of the Ministry of Finance for the 
year 1982-83, it is found that upto 30.11.1982, 15 immovable properties 
had been acquired by the Department under the acquisition proceedings. 

4.29 During evidence, the Committee enquired how many 
properties have been actually taken over up to 31 March, 1983 and 
what is the total value thereof. The Chairman, C.B.D.T, replied that 
"only 15 properties have been taken over" and the total value is "Rs. 
35 lakh aggregate." 

4.30 The Chairman, C.B.D.T., further stated : 

"Rs. 45 lakhs was paid as compensation. It Js not merely the 
expenditure involved.'" 

4.31 Particulars of the properties taken over so far and their 
utilisation, as furnished by the Ministry of Finance (February 1984), 
are given in Appendix I. An analysis of the apparent consideration 
and the fair market value as estimated in the order under Section 
269 E (6) of the Income-tax Act, 1961 shows that against the apparent 
consideration of Rs. 15,15,259 shown by the parties, thl.! fair market 
value assessed was Rs. 24,38,261 in these 15 properties. The amount 
of compensation in 9 cases finalised was 15% more than the apparent 
consideration. None of these 15 properties has been sold. 

4.32 The statement given below shows the apparent consideration , 
the fair market value. as estimated in the order under Section 269 F (6) 
and the amount of compensation paid : 

Sl. 
No. 

1. 

I. 

2. 

3. 

4. 

Apparent consider-
ation 

2. 

1,60,000 

25,000 

40,000 

41,000 

·----------·-
Fair market value as 
estimated in the order 
U/s. 269 F (6} 

3. 

2,28,400 

I I 19,290 

52,486 ) 
) 

52,486 ) 

Amount of 
compensation 
paid 

4. 

l, 84,000 

28,750 

1,23,826 



.1. 

·S. 

(i, 

'· 
8. 

9. 

10. 

II. 
12. 

13. 

14. 

tS. 

Total : 

·86 

2 . 3. 
36,000 l,OS,OOO 

45,000 70,000 

1,20.000 2,06,000 

3,50,000 5,62,000 

26,500 41,500 

5,00,000 7,18,000 

35,000 67,000} 
28,000 53,459 

49,000 72,000 

36,932 56,400 

22,827 34,240 
--------· 

15,15,259 24,38,261 
------··· 

4. 

-
4.02,500 

30,475' 

5,75,000 

71,200 

56.420 

4.33 In accordance with the provisions contained in Section 2691 of 
the Act, after the acquisition orders have passed the period prescribed 
for appeal and become finai, the property shall vest absolutely in the 
Central Government. 

4.34 The Central Board of Diret Taxes had issued guideJlnes inter 
alia on auction of tbc properties acquired and taken possession of. In their 
circular instruction No.316/84j76-W.T. dated 18 May, 1977 the Comm-
issioners of Income-tax were apprised of the decision not only for their 
own guidance and necessary action, but also for keeping the same in 
mind while maintaining appropriate liaison with offiicers of the Central 
Public works Department. It was brought to their notice that: 

"It has also been decided as a guideline that properties which are 
DDt required for Government use should be sold, as early as 
possible, in the open market so that Government's funds are 
replenished from time to time and there ia ao undue burden on 
the exchequer in providing funds for payment of compensation 
for the properties)quired." 



14.3~ Asked whether these _guidelines were followed in;ie~·o~rs 
p&'OPerfies·so far ·acquired by the Department in which aequilitiWft·~ 
had become final, the Member, CBDT, stated: 

·~ete were deliberations on this between the various 'Ministries 
·and it was decided that all these properties would be given 

to the works and Housing Ministry for further action." 

4.36 In reply to a question as to the reaction of the Department 
about the auction of the properties acquired to vouchsafe the correctness 
of acquisition in the eyes of the public who could know that the fair 
market value was more, the Member, CBDT, stated: 

''It is a good suggestion. We, however, do not want to be come 
landlord ...... .. 

ThC Member, CBDT, further stated: 

"It ia a good suggestion. But the present decision is to h1md over 
these properties to the works and Housing Ministry." 

4.37 Asked if compensation had been paid to the parties concerned 
the Member, CBDT replied in the affirmative. In regard to replenish-
ment of the funds of the exchequer, the Member, CBDT, stated: 

"They provide the funds straightaway. 

Whether it is Works and Housing Ministry or any other Ministry 
they arc all part of the Government. It was decided ibat 
Works and Housing Ministry would be the best agency for disP,. 
osaJ of these properties or maintenance thereof. This has be-
come a part of the Government property. The question wiU 
then be what has the Works and Housing Ministry done. We 
will have to find out how many properties have been kept by 
them for Government usc and how many have been disposed 
of in auction and how much has been realised." 

4.38 The Member, CBDT, further stated: 

. 
"Whatever information we get form the works and Housing Minis-

try, we will pass it on to you." 
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4. 39 Subsequently, the Ministry of Fina-nce have furnished a copy of 
the Jetter1of Minister of works, Housing and Par1iamentary Affairs dated · 
18 .N~vembcr, 1976 addressed to the then Minister of State for Revenue 
and Banking, which is reproduced below: 

"Kindly refer to your ct·o. letter No. 2476/MRB/76 dated the 9th 
September, 1976 regarding taking over and management 
of immovable properties vested in the Government oflndia 
under Chapter XXA of the Tncome Tax Act, 1961. 

As desire~. the C'entr~l r. \V. D. wiU tnkr over the immovable 
prorcrtics in qnesticn frcm th RrYC"J1lJ(' rmthoritics after 
the forefriturc has become absolute. ar:d all formalities 
relating t0 appccl etc. as proYidcd under the law have been 
completed, and manap:e the same. Fur!l,cr procedural details 
may please be settled by the Revcr.uc Department in consult-
ation with Engineer-in-Chief." 

4.40 The Committee fil'!d that upto 30.11 J 982~ only 15 immovable 
properties, bad been 2-cquircd b~· the Dcparfrner.t. In these properties, 
against the appar('nt consideration of Rs. 15.15 htkhs. the fair market 
value estimated wa"l R.s, 24.:l8 hlkhs. Compcnsatim! has bern paid for 9 
properties -at 15 o.;, aho~·e fhc ~~r,parcnt consideration. Th<.· Act only 
provides that ~mce t!t~ poss~:;;~lon of the praput~r is taken over, 
it shall ves~ ab">o!u~cly in the C.:mtral Gov<:mmc:1t. The Cental 
Board of Dirfct Texcs h~d i~;~u.ed guidefincs 011 18 l\f~y. I977 to the 
effect thnt prop('r1~<.s ¥1:ic!: ;Jrc f'('t aquircu fcJr G•:·n:n;mcnt use would 
be sold, as early as pf:Ssihlc, in the open mark(·t so thai Government's 
funds arc rcplc· h.hcrl from tin:c to time and thtrc is no undue burden 
on the exchcqure in pro-riding fu11ds for payment of cmnvcnsatian for 
properties acqdrrd. The Cornmilter, how~:,·:·r, no!c that c't·cn priur to 
the issue of these ~ujdt-H:':t·s, a <!ccision kd aircaJy h~cn tnk<'n that the 
Centre 1 ... \\'.D. would tHkc over the imn•u\'abic properties fd Qm$tion from 
the revenue authorities after tht' forfcitun had become final. This was 
communicated to the Ministry of Finance on i8 November, 1976. The 
Committee would like to know what promptld Cbe Board to issues 
uch guide-lines for sale \\ bfn a t!lci!'ion I: ad ~~Jrc~~db been taken to 
hand over these properties to Cbc CP\\D. The Crmmiuc·c find from 
the statem~at of 15 properties so far ac:Ju:,·ed that one of 
tbe properties for which a compensation of Rs. 1,84,060 has been paid is 
tenanted and the tenants are paying only a monthly rent of Rs. 44o/to 
tlie Executive Engineer, 'K' Division, C.W P.O .. New Delhi .. Another 



troperty, a bungalow Ia Jalandhar, is let out to the Income-tax Omeet. 
Yet another \)roperty in Delhi is stlll in possession of the Commissioaer 
of Income-tax and efforts are being made to sell the same. Two of the 
properties are plots in Meerut and it is notieed that the C.P. W .D, hU 
not yet physically taken possession of these plots. The Member, C.B.D.T. 
appreciated during evidence the suggestion of the Committee for aucti-
oning the properties to voucluafe the correctness of auquisition_in: the 
eyes of the public, for the fair muket value would be even more thaa 
what was estimated at the tinl·e of initiation· of proceedings. In any case 
the Committee trust that the properties acquired under the Act will be 
utilised in the best interest of Government. All that the Committee are 
concerned with is that prompt decisions should be taken by GoYernmeat 
in regard to their retention/disposal. In case, however, it is decided to 
dispose of any of the . acpuired properties, the Committee desire that 
these should be disposed of through open auction. The Committee are 
positin that in no case any of the acquired properties should be allo wed 
to be used for any individual officer of the Department. 

NEW DELHI J 

April !6, 1983 

Vaisakha 6, 1906 (Saka) 

SUNIL MArrRA 
Chalrmtln, 

Public A.ccount8 Comitte~, 
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• APPENDIX-I 
(VIde paragraph 4.31) 

---------------------------
S.No. Name of the Name of the Description Date Apparent Date 

considera- of 

1 

I. 

.... -· 

Transferror Transferee of the of 

2 

Sh. Sunder 
Lal. Advo-
cate, 40 
Wazir Bagh 
Siri Nagar, 
Kashmir. 

Sh. Dewan 
Kart a 
Krishan S/o 
Sh. Dewan 
Chand, 
Kothi No. l 
Link Road, 
Model 
Town, 
Nakodar 
Road., 
Jallandhar. 

property registra- tion order 
tion 

~ 4 5 

• 
Sh S.D. Malik 10-South 17-5-74 
18'31, West Patel 
Patel Nagar, Nagar, 
New Delhi New 

Delhi 

Sh. Krisban Ban glow 21-S-75 
Kumar No. I 
Kapoor. Link 
S!o Kewal Road 
Krishan Between 
Kapoor Nakodar 
H.No. 272, Rd., and 
Charanjit Pura Model 
Julandhar. Town, 

Jallandhar 

~~ 

6 

Rs . 

I ,60,000 

ufs 
269F(6) 

7 

9-1-76 

25,000 31·3-77 



Fair Date on Date of Amount of Date of How the property 
:...Jarket which the payment compensa- taking has been used. 
value as order u/s of com- tion paid. over the 
estima- 269 F( 6> pensation posses· 
ted in become SIOn. 
the order final. 
under 
sec. 
269F(6) 

8 9 10 11 12 13 

Rs. Rs. 
2,28,400 9-1-76 30-3-78 1,84,000 30-3-78 The property is 

9-11-78 tenanted. The 
tenants are pay-
ing monthly rent 
of Rs. 440/- to 
the Executive 
Engineer, K. 
Division CPWD, 
N. Delhi. 

1,19,290 14·9-77 30-6-79 28,750 7-3-79 Let out to I.T.O. 

------------·-------------·- - .. -----· --------.... ---
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3 

4. 

~-

6. 

"}. 

2 3 

S/Sh. Onkar Sh. Ram 
Mal Banwari Kanwar 
Lttl Panna Krishna Devi, 
Lal. Kedar Naurang Rai, 
Nath, Shiv Ram RichpaJ, 
Chander and Rup Chand, 
Kishan Dass, Ram Kanwar. 
Chandni Phulwati r/o 
Mah:!l JuJana 
o,·Jhi 

-do- -do-

S.'Sh. Gu'dip S/Sh. Rajinder 
Sin~h & Singh & 

4 5 

t portion 17-4-73 
of the 
factory 
Bid. Plot 
No. 715 
lndl. Area 
Bahadurgarh 

-do- -do-

Land 20-1-76 
measuring 

Gurclt<Iran Harinder Singh 4 lligba, 
Singh S;o S.o Sh.Mohan 48 at 
Shri Khan Singh r/o G.T. Rd .• 
Singh r/o Mall Road, Kamal 
Delhi. Karnal 

Allahabad Prcm Narain 833 S·.i· 18-3-74 
Iron & Krishan Lal yds. of 
Sindicate land in 
·Pvt. Ltd. Gandhi 

Nagar, 
Allahabad 
& 230, 
Godown, 
Tinshed 
etc. 
MuthiganJ, 
Allahabad 

Janak Jagdish House 1~-11-14 
Rishori Prasad & No. 16 
01!\"i Others. (Old 

No. 30J 
Chowk, 
Allahabad. 

6 7 

Rs. 
40,000 20-5-76 

41.000 20-5-76 

36,000 31-3-79 

45.000 28-10-75 

1.20.001.1 16-t-76 



8 9 

Rs. 
Sl.486 6·11·77 

52,486 6·ll·71 

1,05,000 8·8-79 

70,000 23·8-79 

2,06,000 21-8-79 

?s 

10 I l 12 13 

Rs. 
19·7·801 19·7·80 The property is 

I still in possession 
I of CIT and efforts 
I are being made 
I to sell the same. 
~Ra. 1,23,826 
i 
I 
I 
I 
I 

19· 7·80 J 
6·3-81 

•• 

••• 

41,400 6-3-81 The property bas 
been taken over 
by CPWD . 

Nil 23-8-79 •• 
••one of the vendees, Sh. Krishan 

Lal bas filed a wt'it petition 
before the High Court against 
the order u/s 269F(6) and taking 
over possession which is pendins. 
Hence no comp. paid. 

NiJ 1-9-79 ••• 

•••The vendee is not turning up to 
receive compensation despite 
CPWD's several reminden. The 
entire properties are let out to 
teuants. All tenants have accep-
ted the ownenbip of the Central 



16. 

1 2 3 4 5 6 7 
Rs. 

8. Gulram Kwality Ice ! portion 16-1-74 3,50,000 11-11-75 
Prasad Cream Pvt. Plot No. 
and Ltd. Calcutta. 277/1, 
Ish war 1.48 acres 
Prasad & Plot No. 

586, 7.32 
acres, 
Shivpur, 
Varanasi. 

9. Shiv Kumar Shirubhai Open Plot 2§-7-73 26,500 13-8-76 
Naranrao Nandlal of land 
Amlegaonkar Patel Sjo admn. 

Manubbai 6660 Sq. 
Hirabhai ft. s. No. 
Patel, R.V. 589 & 
Desai Rd., 590 of 
Baroda. Baroda 

Kasba 
Nagar, 
Priya 
Laxmi 
Mill, 
Baroda. 

10. Jaipur Standard 46/lA, 6-4-73 5,00,000 23-9-74 
Investment Holding Chowrin-
Co. Ltd .• Ltd. ghee Rd., 
31, Netaji Calcutta 
Subhas· Rd., with Bid. 
Calcutta. covering 

of K:athas 
4 Chittack 
4 Sq. Ft. 



8 9 10 

Rs. 

11 
Rs. 

12 13 

Govt. except one Sb. S.M. Roy 
who had filed a Writ in AJJahal)ad 
High Court against order ufs 
269F(6) and taking over posses· 
sion. The appeal hac; been allowed 
in his favour. 

5,62,000 May, 80 11·7-80 4,02,500 May, 80 For constructing 

4l,SOO 28-9-76 20-12-77 

Officers' Colony .. 

3l),475 20-12-77 It is in posiession 
with CPWD 
Baroda. 

7,18,000 6·2-76 6-2-79 5,75,000 1-12-78 The property has 
been taken over 
by CPWD for the 
purpose of cons-
truction of office 
Bldg. 
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I 2 3 4 s 6 7 

Rs. 
11. Sh. Hardyal Smt. Oian 5 shops 3/73 35,000 23-9-74 

Chand Kaur& at Batala 
Sh. Avtar Rd. 
Singh. 

12. -do- Smt. Sant 4 shops 3/73 .!8,000 23-9-7" 
Kaur Smt. at Batala 
Balbir Kaur. Rd. 

13. Sh. G.S. Shri R.S. Plot No. 11-2-76 49,000 22-2-77 

• Sardhana Gbai 107. 
Sector 23. 
Cbaodigarh. 

14. Sh. Muktar Sh. R.S. Plot No. 6-1-75 36,9.~2 15-3-76 
S!o Mangal Gupta 6 to 8 

Deopuri. 
Meerut. 

15. -do- Sb. Mahendra Plot No. -do- 22,827 -do-
Kumar 1 & 2 

Deopuri 
Meerut. 
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.- 8 9 10 11 12 13 

R.s. ·Rs. 
61,000 23-9·74 13-7-771 7-4-71 Handed over to .. for S C.P.W.D. 

53,459 23·9-74 
sbops I 
17-7-77 ~Rs. 71,200 7-4-77 -do-
for 4 I 
shops I 

I 
J 

72,000 9-4-77 1-6-77 56,420 1-6-77 The property is 
in posscsaion of 
CPWD. There is 
a proposal for 
construction of 4 
typc-IV Quarters 
for CPWD. 

56,400 22-S.16 The CPWD has 
not yet physically 
taken possession 
of the plots. 

34,240 -do- -do-



Sl. 
No. 

1 

1. 

Para 
No. 

., 

1.29 

APPENDIX II 
· (Vidt> Introduction) 

Conclusions and Recommendations 

Ministry/ 
Department 

3 

Finance 
(Revenue) 

Recommendation 

4 

Investment in immovable property is one of the com-
mon outlets for concealed wealth. To counter evasion of tax 
resorted through under-statement of the vatue of immovable 
property in sale deeds and also to check the circulation of 
black money by empowering the Central Government to 
acquire immovable properties, including agricultural lands, 
at prices which correspond to those recorded in sale deeds,. 
Chapter XXA of the Income-tax Act, 1961 was introduced 
with effect from 15·11-1972. These provisions were brought 
on the statuti! book on the recommendations contained in 
1be interim report of the Direct Taxes Enquiry Committee,. 
popularly known as Wanchoo Committee (1971). With a 

co 
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view to removing certain practical difficulties experienced in 
the administration of the provisions of this Chapter, its 
scope was extended by the Income-tax Amendment Act, 1981 
with effect from l-7-1982 to cover: (i) transfers of flats 
or premises owned through the medium of cooperative 
societies and companies ; (ii) agreement of sate followed 
by part performance ; and {iii) long term leases. 

The Chokshi Committee in their interim report (De-
cember 1977) recommended deletion of the existing provisions 
relating to acquisition of immovable properties on the ground 
that the provisions have failed to achieve their intended pur-
pose. The Public Accounts Committee have been informed 
that the Chokshi Committee's report was not based on ade-
quate data and related only to Bombay City. The recom-
mendation was not found a~ptable by Government pri-
marily for the following reasons, namely : 

(i) the effectiveness of these provisions is not to be 
judged merely by the number of properties acquired 
by the Department ; and 

<ii) the study conducted by the Directorate of Research, 
Statistics and Publications (1979) showed that the 

OCt -. 
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Finance 
(Revenue) 

4 
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provisions have served as a deterrent against the un-
oonkoUcd calatfon ot unaccounted money in real 
estate transactions. 

. . The study conducted by the Directorate of Researc~ 
Statistics and ~ublications {1979) which was based on· the 
ilata fot the period 1969 to 1976 can at best be called 8s 
only partly tepresentatfve in that the centres chosen tor 
cotlectlng the .information, within the framework of set para-
tnerers. were ohly two areas, tme urban and the otber semi-
urban, in Bombay, Calcutta. Delhi, Madras, Kamataka, 
M:P., A.P .•. and Gujarat. Also the study did not take into 

· aceounr · Yarious other facton influencing the prices of real 
estate such as land development, demand and supply pOSi-
tion, exact location, etc. Also, as the study itself rightly 
·pointed out, too much reiiance cannot be placed on the figur~ 
furnished by the field offices, \\ohich formed· the basis 
oT sludy. 

In view of the foreaotnr;.·the Commitr.e fincf it difficult 
t~ ·a~tee· wtiolly with the conclUsions· dtawo.· iii the aboVe 

OD .... 



stdd~· tflat ttie · provitio .... JMve·IHVed aa a lleterrent·a .... , 
the un""ntroltecl circulatioll of unaecoantcd money • real . 
estate transactions". The Chairman, Central Board of Direct 
Tues rightly conceded during evidence that "the Department 
was aot happy". Even to serve that purpose (of deterrent) we 
would require a little more action." In this eonntetion. the Com. 
mitSee also note the frank. admission of the Finance Minister 
at the time of movina the 1981 Ameruhnent Bill that "in the 
matter of actually carrying out acquisition of property. the 
results have not been as good as we wanted or ex~ 

pected ... 

While the Committee do not disagree with the argu-
ment advanced by the Ministry of Finance that the objective 
of these provisions is not to make Government a holder of· 
immovable property or "land-lord" but to act as a deterrent 
against tax evasion and circulation of black money, they 
would like to point out that one of the tests of efficacy of 
a~y legislative measure is how effectively it is administered. 
Seen from this angle, the Committee find that as agai~st over 
77 ·Jakh estimations of saie/transfer of properties received 
from Registering authorities during the period 15·11-1972 
to 31-3-1983 and 53,310 notices issued during the same period, 

oa·· 
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3. 2.21 -do-

the number of properties actually taken over by the Depart-
ment was merely I~. The Committee are firmly of the opi-
nion that if the Department want to make the provisions of 
Chapter XXA truly deterrent, it is imperative that once 
acquisition proceedings are initiated, they should be pursued 
to their logical conclusion. Indiscriminate initiation of . cqui-
sition proceedin~!. their prolongation and ultimate dropping 
even without assigning any reasons therefor, as has been notic-
ed in some important cases, hardly serves any purpose. On 
the other hand, with the passage of time, it is fraught with 
the possibility of its proving counter productive, for, the 
deter or fear created in the public mind is apt to fade away 
once an impression gathers momentum that the particular 
piece of legislation is merely to remain on paper. The Com-
mittee are of the opinirn that unless the mandatory provisions 
are properly and effectively implemented, indiscriminate initia-
tion and dropping of acquisition proceedings will only open 
doors for corruption and harassment. 

The Committee find that the existing provisions-- ·of 
Section 2ti9P (I) of tbe Income-tax Act, 1961, inter alia 

00 .,. 



provide &bat no registering officer appointed under the Regis-
tration Act, 1908 shall register any document which purpon& 
to tran~fer any immovable property for an apparent conside-
ration exceeding Rs. 10.0001- belonging to any persoo unless 
a statement in duplicate in respect of such transfer, in the 
prescribed form, is furnished. Sub-section (2) of Section 
269P also inter alia provides that the registering officer sball 
at the end of every fortnight forward to the competent autho-
rity one set of statements received by him under Sub-aecti()n 
\ l) during the fortnight. Rule 48G of the Income-tax Rules,. 
196! has accordingly prescribed a form koowa as Form 
No. 37G which is required to be filled in and verified by the 
transferee. The Committee note that tbe total number of 
intimations in Form No. 37G recei,·ed in all tbe 29 -acquisitioa 
ranges from 15 November. 1972 upto 31 Mau:b, 1983 was 
~s high as 71.15 lakhs. These intimations bad ne.;essarily to 
be scrutini!:!ed within 9 month$ by the available staff compris-
sng one Assistant Commissioner and two Inspectors in each 
R.ange. The Memb..:r of the Central Board Direct TaJLCs in-
formed the Committee dur.ng evi6knce that •'it is difficult 
t('l cope witb'"' tbis voluminous w01k of ~crecnin& the forms. 
The Commiuee also note thal the total number of notices 
issued was only 53,.31() duri-ng the relennt period. There were 
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two v;1ays of reducing the work l~ad through filtering of forms 
either legislatively or ,administratively. The Committee were 
informed during evidence (October,1983J tbat 'deliberations 
were going .on to see that the work load is manageable". 

The Committee are glad to note that after they drew, in 
evidence, the attention of the representatives of the Ministry to 
the need for eliminating unproductive work. in ~ndlins a 
large number of relatively smaller cases, Finance Bill (No. 11). 
1984 which seeks to amend with effect from 1 JunP, 1984-the 
Income-tax Act, 1961 by raising tbe monetary limit to 
Rs. 25,000 in respect of intimations in form No. 37G h~ 
been iatroduced. The Committee hope that appropriate 
administrative measures with a view to . eliminating unpro-
ductive work will also be taken. The Committee suggest that. 
to overcome the difficulty encountered in the scrutiny of a very 
larae number of forms received from Registering autboritjea 
the Board may examine the feasibility of adoptina tbe random 
stratified sampling method, with a view to reduce the work-. 
load. of acquisition officers and to eliminate avenues . of aiJ. 
other oxtranooua eonsideratiooa. 

00 
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·do-

The Committee have been informed thal the Directo~ 
rate of Organisation and Maoqement Services (IIM:Omc-tax) • has been entrusted with the conduct of a study in respect of 
the requirements of manpower for the proper implementation 
of the provisions of acquisition. Admittedly. the work of 
scrutiny of such a Jarge number of forms witlain a. spCQified 
period by a Jimited staff is a stupendous task and. statutory 
reqijirements make the job of acquisition authorities exeeed-
iogly difficult. The heavy. inftow of work .. and equally conti-
nuous work load of screening tho forms and application of 
mind is .apt to detract Uae competent authority from con-
eentratin& OD more important job of. acquisition proceedings. 
The Commiuee sugaest that the proposed maopower study 
should be oarried out with utmost expeditioo and necessary 
action taken in the Jight thereof to ensure reasonable man· 
power for proper implementation of statutory requirements. 

The Committee find that out of 77.15 lakh intimations, 
scrutinised during the period 1 S November, 1972 to 31 March, 
198J; acquisifirOn notices were issued· in 53,310 cases, UBdor 
tho provisions of Chapter XXA of the Att. The number of 
acquisition proceedings drOpJ:ed' was 26,116. The number 
of properties for which acquisition orders. were,passed pur-
suant to proceedings was 435. Properties actually taken 
over were 15. The cases finalised were a negligible proportion 
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of those taken up. Judged by any yardstick, the achievements 
are, in no way, complimentary to the Department. The con-
clusion is inescapable that the departmental effort has so far 
failed to yield the desired results. Now, when the monetary 
limits in respect of intimations and fair market value for initia-
tion of acquired proceedings have been raised, the Committee 
expect the Department to show better results. 

The proviso to Section 2690 (1) stipulates tliat no 
acquisition proceedings shall be initiated in respect of any immo-
vable property after the expiration of a period of nine months 
from the end of the month in which the instrument of transfer in 
respect of such property is registered under the Registration 
Act, 1908. For this purpose, the publication of a notification 
in the Gazette is complete only when the Gazette containing the 
notification is available to the public. In their circular dated 21 
May, 1981, the Central Board of Direct Taxes had issued 
instructions that the notices should reach the Press at least 6 to 
8 weeks in advance of the limitation date. The Committee, 
however, find that during the period from 1979-80 to 1982-83. 
in 25 cases acquisi.tion proceedings could nottbe initiated owing 
to delay in notification. The sale consideration involved ~n 
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these cases was Rs. 36.46 Jakbs, whereas the fair market value 
was Rs. 101.46 lakhs. In one case reported in the Audit Para-

. graph, the fair market value determined by the Departmental 
Valuation Officer was Rs. 3,90,000 against the declaration of Rs. 
45,000 which only highlights the extent of under-statement. In 
this context, it is significant to note that initially the period 
was six months which was raised to nine months by the Income-
tax (Amendment) Act, 1973 with retrospective effect from 
1 5.11. 1972. That cases of failure to initiate proceedings within 
the prescribed limit continue to occur only shows the need for 
more care. Tn paragraph 3.92 of their 7th Report (Sixth Lok 
Sabba), the Public Accounts Committee (1977-78) had recom-
mended that Government should take early action to bring for-
ward an amendment to enable all cases which had become time-
barred being revalidated and re-opened. The Ministry of 
Finance had apprised the Committee in December, 1978 and 
again in December, 1980 that the proposed amendment was 
under consideration of Government. Although a period of over 
three years has since elapsed, the matter is still pending. The 
Committee would like Governn;aent- to bring forward the pro· 
posed legislation without further delay. 

Acquisitbn proceedings under the provisions of Chapter XXA 
of the Act can be initiated where an immovable property of 
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fair market value exceeding Rs. 25,000 is transferred for an 
app~t colllideration, wbltlfH l'tllt-ban the fair market value 
by. UJMC "titan I 5- per cent of the &1JParent · monetaty coosidera· 
tion. lndistriDrinate selettion of cases · for initiating -8'Cquiii· 
tiron • proceediags ·IJbt only cautes irifructuous wotk in the 
Dtapattment bot *Ito resulti in unneceuary harassment to botb 
the ttdtltfetetftraliaferee of property. ·It is, therefore,- importaflt 
that eases for itritiating acquisition proceediop are selected 
ttlth utmost eatre. The fact that oot of 53,310 cases m which 
acquisition proceedin~ were· initiated upto 31.3.1 983, as many 
as 26, 116 case! had to be dropped indicates that the care bad 
not been taken in selecting cases for i~itiating acquisition pro-
ceedings. The Committee would like to reitf:rate their · earlier 
recommendation contained in paragraph 3.91 of ·their 7th 
Report (Sixth Lok Sabha) that in issuiDg notices of acquisitien 
0f immovable property, due caution should· be exercised so that 
as far as possible only genuine cases 0f under-statement· tf 
'9alue are proceeded against. This Step would also make tbe job 
of the acquisition officers more manageable. The COmmittee 
cannot help feeling that· so many notices woadd . not- have ' been 
issued· had the lower formations followed the eitcular inttrac- · 
tions issued by the Board s"'rupulously. 
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ene common reason for mbsef~Uent droppkiJ orecqui-
Sition proceedings gk'tn by· 'the Ministry of Pinanft is tbat, 
according ·to the provisions of the ·Att, proceedings for 
acqaiStition have to be initiated ·witbin a periOd of nine ·months 
from 'the· edd 'Of the month in· which the instrument" of transfer 
is registered. Although intimations of registration are required 
to be -senr by the· Registering Officers on a fmnigbt1y ·basis, in 
actual practice longer time is taken. In order that the acquisi~ 

tion proceedings do not become time· barred, sometimes the 
competent authorities initiate acquisition proceedings even 
when they are not in possession of full facts establishing that 
conditions precedent for the order of acquisition exist. It has been 
menti\lned in this connection that reports of the Departmental 
Valuation Cell are, in quite a number of cases. not received by 
the time the acquisition procel!dings are initiated. It is only 
after tho reports of the Departmental Valuation CeJJ are received 
that the difference between the fair market value and the"'!" appa-
rent consideration is found in some cases to be not as large as 
it appeared to be in the first instance. Thus, the main reason 
for dropping the acquisition proceedings in 41 cases in 
Maharashtra, referred to in the Audit paragrJph, was that the 
difference between the apparent consideration and the fair 
market value did not exceed 15 per cent or it exceeded only 
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marginallly. This bas also been stated as one of the main 
reasons for dropping 55 cases in Bihar. Another reason aiven 
by the Ministry is that Form 37G furnished by the transferor} 
transferee before the registering authority contains only bare 
details of location, area and the apparent consideratbn. It is 
only after acquisition proceedings are initiated that full facts 
come to light Tfie Committee feel that in the light of its 
experience gained so far, the Department should do some 
hard thinking and find a solution to the above problems. 
In particular, the Department may examine in what way 
the existing form 37G needs to be revised so as to be more 
purposive. 

Proviso to Section 269C of the Act requires that before 
initiating acquisition proceedings, the competent authority 

shall record reasons for doing so. The Committee, however, 
regret to observe that in Madhya Pradesh, all the 56 cases 
referred to in the Audit paragraph had to be dropped as 
reasons for initiating the acquisition proceedings had not 
been recorded. The Committee find that in eight such 
dropped cases the fair market values were substantially in 
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excess of the apparent consideration~ i.e. Rs. 25.60 1ak.hs as 
against Rs. 8.f4 lakhs. The Committee take a serious view of 
this lapse. As to the remedial measures, the Committee bave 
been informed that on discovery of these cases the Board issued 
instructions in May 1983 drawing attention of the competent 
authprities to the man:latory provisions of th~ Act regarding 
recording of reasons in writing, with direction to invariably 
record reasons in writing before initiating proceedings for 
acquisition. Tlie Committee trust that the Board will see to it 
that the instructions issued by them in this regard are strictly 
complied with by the competent authorities. The Committee 
observe that the Central Board of Dir:ct Taxes have also 
ordered an immediate review of all the proceedings for acquisi-
tion initiated from 1.4.1981 onwards t<> locate the instances 
wherein the proceedings were initiated without recording of 
reasons in writing. They have been informed that the results 
of this review have not yet been (;Ompiled. While the Committee 
hope that necessary corrective action would be taken in the 
light of the results of the aforesaid review, they need hardly 
emphasise the imperative need for strict compliance with the 
aforesaid mandatory provisions as their non-compliance results 
in only nullifyin~ the whole work already done by the Depart-
ment. necessitating re-initiation of such proceedings which may 
sometime!! become barred by limitation. The Committee 
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4 ---------- ---"-"" _________ " _________________ _ 
would like to·be-informed~or tile- resnlts of the:rfNiew,and tlle 
follow• UP action taken ·by the Boant, purtuant thereto~ 

The Committee are informed -that the incumbent holding, 
tiJe:charge of.IAC, Acquisition.,.Madbya Pradesh, due. to whose 
failure to comply with provisins of the p.roviso to Section 269C 
all the 56 cues. mentioned in the Aud.it. paragraph,. had to. be 
dropped was compulsorily retired on 23 December 1975 and 
later on .reinstated o~ 18· October 1978 aa Appellant Assistant. 
Commissioner, Indore. He retired from service on 28 F.ebruary 
1979 pdor to tbe detection .of these case-s. In these circumstan-
ces, the Ministry have stated that no departmental action bas 
been initiated against him, nor is .the.same now contemplated. 
The Committee wish to make it clear that they .consider the 
failure to comply with the maadator.y provisions of proviso to 
Scc&ion 269C u a serious Japse. The present case only under-
scores. the need for quick di~iplinary action when. such lapses 
come to liaht. 

The Committee are perturbed over a phenomenal 
increase in the pendency of acquisition cases. As against 8,237 
cases pending as on 1-4-1979, there were as many as 26,759 
cases pending as on 31-3·1983. The Committee need hardly 

• 

~ 



~. 

point out that the prolongation of proceedings not only causes 
undue harassment to the parties by keeping them in suspense 
but also generates new avenues of corruption. The Chairman, 
CBDT conceded during evidence that they were ''also very 
unhappy about it.'' Such a heavy pendency not only points to 
the need for a review of the existing procedures prescribed for 
finalisation of acquisition proceedings but also all-out efforts for 
their liquidation. On the Committee's enquiring about the 
steps proposed to be taken to liquidate the pendency, the 
Ministry have stated that the Department is "Considering about 
introducing an action plan for partly liquidating these procee-
dings during the year commencing on 1 April, 1984." 1he 
Committee desire that the Ministry should introduce the 
proposed action plan without delay and implement it~ with 
vigour. The Committee would like to be apprised of the 
targets fixed in the action plan 1984-85 and the achievements 
made thereunder. The· Committee would also like to be 
informed of the steps, if any, taken or proposed to be taken·to 
streamline the el(isting procedure with a view to accelerating 
the pace of disposal of acquisition proceed1ngs. At the same 
time, the Committee would also like Government to consider 
the feasibility of imposing a &tatutory time-limit for the 
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disposal of acquisition orders, as in the case of other tax 
laws. 

The six specific cases of BomLay charge highlighted in 
the Audit paragraph where the difference between the fair 
market value and the app<-uent consideration was over Rs. 20 
Jakhs, show that acquisition proceedings were not pursued by 
the acquisition officers for about four years after the issue of 
notices of acquisition prior to 1 April, 1979, till the omission 
was pointed out in Audit. The Chairman, CBDT admitted 
before the Committee that pursuance action in these cases was 
resumed on receipt of the draft Audit paragraph. The Com-
mittee arc shocked to Jearn this. As for the latest position in 
these cases, it is seen that in one case proceedings have now 
been taken up, in two cases there has been a difference of 
opinion on the question of fair n.arket value between the lAC 
(Acqui~ition) and the departmental valuers, necessitating a 
reference to the Chtef Engineer (Valuation) to examint= the 
question of correct fair market value. Order of acquisitioB 
under Section 269F(6) has sin..:e been passed in one of these 
cases In vrt another case, a reference has been made to the 
Ministry of Law to examine whether it would be appropriate 
to carry out the proceedings for acquisition even though th.e 
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sale transaction in question had been approved by" the High 
Court. In the last case, the High Court of Bombay has granted 
a stay of further proceedings in response to the party's writ 
petition and efforts are under way to file suitable application 
before the High Court so as to expedite the matter. The 
Committee expect that pursuance action in all these c1ses 
wherein the fair market value determined is substantially higher 
than apparent consideration, would be taken with utmost 
expedition. The Committee would like to be informed of the 
latest position in these cases. The Committee would also like 
the Department to fix responsibility and to take appropriate 
action against the officers concerned. 

The Committee find it rather perturbing that out of the 
total pendency of 26,759 cases as on 31 March, 1983, as many 
as 1120 are such wherein no pursuance action was taken for 
over three years as reported by Commissioners of Income-tax. 
This is indicative of not only laxity at the level of competent 
authority but also of laxity in supervision exercised at higher 
levels. Such a state of affairs should cause serious concern to 
Government. The Committee would like the Department to en-
sure resumption of proceedings in these 1120 cases without any 
further loss of time. The Committee desire that in all such 
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cases responsibility for the lap5e should invariably be fixed for 
appropriate action. 

Section 269L, of the Income .tax Act, 1961, provides 
that the Inspecting Assistant Commissioner (Acquisition) may. 
for the purpose of initiating pro eedings for the acquisition of 
immovable property or for the purpose of making an order 
in r..:spcct of any immovable rroperty require a Valuation 
Officer to determine the fair market value of such property and 
report the same to him. For the purpose of determination of 
the v;Jiue, the Valuation Officer has all the powers conferred 
under Section 38A of the Wealth-tax Act. Under the atJalogous 
rr ovisions of the Wealth-tax Act and the Gift-tax Act such 
valuation by a V<iluJtion Officer is binding on the assessing 
authority. This 1s not so in respect of valuation for acquisition 
proceedings. In the D.!partm-~nfs view, it does not appear to 
be necessary to make the \ aluations by the Valuation o'fficers 
under Section 269L of the Income-tax Act binding on the 
competent authorities in the same manner as they are binding 
on the Wealth-tax Otficer and Gift-tax Officer inter alia on the 
ground that the lAC (Acquisition), being an officer of the sarr.e 
rank as Appellate Assistant Commissioner, is considered to be 
sufficiently senior and knowledgeable to go imo the merits of 
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the valuations made by the Valuation Officers· who are quite often 
officers of junior ranks such as Assistant Engineer or Executive 

Engineer. The Committee cannot accept this approach as they 
fi!el that Valuation Officers are expert in the·r field work and 
the question of relative seniority or juniority should oot 
he allowed to come in the way of acceptance of their valuation 
reports. 

· 46 instances have been ~entioned in the Audit Para-
graph wherein either the acquisition proceedings were dropped 
without recording reasons and without giving any opportunity 
to the concerned Valuation Officers who had determined the 
fair market value or the Department deemed the Valuation 
Officers' reports as incorrect/erroneous and dropped the pro-
ceedings on the basis of valuatIon reports of approved valuers. 
The Department had conceded to audit that in certain cases 
the reasons might not have been on record, but held that the 
dropping of rroceedings is entirely discretionary and cannot be 
challenged. The Committee have now been informl'd that the 
competent authorities have not given elaborate reasons in th~! 
46 cases mentioned in the Audit paragr:t ph for dropping of the 
proceedings. According to the Dep·artmt?nt, "one reasons for 
not enumerating the d'~raikd reasPns could be that th-: pro-

~ 



1 2 3 
fllitlll"ll"~-----;!"":'1~~ .. ..,....... •• .-,.....~-~~--------

·----------------------------------------
4 

visions of Section 269F(7) do not require recording of detailed 
reasons since orders thereunder are not appealable". The 
Committee need hardly point out that the discretionary power 
vested in the competent authority has to be exercised in a 
manner that could carry conviction with all. The Committee 
find that the total number of cases in which the valuation made 
by the Valuation Officers were not accepted during the four-
year period from 1-4-1979 to 31-3-1983 is 604 for all the 
Acquisition Charges except Amritsar and Jaipur for which 
figures have not been available. The possibility of excessive 
reliance having been placed on the reports of the registered 
valuers engaged by. the parties, which are titled in their favour, 
cannot be ruled out in some caseCJ. The Committee have been 
informed that the competent authorities have now been directed 
to record reasons in detail not only in the orders directing 
acquisition of pr.operty but also in cases where the proceedings 
once initiated are subsequently dropped. They have also been 
directed to consult the Valuation Officers and discuss the 
matter with them before rej>!cting or· not acting upon the 
reports given by such Valuation Officers. The Committee would 
like the Department to ensure that these instructions are com-
plied with in letter and spirit 
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The Committee find that a proposal was made at a higf:J 
level meeting of officers engaged in the administration of aqui· 
sition and valuation of immovable properties, convened io 
December, 1982 to examine the '•Iegaf pos<>ibility of laying 
down instructions to the competent authority for compulsory 
reference to the Valuation Cell in cases of apparent considera-
tion exceeding Rs. 2 lakhs in smaller cities and Rs. 3 Jakhs in 
metropolitan citie3 and if possible such instructions''. The 
Committee would like Government to give a serious considera-
lion to the above proposal. 

The Committee find that in at least three cases out of the 
six mentioned in paragraph 4.2, the vallles estimated for acqui-
sition proceedings have sin<'e been communicated by the I.A.C. 
(Acquisition) to the concerned Income-tax/Weahh-ta:x Officers 
assessing the Income/Wealth Tax in these cases. In one case. ttle 
Yalue shown in the wealth-tax retut n being lower than even 
the apparent consiJeration, the we:1hh-tax assesments for ass-
es~ment years 1971-72 to 1974-75 have been re-opened and are 
pending .. In another similar case, as the original transa~tioD 

dates back to October 1972, no further action is possible now. 
In yet another case, the assessee was carry:ng on the business. 
of construction and therefore, the property in question being 
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stock-in-trade was not shown separately in the wealth-tax return. 
In regard to subj<'cting the cases to levy of capital gains tax on 
the difference between the fair market value and apparent ~ale 
consideration, the Ministry have informed that in three cases 
the capital gain" have been brought to assessment on the basis 
of the apparent consideration ft'~T sale. In ~o far as the levy of 
gift-tax is concerned, in one case:, gift tax proceedings have 
been initiated and in resrect of other two cases, the Ministry 
have informed that the assessing officers are fully aware of the 
initiation of acqUisition proceedings and the fair market value 
estimated for the purpose of initiation of acquisition prO'!ee-
dings. The question of taking further action is reportedly under 
their consideration. The Committee would Jike to be informed 
of the further action taken in these cases. It is apparent that 
action in most of the cases is initiated only after the Committee 
are seized of the matter. They deplore such a tendency. The 
Committee desire that immediate.action should invariably be 
taken as s\>on as such cases come to notice. 

The facts narrated in the preceding paragraph show that 
in the matter of correlation in assessments under various direct 
tax laws on the one hand and coordination between competent 
authorities and assessing officers on the other, the position is 
far from satisfactory. fhe Committee are not satisfied 
with tbe ex-planation of the Ministry of Finance that 
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the officers in the Department are generally' expectep 
to suitably coordinate · with each other. In the opinion-
of the Committee, this explanation only betrays complacency on-
the part of the Ministry. The Committee have now been infor-
med that the Board are considering laying down some specific 
guidelines for coordination between competent authorities 
and assessing officers. The Committee desire that these should 
be issued without any further loss of time. The Committee 
find that in two cases, the properties were already valued by the 
Departmental Valuation Officers for purposes of Capital gains 
taxfwealth-tallt. The proposed guidelines may specifically 
require the competent authority to obtain copies of such reports, 
where available, before considering a fresh valuation for acqui-
sition purposes. As under-statements in the value of property 
detected during acquisition proceedings give an idea of the 
extent of black-money involved, the Committee desire that the 
competent authority should be required to invariably intimate 
the value determined to the jurisdictional as-;essing officers of 
both transferor and transfe:ree fot apptopriafe action. 

Finance The' discussion in' the preceding paragraphs only rein-
(Revenue) forces' some of tli'e Colnmittee's ·eitttier findings• that the multi-" 

• Hllst Report (7th Lok Sabhaj Paragraph 3'.79 
181st Report (7th Lok Sabha) Paragraph 3.16 
203rd Report (7th Lok Sabha) Paragraph 1.25 
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tude of legal provisions. modes of valuation and valuation 
authorities in the valuation of same properties has created a 
situation where property taxes have become a matter of great 
harassment as well as abuse. In the circumstances, the Commit-
tee reiterate their earlier views that the only solution to over-
come this proble·m is to set up an autonomous valuation autho-
rities for the valuation of same properties, which could apply a 
common principle of valuation and determine objectively the 
values of all real estate properties at least in the urban centres 
of the country. The valuation cerificates of the authority 
should be binding for all taxes relating to that property. The 
Committee were informed in October, 1982, that the attention 
of the Economic Administration Reforms Commission had 
specifically been drawn to the above recommendation of the 
Committee. They desire that an early decision should be taken 
in the matter. 

The Committee find that up to 30.11.1982, only t S 
immovable properties bad been acquired by the Department. 

In these properties, against the apparent consideration of 
Rs. 15.15 laklls, the fair market vatu~ estimated was Rs. 24.38 
Jakhs. Compensation has been l'aid for 9 properties at IS% 
above the apparent consideration. The Act only provides that 
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once the possession of the property is taken over, it shall. 
vest absolutely in . the Central Government. The Central Board 
of Direct Taxes had issued guidelines on 18 May, 1977 to the 
effect that properties which are not required for Government 
use would be sold, as early as possible, i~ the open market so 
that Government's funds are replenished from time to time and 
thereJis no undue burden on the exchequer in pr~viding funds 
for payment of compensation for properties acquired. The 
Committee, however, note that even prior to the issue of these 
guidelines, a decision had already been taken that tbe Central 
P. W.D. would take over the immovable properties in question 
from the Revenue authorities after the forfeiture bad become 
final. This was communicated to the Ministry of Finance on 18 
November, 1976. The Committee would like to know what 
prompted the Board to issue such guidlines for sale when a 
decision had already been taken to band over these properties 
to the C.P.W.D. The Committee find from the statement of 15 
prop~rties so far a~quired that one of the properties for which a 
compensation of Rs. l,84,COO bas been paid is tenanted and the 
tenants are payin8 only a monthly rent of R.s. 446/- to the 
Executive Engineer. 'K' Division, C. P. W. D .• New Delhi. 
Another property, a bungalow in Jalandhar, is let out to the 
Income-tax Oflcer. Yet another property in Delhi is still in 
possession of the Commissioner of Income-tax and efforts are 
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·do- being made to sell 'the same. Two of the·properties are plots in 

Meerut and it is noticed that the C.P.W.D. has not yet physi· 
cally taken possession of these plots. · The Member; C.B D.T. 
appreciated during evidence the suggntion of the Committee 
for auctioning the properties to vouchsafe the correctness of 
acquisition in the eyes of the public, for the fait market value 
would be everi more than what was estimated at the time of initia· 
tion' of proceedings. In any case, the Committee- trust that the 
properties acquired ·under the Act will be utitistd in tbe·best in· · 
terest of Government. All that the Committee are concerned 
with is that prompt decisions should be taken by Government · 
in regard to their retention/disposal. · In case, h<.'Wever. it ·is 
decided to dispolte ·of any ·of· the acquired· ·properties,·· the 
G ommttt~e· 'de site that these ~b6uld be disposed of through· open 
auttibn~ The Committee ·a:re- positive that in no case any of the· 
acqufred properties 'should be allowed to be used· for any indivi .. · 
duahsftice't of' the DcpartineLt. 

PaiN'rBD AT: ALuiiDBBP PluNTBllS. 20 DARYAOANJ, NEW DELHI-110002 
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