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INTRODUCTION 

I, the Cl~airman of thc Public Accounts Committee, as authorised by 
the Cornrnittcc, do prcscnt m thcir behalf this Thirty-Sixth Report on the 
Action taken by Governrncnt on the recommendations of the Public 
Accounts Cornmittce contained in their Second, Third and Seventh Reports 
(Fourth Lok Sabha) relating to Revenue Rcccipts. 

2. On 12th June, 1968, an 'Action Taken' Sub-Committee was appoint- 
cd to scrutinisc thc replies rcceived from Governrncnt in pursuance of the 
rwmmendations nladc by the Committee in thcir carlicr Reports. The 
SuMJomnlittcc was constituted with the following Mrmbcrs : 

1. Shri D. K. Kunte-C'orrret~~r 
2 .  Shri C .  K .  Bhattacharyya 
3. Shri K. K .  Nayar 
3. Shri h'arcndrii Kurnar Sa1w 
5 .  Shrinlati Tarkcshwari Sinha 
6. Shri N. R. M. Swamy 

3. The draft Report W:I\ c-im\idcrcd and adoptcd by thc Sub-Committee 
at their sitting held on the 8th Fchruaq 1969 and tinally adopted by the 
Pubtic Account, Conlniittcc on 3rd March 1969. 

4. For facility of rcfcrcncc the main conclusions: recommendations d 
the Committcr: havc been printcd in thick type in thc body of the Report. 
A statement showing the summary of thc main rccommcndations/obse~a- 
tions of the Committee is appended to the Rcport (Appendix In). 

5. Thc Cornmittec placc on record their appreciation of the assistance 
rendered to them in this matter by the Comptroller and Auditor-General of 
Ir~dia. 

M. R. MASANI. 
Ctm'ntla,~, 

Prt blic Accoms Committee. 



REPORT 

I. .This Report of the Committee deals with the action taken by C b ~ e ~ l l -  
mmt aa the recommendations/obseavations contained in their 2nd, 3rd 
;IPd 7th Reports (Fourth Lok Sabha), relating to Revenw Rece@s. 'Ibe 
2d and 3rd Reports were presented to the House on 7th August, 1967 
a d  7th l b p t  an ,16th November, 1967. 

1.1. The total number of k o d a t i o n s i  of thc Commi~ee in the'i 
Reports and the number of recommendations to which no replies Or i .  
qAks.have been received so far are as follows : 

------ -. 

Report Total No. No. of recorn- No. of rrcom- 
of recornmen- mendotiom mndotiom 
dations. towhichno towhichinterim 

replyhasbaen replieJ have 
received. bcearaxiwd 

1.2. A list of recornmtndiitions in rcspect of which the Action Takm 
notes are still awaited is given in Appendix I. 

1.3. An analysis of the Action Taken notes furnished by Government 
is given in Appcndix 11. 

1.4. The Action Taken notcs on tho recommendations of the Com- 
mittm haw been categorised undcr the following heads : 

(i) Rccommendations/observations that have been accepted by 
Government; 

(ii) Recommendatioms/obsctvations which the Oolumittee do not 
desira to pursue in view of the replies oE Govenunent; 

( i i i )  R~ommcndations/obscrvatims replies to which have not been 
accepted by the Conunittee and which required reiteration; 

' (iv) Recommendations/obsemtions in rcspcct of which Gaoern- 
mcnt have furnished interim replies. 

1.6. The Committee will now deal with the rtx0mmendati01[~~ in 
of which Govenunent's rcplics haw not bern accepted by tho 
and which require reiterntion. 



iia!i( ~ d i . ~ t i c ~ ~ ~  of C~rstonis B Ceritrnl Excise Tarigs-Paras 2 .26 and 2.27 
(3. No .  9 of Appendi.r VIII) of 2nd Report ( F ~ u r t h  Lok Sablta). 
1.7. In paras 2.18 to 2.27 of their 2nd Report, the Cornniittcer had 

rcfcrrcd to a case whcre a tractor, which had bccn treated as a vehicle for 
purpose of elxcise duty, had been classified as machinery for the purpose of 
c u ~ k m s  duty. Commenting on this and other casc.;, where thcrc had been 
lack of uniformity in classification of items for excise nnd customs purposes. 
the Conimittec had made, thc followin$ obscrvntions in para 2.27 of their 
2nd Report (Fourt l~ Lok Sabha : 

"2.27. Thc Committcc 1wpc that tllc Rqwrt of the Tariff Revision 
Comniittcc on custoniz W > L I I ~  rcceivc duct consideration and changes 
introduced a\ n rc\ult of that Committee'\ recommendations would 
,qsteniatiw the tarill' and brins 11 in line with niodcrn conditions. The 
Committce hope that now that the question of aligning of thc Central 
Excise Tariff with the Cuctonis Tarilf ha\ bccn referred to thc Tariff 
Rcvicion Conimittcc. with thc receipt of the report (of thc Tariff Rervi- 
 ion Committee). diRiculticS  bout the imposition of countervailing 
dutic\ ~ o u l d  be rcduccd con~~derahl>  and thc Central E w i w  Taritf 
nvuld also hc put on a nwrc scientific baris." 

1.8. In  their rcplj drttcd 2N-3-1968. the Dqmtment  of Rcwnue have 
statid : 

"The Report\ of thc Tmil Rc.t ~\ir\n Committcc. both rcgardins the 
custom4 tariff and the ccntral cxcicc taritf have bccn rcccivcd and are 
under the active con\idcration of the C;overnnit.nt of India. Attempts 
arc k i n g  madc to enaurc that the revised tariffs. wlicn introduccd. 
reduce considerably the pre4cnt difficulties in ttic imposition of counter- 
.tailing dutic~." 

1.9. The Committee hope thst Government will take an early dccidon 
on the Reports d the Tariff Revision Committee repYding Cn.sfoms Tadf 
and Centre1 Excise TW. The? woaM like to know the progress made in 
rationalising the tariff. 
Iass of Re~enrre h e  to Fraudirkrrt A lreruticmc. i r r  Bills of Etrtr~-Purus 2.55 
-2.57 CS. No.  13 of Appendis VIII)  of 2nd Report (Fnrrrth Lok Sahha). 

1.10. Jn paras 2.55-2.57. thc Committce had commented upon ccr- 
tain cases in which fraudulent alrcrations in thc amount of duty had h e n  
made in a Custom Housc both in the duplicntc and triplicate copics of the 
Bills of Entry to defraud Government Rwenucs. Thc Conlmittcc had 
made the following observation< in thi\ ctmtcxt : 

Para 2.55 : The Committcc notc that the persons involvcd in the 
irauds havc bcm or are being proxcukd. Thc Committec arc, how- 
ever. unhappy that frauds involving a total \urn of Rs. 2,35,107 haw :wen committed. They hope the authorities will take necessary safe- 
yards against the possibility of such frauds. 

Para 2.56 : The Committec h o p  that the im wemcnt in tb i  

B I: system which was roposcd to he rntmduccd and ot er measures whi& 
the Minktry intcn cd to take would eliminate rtunitics fcw f r a u d s  
Icnt altcratioas in Rill of Entry. Thcy desirc 9RP" at  a p r o p ~ r  watch 
should alw be kept on the ncw system so that C ~ C C F  of frauds nrc alto- 
gcthcr climinatcd. 



Purer 2.57 : The Committee would like to bc informed of the final 
action in cases where prosecution proceedingr arc in progress and ol 
thcl recovery of anlounts from thc perYonS concerned. 

In thcir reply datcd 3 1st July, 1968, tlic Dcpartnlcnt of Revenue have 
slatcd : 

"I'LII.LIS 2.55 8r 2.56 : The new systen~ of perforation of Bills 
of Entry with Pin-Point Typewriters introduced at the ports of Bom- 
bay. Calcutta, Madras. Cochin and Vizag. has bcen working satisfqc- 
torily. Nevcrthelcss fresh instructions havc been issued to the Custom 
HC)U?CS to kccp a strict watch on thc ncw system with a view to climi- 
natc altopthcr thc chance\ of fraucl v i r l ~  Ministry of Finance (De- 
partment ol' Rcvenuc and Inwrance) letter F. No. 55.i70'67-Cus. It' .  
datcd the 1st April, 1968". 

"I'wI 2.57 : The PAC in para 2.55 of its report has rcfcrrcd to 
thc total suni of Ks. 2,35.107 ( i . ~ . ,  Ks. 64,726-Rs. 1.70.381 ). which 
\s;is reported carlicr ;is dcfr;~udcd by M/s. 'A' and M,'s. 'H'. in the 
casc of Mis. 'R'. full extent of the fraud was not known initially. The 
anlount inwlvcd in thc fraud was subscqucntly recalculatsd with re- 
fercnce to tho invoices and the relevant rccords and thc amount of duty 
involved in the fraucl conics to Rs. 1,75.080 instead of Rs. 1,70,381. 
Thc iinlounts of dutv defrauded by the Clerk of M/s. 'A'--€HA/11/ 
135 havc sincc bcen rccovcred by-the Customs Housc, Bombay. As 
regal-ds thc rccovcrics of the amounts totalling Rs. 1,75,O8O defrauded 
by M 5 .  'R', only il sum of Rs. 24,635 has since bcen rccovcred. A 
suni o f  Ks. 1.48.944 comprising less charge due in 29 c a s e  and balance 
of Us. 1.500 duc in one casc have not yet been rccovcred. Thc Minis- 
trv of L_;nv. Branch Scctt. Bombay. havc given thcir legal opinion in 
r&pcci of the said 29 citscs that it ~vould bc diHicult to takc recourse 
to law for etkcting ~covcr ) .  on thc hasis of thc t ime-bard &mands 
undcr the Custonis Act. 1962." 

".A\ regxds the final rc'sult of the prosecution proceedings against 
the prsons involved in thc fraud con~mittcd by M/s. 'B'. four pcrsonq 
of t l~c  firm were convicted to rigorous imprisonment for varying tern. 
Regayding thc fraud committed by MI'S. 'A'---CHA-11; 1 3 ,  the clerk 
of thc clearing agcnts. who was proscxutcd in all thc cases of fraud, 
havc k c n  convicted to K.I.  for varying tcrna. but his acuxnpIice, 
UDC. in the Bombay Custoni Housc. who was also pr0scy:uted for 
criminal conspiracy in the frauds in question, was acquitted by t b  
Spccial J u d g  on henetit of doubt. The State has gone in appeal a+* 
thc said acquittal." 

1.1 1 . Tltc Committee &sired to bc furnished with t k  followinfi in- 
formation : 

( i  1 Iatcst position of the appeal caw: 
(ii n copy of the It@ opinion given by thc Ministry of Law 

(Branch Sa-rctarint, Cornboy) that In respect of 29 cases, it 
would he dificult to take moursc. of law far cffccting rccovery 
on the busis of the t ime-hc t i  demands undcr the Custm 
Act, 1962; 

(iii) whether Govcmmcnt haw considwcd the qucstion of makin 
suitablc provision in thc Custon~s Act so that rccovcrh 3 



demands in such cases of funds can be made irrespective of 
the time-bar. 

1.12. In the reply datcd the 7th October, 1968, the Departn~cnt of 
Rwenue have stated as follows seriatim : 

(i) The appeal filed against tho order of acquittal of Shri ................... UDC, Bombay Custom House, passed 
by the Special Judge is still pending in the H' Court. How- 
ever, departmental action is being initiate 3" against Shri 
..................... .simultanwusly on the advice of the 
Ministry of Law. Hc is still under suspension. 

(ii) A mpy of thc legal opinion givcn by the Ministry of Law 
(Branch Secretariat, Bombay) in respect of 29 cascs of short 
paynlent of duty, is attached. This Ministry agrces ~ i t h  the 
Ministry of Law and since the rccovcry had beconx time- 
barred undcr Section 39 of the Sca Custc~ms Act, 1878, =- 
course to Sections 28 and 142 of Cuswnls Act, 1962 u as not 
possible. 

{iii Thc question of recovering demands in cam of frauds uithout 
any time-bar has been considered by Govcmmnt. The m- 
cover). of demands in the cases wvercd b tho audit para had 
bcconu time-barrd under section 39 of & 0 Sea Custonls Acl, 
1878. The linlitation undcr thc Sea Ctstoms Act, 1878 for 
recovery of amounts short levied or not levied was 3 months. 
Howevcr, undcr the Customs Act, 1962 tho limitation for re- 
covery of amounts short levied, or not levied, through fraud 
on the part of the importcr/exporter or his agent ha\ been 
specifically incrcmcd to 5 ycars. 

In clause 28 of the Customs Bill 1962 it had bcen proposed 
that thcre should be no time linlit for issuing noti- of recovery 
wherc: duty has not b a n  lcvied or has bcen short-hied or 
has been c r ron~~ l s ly  rcfunded by reason of collusion or any 
wilful mis-statement or suppression of facts by the jmporter 
or the exporter. However, tho Select Committw to which thc 
Customs Bill, 1962, was rcferrcd commented on the p r ~ l  
clausc as follows : 

"Tho Conunittc% arc of opinion that sonic tirna limit 
should be laid down within which n notico may be served 
upon an importcr or an exporter, as the caw ma) be, for 
payment of duty not levicd, short-levied or crronoously 
refunded by rirsons of collusion or wilful  miwdatment 
or supprlrsion of the facts on his part, and they fwl that 
a period of fivc years would bc Itdcqua~c for this pur- 
pose". 

1.13. Audit have cxprcssd thc following \iews in  regard to thc qucs- 
tion af applicability of the cxtcndcd time-bar of fivc )cars providcd for in 
ScdicM 28 of the Customs Act, 1962 to thc 29 c a w  of fnuds that wcrc 
notid in tha Bombay Custom Houslc : 

"In reply to point ( i i i )  of serial No. 13 i t  hits been nlcntioncd that 
the recovery of demnds in the cascs covcrd by tho audit para had 
becoma time-barrcd undcr Section 39 of the Sca Cutitoms Act. 1878 
and that timc limit has bcen cxtcndad to five p r s  in respect of t h  



cares under the new Act [Custurns Act, 1962--proviso to the Sxtion 
28(1) W.1 

It would, however, a ar from the note of the Mi* of Law, 
Deprtment of Legal a, Bombay that the cuol of fraud of the 
type which occurred in Bombay Customs House were not affected by 
time-bar under the Sea Customs Act, 1878 as they wem not of 
sbort levy or am-levy, the fraud having been committed after the 
-assessing officer had levied the proper duty on the goods Import6d. 
The Ministry have observed in the note as follows :- 

'The question, therefore, arises whether this is a case of eon- 
levy or short-levy of duty. On the facts disclosed it appcarh 
that the instant case is a caw of short-payment of duty 
the duty w s  not short-levied although it may in effect be that 
case'. 

In Audit's view the opinion expressed by Bombay Branch of the 
Law Ministry is aot very clear whether the case is me of short l ~ v y  
or not and whether the proviso to Section 28( 1 ) could cover soch 

' cases." 

lua TIW c~nuni~tes tarl tht tb I@ pasiidolr in 6~ & 
q m t h o t t h e ~ f o r R c o ~ d d o L S . a a & s o t h . p Q s  xakl 
arrrh.b&r, T B t ~ o f R m s u c b a v e a b L s d t i J t h e p d o d d  
l L n l h L h a o p e r o t i v e t o r U t & ~ i s S ' y c u a , l n d a ~ 2 8 c r ( I C r  
C- Act, 1962 d ti& would bold good for %awq of 
amemb short levied ar not lev&d th.ougs frwda ........" H-, in 
the 29th cmes of hds in the Bombay Custams, the v h  of the 
w r r t d L o S p l ~ B o l n b a y w a t h d H m r h e 8 b c e n Y s b r t p e y . r a l *  
.al not sbort-ievy aod tbPt Section 28 ot tbe 1962 Ad wns aat ipplabk. 
I f (hEsiss~ , tbeqwst ion~wbetber t lnepet iodof6veytarsstp .b l rd  
m Sediaa 28 woald at dl be arPPILbk to Goveramcnt for enfordog m- 
owcry in c~ses of frauds of this type. The Cosunith woeM I& $be 
-t of Revenue b examine, in consultation with the h5nistty d 
Iaw, tbeprecisescopeoPSecdom28oftbe 1%2,4dPadits- 
le aaes of frauds of tbis type and ise iastroctkwrs m the subjed br tbe 
* d d I ~ .  

LUSS of Rerwurr due to lossrs c:f &.s after lrnciing at Ports, Parus 2.83- 
2.86 of 2nd Report (Fourth Loli Sabha) (S. No. 15 

1.15. In paras 2.83-2.86, the Public Accounts Comrnittoc bad ex- 
pressed concern over the loss of customs revenue on account of pilferage 
of p d s  after landing. The Committee made the following observations 
on th is  point : 

Para 2.83 : The Committee feel that it is a most anomalous posi- 
tion that the goods lost after landing at it port arc not liable to duty. 
Thc Custun~s Law docs not provide for raxvcry of duty from thc 
Port Trusts from whose custody the goods are lost. The responsibility 
of the Port Trusts extends to that of a bail= for n p r i d  of sewn 
days after the goods arc landed at thc port. As u bailw, the Part 
Trusts were cxpectcd to take reasmblc cam and caution over thre 
. d e  custody of property. The Port Trusts charge dcmunage on thc: 
goods, delivery of which is not taken within xvea days. T b  armnurt 
af thc dcniurrqp charged was Rs. 3 to 4 c r m s  in 1964-65 and atasly 



Rs. 5 crorcs in 1965-66 in Bombay Port alone. In W s e  circums- 
tances, the Committee arc of the view that the Port TruW cannot be 
completely absolved of the responsibility for the loss of goods held up 
by thcm, and it is reasonable that the Port Trust is held responsible 
at  least partly for the loss of customs duty on packages pilfered from 
their (Port Trusts) custody. The Conmitteo feel that this aspect 
needs further looking into especially in view of the fact that the value 
of missing stores has gone up in recent years. Moreover when the 
loss of goods after landing is assumed to bc due to their bcing directed 
surrcptitiously the Committcc think that thc entire position n d s  to 
be reviewed. Unless something drastic is done, thc Committee arc 
afraid imported goods will continue to be pilfered nnd surrcptitiously 
removed tlnd thc public exchequer would be put to loss. 

Pcmr 2.84 : The Committcc arc sorry to note that thc authorities 
do not psscss a conlpletc rccord of good,< lost and their value. There 
is no system of keeping such a rccord and for that p u r p  thc 
figures supplicd by the pcdicc authorities nlonc can be rclied upon. 
The Committcc feel that a propcr account of g c d s  rcccived and lost 
durinc and aftcr the scven day., pcriod should be 111nint;lincd by the 
Port Trusts and alw hy Customs authorities. 

I'crrtr 2 .85 : The Committcc also fecl that there is necd to dcvisc 
measurcs h- which the Ports do not become warehouses for the im- 
porters. till they are able to tind suitable accommodation outside. 
Such ;I tendency on the part of importers should be effectively 
discouraged. 

Prrrcr 2.86 : The Committcc were informcd during the cvidenw that 
an expert study tcutn had becn appointed to look into the matter from 
all aspects. The Conmittec \vould like to be informed of thc find- 
ings of the expert study terin~ and the actim taken. 

[Reporf c l j  the P d l k  Accorrrrrs Comrtri//ec~. 1967-68.1 
1.16. In the reply datcd 23-8-1968, the Department of Rcvcnue have 

.::,ted : 
"The problem of pilferage o f  good, from the doclc has hen engag- 

ing the attention of the Custom\ Dcpartn~ent and thc Port Trust 
Authoritm for some t m c  p;1\t. The Cwtoms Study Team which ha\ 
looked into the mattcr from all aspect\, in their Report have held that 

"The public rcvcnucs \hould not suffer for unsatisfactory 
wcurity arrangcnlcnts in thc port. We further think that 
agency which has custody of goods and which d o n e  is rcspon- 
sible for thcir security should itself have a stake in the matter 
and not be immune from the consequences of a failure to 
ensure thc~r  safet) . We. therefore. rccommend that the Port 
administration should accept liability for paynlcnt of duty 
on good\ landed in its custod) m d  pilfcrcd or  h t  there  
from." 

1.17. Thc Empowered Committee has considered the abovc recam- 
d a t i o n  of the Customs Study Team and taken the following decis'km 
thereon : 

"The Transport Ministry and the Dcpartnlcnt of Rcvcnus shauld 
in consultation with the Minktry of Law, examine the existing 
ccdurcs with a view to rationaliring the 'prcrcribcd pcriod' fa z b  



Ports shgyld. accept responsibility for custody, and also take a *I- 
sion as t& the Port's accepting liability to duty during that period. In 
respect of pilferages taking place beyond this ‘prescribed period' the 
liability to duty cannot be put on the Port organisation and if the 
custonls feel that somebody should be liable, amendment of the 
present law making the importer liable, might be considered." 
An extract of the relevant portion of the Customs Study Team's Re 

along with a copy of the decision taken thcrcon by the Empowered gd! 
mittee and thc relevant extracts from the Second Report of ,fbiic 
h u n t s  Committee relating to pilfcrags and loss of g o d s  after landing 
a& the Ports have bcen forwarded to the Ministry of Transport for taking 
implemental action thereon. 

The recommendations of the Public Accounts Committee contained in 
para 2.84 of thcir report has been notcd for compliance and suitable in+ 
tructions to the Custom Houses have issued. 

1.18. In the reply datcd 16th Dcwmbcr, 1968, the Ministry of Tran.- 
pon and Shipping have stated : 

"At present the different Port Trusts Acts or the Regulations 
framed thereunder provide for specified number of d a p  after thc 
landing of goods beyond which the port authorities shall not bc in my 
way responsible for the loss, destruction or deterioration of, or damage 
to, goods of which they have taken charge. This period varies at 
diffcrcnt major ports and is as under : 

Bombay 7 days 
Calcutta 
Madras 
Vishakhapatnam 
Coch in 
Kandla 
Mormugao 
Paradip 

5 days 
30 days 

5 days 
4 days 
4 days 
5 days 
5 days 

During thc above period, thc responsibility of a port authority for 
the loss, destruction or deterioration of goods of which it has talien 
charge, shall 

( i )  in the case of goods received for carriage by railways, be 
governed by the Indian Railways Act. 1890, and 

(ii) in other cases be that of a bailec under Soctions 151, 153, 
and 161 of tho Indian Contract Act, 1872, omitting the words 
"in the abscncc of any special contract" in Section 152 of 
that Act. 

The legal position, therefore, is that while the port authorities do 
not have any responsibility for pilferages ctc. after the expiry of thc 
days mentioned abovc, even during the said days their responsibility 
is only that of a bailee i.e. they are required to take as niuch care of 
the goods placcd in thcir custody as a man of ordinary prudence 
would take of his own property. 



Section 48 of the Customs Act, 1962 provides for the dispal  of 
imported goods by the Custodian thereof, then such goods are not 
cleared within two months from the date of unloading the& or such, 
further time as the proper officer may allow. In praotice, extension 
of time beyond two months is liberally allowed whenever the circums- 
tances so warrant. So far as the importers are concerned, there is 
thus no timc limit set for their obtaining clearance of the imported 
pxis from Customs. However, the rt authorities cannot be expect- 
ed to accept responsibility for the s aF' e custody of s for an indd- 
nite period, because, apart from other practical di f? culties, this would 
defeat thc objective to which a reference has been made in para 2.85 
of the Committee's Report. If the importers know that they can hold 
the port authoritics responsible for their goods till clearance, they will 
be encoura_sed to treat the port prcmises as warehouses. Tha rlsk of 
pilferage would also increase with prolonged storage. Thc posibiiity of 
an importer conniving in the1 surrcptitiou~ removal cannot also be ruled 
out if he knows that he would be able to claim the ' h s '  from the port. 
The prescription of a timc limit is, therefore, absolutely inescapable and 
serves as one of thc means by which congestion in the ports is reduced 
rtnd the ports are not allowed to be used a4 warehouses. 

Apart from thc above, the rates of demurrage have also been steeply 
increased to make it un-economical for the importers to use the port 
pramiscs as warehouses for prolonged periods. Those rates are kept 
under review from time to time if there is any indication of the misuse 
of the port warehouses. Even then, the recommendation made in para 
2.85 of thc Committee's Report has been brougbt to the notice lcrf all 
major port authorities for appropriate action. 

The rates of demurrage have not been fixed for the sake of earning 
more revenue but has a disincentive! to delay in clearance. For the 
reasons already explained in the preceding paragraphs, the fact of the 
port recovering demurrage charges cannot be linked with their respon- 
sibility for pilfcnge etc. The ports cannot, therefore, be made respon- 
sible for any loss, including loss of customs duty. beyond the days men- 
tioned in paragraph 1 above. In case the responsibility for the loss af 
customs duty is to be fixcd in such cases on the importers, the Finance 
Ministry may consider amending the Customs Act, 1962 to provide for 
this. 

One of the recornmendatiom made by the Customs Study Team set 
up by the Ministry of Finance was as follows : 

"Port Administration should accept liability for payment of 
duty oa g d s  landed in its custody and pil£ered or lost them- 
from." 

This recommendation was considered by the Empowered Cornmi  
set up by the Ministry of Finance to take decisions on the Study Team's 
rccummendations. The Committee decided as under : 

"The Transport Ministry and the Department of Revenue 
should in consultation with the Ministry of Law, examine the 
existing procedure with a view to rationalising the ''pmxrii 
ed period" for which ports should accept responsibility for 
custody and also take a decision as to the ports' accepting 
liability to duty during that period. In respect of pilferapes 



taking place beyond this prescribed period the liability to duty 
cannot be put on the port organisation and if the Customs feel 
that someon8 should be liable, amendplem d the pn%nt law- 
making importer liable might be considered". 

As tha issws raised are important this question has been referred 
to the Major Ports Commission which has been set up by Govezz~lem 

, to look into all aspects d the working of the major ports. (A copy of 
Government Resolution setting up the Commission is attached). 

As regards a proper account W g  kept of goods receivcd and lost 
during and after the liability period, the port authorities have informed 
Government that they can furnish information only in respect of such 
losscs for which either claims ara lodged with them or'where the cam 
arc reported to the police. In cases in which ncither of this is done, 
the port authorities have no means to know about the losses. Informa- 
tion regarding thc cases in which claims are lodged or reports are made 
to thc police is availablc." 

1.19. The Committee note that Government have refened to ftre M e  
Ports Commission the question of "ratioaalisirg" tbe Uprescribed paiog 
for which ports should accept reslpoasibihty for custody of laeded gods 
and liability to duty for the goods lost during that period. An allied qoesth 
referred to the Commission is wbelher, beyond the "presar'bed period", fbt 
importer should be made lisMe for I w  d duty aostaIaed by Govcrawd 
b t o ~ w s g e o f g o o d s l e f t i n t l c e P o r t ~ p r r n d s e s ~ t o t h e f . f 8 u e  
of the importer to clear them. The Cmdftee wodd M&e to  ROW the 
k l  decision taken on both these qaestiions. 

Sermg ,up Scpartrrc autlroritic~s f ~ r  the exercise of appellate and executive 
fun~tioris in the Deparwwni of Central Excise Para 3.30 (S .  No. 20) of  2nd 

Rcporf (Fourth Lok Si~blru) and para 2.8 (S. No. 4) of 7th Report 
(Fourth Lok Sabha). 

1.20. Thc question of separating- the executive and judicial functions in 
the C~ntral Excise Department has been raised by the Committee in their 
Reports from time to time. In para 3.70 of their 44th Report (Third Lok 
Sabha J . the Committee had drawn attention to the fact. that both in the 
Income-tax & Customs Departments, Appellate authorities had been spa- 
rated from the executive and had suggested that, "thc question of separat- 
ing the exmutive and judicial functions of the Collectors of Excise Depart- 
ment should be seriously examined so that the part~es do not have to go m 
app.a.1 to the very same persons who had already p a s d  executive orders 
in the same case." 

1.21. In para 3.30 of their 2nd Report (Fourth Lok Sabha), the 
matter was again raised by the Committee in the following tenns: 

'.3.30. The Committee note that the Board propose to take powers 
to review the orders of the Collector passed the appeal. Ihe Cbm- 
mittee a h  suggest that the question regardrng re4 
involving amounts above a ceatain limit to an 
other than the C o k t o r  should also be seriously amaidered. l[his 
would create more confidence in the appellate authority, as unda the 
presmt system the Collcctm who hear the appeals are also tht 
administrative heads of the Collectorates." 



1.22. In thcir reply dated 6th December, 1967 to the foregoing recorn- 
mendation. the Department of Revenue have stated : 

"A comprehensive rcvision d the Central Excise law has been 
undertaken and in the draft Central Excises Bill suitable provision has 
been made for rcvicw of orders passed by Central Excise O B i c c ~  on 
the lines contained in sections 130 and 131 of the Customs Act, 1962. 
For ordcrs not being orders passed in appeal, thq Board will be the 
reviewing authority and for orders passcs-in-appcal by thc Collectors 
rind the Board, thc Central Governnlcnt will be the reviewing authority. 

As rcgards the suggestion to rcfer appeals in cascs involving amounts 
abovc a ccrtaia limit to an indepcndcnt authority other than the collec- 
tor, it may be recalled that in their 44th Report-Third Lok Sabha 
(Para 3.70 S. No. 37 of Appcndix XXI). the Cornmittce had desired 
that the question of separating the executive and judicial functions of 
the Collcctors should bc seriously examined and had pointed out that 
such a separation of functions has alrcady been done-in thc Incomc- 
tax and Customs Departments. It was statcd in the Ministry's rcply 
(copy annexed), that similar suggestions had been considered by Gov- 
ernment in the past but had not been found feasible and that the mattcr 
could bc considered afrcsh when the new Ccntral Excises Bill was takcn 
up for discussion by Parliament. Recently, the Committee dcsircd cer- 
tain additional information. Thev also desired the Ministry to indicate 
reawns as to why it was not feasible to separate the execute and judicial 
functions of the Collector. A copy of the Ministry's rcply i \  annexed; 
it explains the Govcmnicnt's prcscnt approach on the question of refer- 
ing appeals to an indepcndcnt authority other than thc Collector." 

1.23. In the abow reply. a refcrencc ha; hccn made to the note dated 
15th September, 1967 (reproduced in p a n  2.7 of the 7th Report ) ( Fourth 
Lok Sabha) which is rcproduced below : 

"The Ministry of Finance in their replv datcd the 15th Scptcmbcr, 
1967 haw stated :- 

At the outset it may be stated that evcn under the cxistinfi practice 
appeals do not have to go thc vcw, same persons who passed thc cxc- 
cutive orders in thc same case. Attention in this connection is invitcc! 
to the provisions In rule 213 of thc Ccntral Excisc Rules, 1944-- 

2. The qucstion of setting up an appellate tribunal as in Jncomc- 
tax was considered more than once in the past. It  was fclt that a 
purely iudicial authority like the Income-tax tribunal might place undue 
crnphask on technical requirements which might be difficult of accom- 
plishment. It would lead to dclays in the scttlcment of disputes, en- 
courage litigation in regard to classification of goods for duty purposc3 
and ultimately hamper clearance of goods. The cxisting system was 
chcap and fairly quick and the volume of work was not likelv to bc 
sufficient to iustify settiw up of wholetime appellate tribunals. The 
analwy of incomc-tax is not applicable to customs or Central Excisc 
appeals! income-tax is assesscd with reference to thc 'previous year' 
while customs or cxcisc duties are assessed before the goods are about  
to pass into consumption. 

3. In this conncction, the proposal for constituting AppeUatc Cd- 
lectors as the Customs was also considcrcd. In Customs, such Appcl- 
latc Collcctors started fiincti~ninji onlv in April, 1963. Thcy hear 



~aRajnstdocia ionsofol io lPt icenotbertba~tkwaafdw,Cdlec~~ 
of Customs. Thc Appcals against the d e c i s i i  of the CogOolrr of 
Customs still lie to tbe B a d .  No change was ma& in tbs procodurc 
for d e a l h  with revision appflcaths. Horotver. tbe exgett#l0t witb 
Appcllatc Cdlectors was new and its umkhg was to be watched for 
somedme before anv firm ~0w~1usions could be drawn. In view d a3A, 
tha draft Central Excises Bill amtains provisions only to condDut the 
existing procedure under the Central Excise and Salt Act, 1944 and 
the rules made thereunder." 

4. Recently, the Customs Study Team has examined tbe working 
of the Appellate Collectors and have recommended as follows :- 

"92. Appellate machinery somewhat on the lines of I-- 
tax appellate tribunals should be set up. They may deal with revi- 
sions applications against the oders of the Appellate Cdlectar as 
also against the orders of the Collectors. (7.14)." 

"94. In case of delay in sitting up of such machinery, at )tut 
the appeUate and revisionary functions sboyld be separated from tbt 
executive and administrative functions by suitable arrangements at 
the Board's and  government*^ level. (7.15)". 

The above recommendatiws are still under consideration snd it 
will take some time before Government's decision thereon io avail- 
able. It is also understood that Administrative Refonn~ cbmmkion 
are looking into this very question. The Board has, therefore, kept 
the question open for the tima being. 
5. The draft Central Excises Bill is still under scrutiny in Coasalta- 

tion with the Ministry of Law, in the light of tba cormnurB and sugges- 
tirrns received from tbc Collectors of Central Excise, Director of Lns- 
p t i o n .  Customs and Central E x c k  and the amxmcd Ministries. 

"The above recommendations are still under consideration and it 
will takc some time before Government's decision thaeoa is available. 
It is also understood that the Administrative Reforms Commission are 
looking into this very question. The Board has. therelore, kept the 
question open for the time being." 
1.24. The Public Accounts Committee had after considering tbe 

Ministry's note datcd 15/9/67 made fdlouing 0bservat.h~ in par- 2.8 
of their 7th Report (Fourth Lok Sabba) : 

"2.8. Thc Committee would like to reiterate their observatloos con- 
tained in para 3.70 of their 44th Report. Tbey dcsire that the qucstian 
of setting up separate authorities for the exerdse of judicial and e m -  
tivc functions in the Department of Central Excise should be examined 
seriouslv m all its aswcts and an early deeish takan." -.. 
1.25. In their reply dated 13/5/1968 to para 2.8 of 7th ~ q o r ?  

(Fourth Lok Sabha), the Department of Revenue have stated : 
"Thc Committee's observations have been noted. Ths matter MlaM 

hc. given fun consideration in. tbe light of the dadsion on the Report d 
the Customs Study Team and on r&t of tba recommend.t3ons of tbe 
Administrative Reforms Commission in thrs b e W .  Thb M b h f y  
would also like to profit by the vicws d tbe PartOament as expaw4 
in drt Joint Select Commimt and the two Houses during fbx&on C!Q 
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' .  the Central Excises Bill which is likely to be introduced in the Parlia- 
m6nt d u k  the next session." 
1.26. Tbe Committee note that Government have yet not come to a 

declaion on the question of sepprtlting the execatfre and appellate fnndioas 
in tbe Central Excise Department. They also note that the recommends- 
'ti- of the Administrative Reforms Commission in this respect are dill 
awaited. The Committee would like Government to come to any early 
decisiin on this question. 

~ e l a ~  infroriuring the Central LLrcisvs Bill-2.3 ( S .  No. 3 )  of 7th 
Reporr (Fourlh Lok Sabhu) 

1.27. In para 2.1 of their 7th Report (Fourth Lok Sabha) the Corn- 
rnittee exax&& the question of legal authority for giving retrospective effect 
to excise duty exemptions. Taking note of Government's reply that such 
authority was being provided for in the draft Central Excise Bill, the Com- 
mittee made the following observations in para 2.3 about the delay on thc 
part of Government in introducing the Central Excise Bill. 

"The Committee regret to note that the Ministry of Finance have 
taken a considerably long time in scrutinizing the provisions of the Bill. 
They hope that the Bill in question will now be drafted in consultation 
with the Ministry of Law without any further dclav and brought before 
Parliament as earlv as possible." 
1.28. Ln their reply dated 13-5-1968. the Dcpartn~ent of Kcvcnue Iisvc 

stated as follows :- 
"The Committee's observations have been noted, Delay in intro- 

ducing the Central Excises Bill in the Parliament has been caused be- 
cause of comprehensive nature of the lefiislation and a vent large num- 
ber of comments suggestions received from the Collectors of Central 
Excise on the draft Bill which are under examination in consultation 
with the Ministrv of Law. This Ministry expects to introduce the Bill 
in the next Session." 

139. Tbe Committee understand fbat the proposed Central Excise Bill 
wns nd introduced doring July-Aognst and November4kcerabnr - 
(1968) oC Partinme& They hope tbat tbe Middry of Fknnce win take 
steps to introduce tbe Bill withoot frather delay. 

Income Escaping Assessmeni-Paragraphs 2.13 to 2.1 5 (Sr .  No. 6 of 701 
Report (Fourth Lok Sabhu) 

1.30.-2.13. In paras 1 . I  60, 1.1 61 and I . I  62 of their 46th Report 
(TMrd Lok Sabha) the Committee had pointed out that incomc to the ex- 
tent of Rs. 26.64 lakhs involving approximately a tax of Rs. 11.56 lakhs 
has escaped assessment in the hands of a company. 

2.14. Bridv the facts are that a ioint stock company had a paid-up 
capital of Rs. 38.79 lakhs. Rs. 38.74 lakhs of this share capital stood 
rePistercd in the name of one ~erson and the balance of Rs. 5,000 was beM 
bv another. Of the sum of Rs. 38.79 lakhs, Rs. 38.05 lakhs represented 
prefrrmce shares entitled to a fixed rate of dividend of 10 per cent. No 
dividend had been paid on these shares since 1948. Tbough the share5 



stood registered in the name of he wo persons, hey were actually transferred 
under blank transfer from time to time to certain other companies belonging 
to  the same m p .  

2.15. On 31st May, 1955, a block of these shares held by one of the 
companies was transferred by it to a second company within the group 
which, in turn, sold all these shares to a third company belon&g to the 
same group. On 31st October, 1955, dividend for 7 years was declared and 
the third company which held the shares at the time became entitied to 
the entire dividend of Rs. 26.64 lakhs. The dividend income of Rs. 26.64 
lakhs became assessable in the hands of tho third company for the assess- 
ment ycar 1956-57 but that company did not submit its return of income 
for this year on the plea that its books had been seized by the Special 
Police Establishment. An ex-parte assessment was, therefore, made on 
17th March, 1958 cdimating thc incomc of the company at Rs. 86,488. 
Thc dividend incomc of Rs. 26.64 Inhhc in thc hands of that company thus 
escaped acisescment. 

1.3 1. Commenting furthcr on thk case, the Committee made the follow- 
ing observations in p a r a ~ a p h s  2.20 to 2.23 of their 7th Report (Fourth 
Lok Ssbha) :- 

2.20. Thc Committce n o t ~  that Government propose to mess  the diki- 
dcnds in thc hands of the Company as well as in the hands of six nomi- 
nccs as a. protective measure and that instructions have been issued to cam- 
plcte early invcstigations regarding the real ownership of the shares on 
which dividends have been distributed. 

2.21. Thc Comrnittcc nccd hardlv stress thnt Government should com- 
plcte thc invcstigations earl\ and takc everv care to ensure thnt the taxcs 
due on thc dividend rcccivcd by bencficiarics are collected. 

2.22. The Committee would also like to stress that the review of other 
companies in the Group would be completed early so as to ensure that 
large amounts of dividends dcclarcd have been accounted for by the share- 
holders in  their income-tax returns and that taxes due on them have not 
bccn evaded. 

2.23. The Committc would like Government to ensure that the instruc- 
tions issued under the Central Board of Direct Taxes letters No. 64/ 
163/66-IT(Inv), dated the 29th May, 1967 on the subjects of the failure 
to furnish returns under Section 286 of Income Tax Act, 1961 and evasion 
of Income-tax by blank transfer of shares by companies of the same group 
are strictly nivcn effect to bv the Income Tax officers, so that cases of such 
a nature do not recur. 

1.32. In their reply dated the 28th !kptcmber, 1968. the Deparrmenr 
of Revenue have stated : 

"The obscrvntions of thc Committee in Paras 2.21 and 2.22 of their 
Seventh Report 1967-68 have been noted by the Government. The 
Cbmmittee will be informed of the final po6ition. A copy of the ins- 
tions h u e d  in compllancc with the directions d the Committee in para 
2.23 of their report is e n c l d "  



1.33. The Committee asked thc h p a r t n ~ n t  to fumish the foknving 
information :- 

(i) the presknt position of investigation of the case; 
(ii) e p s  talien in pursuance of the recommendations of the PAC 
d ia ppca 2.23 of the 7th Report to hrrplement the instmc- 
h a s  issued by the Board d Direct Taxes to check evasion of 
tax with particular refoms to : 
(a) vro~nss made in openiffg the mgis~ers prescribed for 

watchinr the filing: of returns b y  companies; 
(b) action taken in cases of the default and the number of 

urosccutions launched for failure to furnish returns. 

1.34. In their reply dated the 4th December. 1968, thc Department of 
Revenue have stilted : 

"Action has been taken in thc case of M/s. 'A' Ltd. at Calcutta 
for taxinn the dividends by reopening the assessment mder Section 
148. The assessee has filed a w i t  and the court has grantad an injunc- 
tion. . . . . The Commissioner of Income-tax has been asked t~ poiat out 
to the Standing Counsel that a huge amount of dividends which should 
obviousl~ havc been taxed at one of the places, has not been taxed by 
a ckver dodge on the part of the assessee and the Carnw1 should at 
least make an effort to have the iniunction vacated. Action has also 
been initiated to assess &e registered strareholder Shri.. . . . . . . sirtoe 
there is some dffficultv about whom the red beneficiw is. AF far as 
M/s. 'B'. . is concerned. the Commissioner of Income-tax (Central) 
has inforrncd that it has no asset., and no useful purpose will bc serv~d 
by start in^ action against that companv." 

Re . 2.22. "Evcn txforc the letter was receivcd letters had gone 
out to the officcrs assessing thc important shareholders who had received 
dividends of Rs. 25,000 ahd above in the vcar 1954-55 from the com- 
panies of the moup. Many of the dividcnds have already been report& 
to have been accounted for bv the sharebolden concerned. 'In rasptxt 
of the remaining. reminders arc being issued to havc the verification 
comdcted. 

Re : 2.23. ( a )  Rcgistcrs havc been prescribed for wachinp the filling 
of return by comp.a&s and all the Commissimers of Income-Tax h:rvc 
rrported that such registers are being properly maintained. 

(b) TWO caws of prowcution so far been launched for failure to  
furnish returns." 

1.35. TkeCamnittce ndewitLc~o~urra(h.t the hmme&x 
hare aot jet mcceeded in tax& tBe dividend income Puwalf.R 
Whs which h a s  escaped assessment since 1956-57. The Commllttcc daslrt 
W e u t y n d i o a s L o r d d b e t . l r m ~ < ; o v ~ t o ~ t L e i a j a l # l i o a @ c d  
bv the comt aphW reopening of the a s s t s s ~  ndn & 148 vacdsd. 
The nswsrnent ot the registered shareholder may also be expedited. 

T b e C o m m l t t a b o p e t h . t f b c C e m t # l ~ M r r c t ~ ~ I r ; o t p a  
r n b e b c w r r t h e p r o ~ v s s a d e i . ~ ~ ~ h r p d p l l t ~ w b o  
h.d mxived df*SdcpdieonRs. 25,000ud 8 6 o v e I r  aleyear 195657 ob 
words from tbe companies in the g m p .  





RECOMMENDATIONS/OBSERVATlONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendation 
While the Committee are dad that the percentage of variation in Tax- 

Revenue has come down to 7.09% in 1964-65 from 18.24% in 1962-63 
and 10.99% in 1963-64 they find that the revenue receipts of the Govern- 
ment of India for 1964-65 had exceeded the budget estimate by as much 
as Rs. 104.78 crores. Since the exccsyes in revenue receipts persist from 
year to year and as the variations are fairlv wide and the percentage of 
variation in Tax Revenue is even now as high as 7%, the Committee would 
like to reiterate the recommendation made in para 1.10 of their 44th Re- 
port 1966 (Third Lok Sabha) and expect that the Ministry would trv to 
frame the Budget estimates more realisticall\ SO as to ensure that variations 
between thc estimates and thc actuals arc kcpt to the minimum. 

[S. No. 1 .4ppendiu \'IIl-Para No  1 9 of Scconti Rcpor-1--Tourth 
I d  Srtbhal 

Action taken 
The observations of thc Public Accounts Committee have been notcd 

for necessav action. 
[F. KO. 2 '20 '67-Cur. (TU) 1 

Recommendation 
The Committee hope that, with thc various measures taken by the 

hlinistry, it  would bc poshiblc to make future Budget estimates more rcalis- 
tic and the variations bchvcen the estimatc and thc actuals would be s u b  
stantidv brought down. 

S. No. 2 Appendix VIII-Para ?;o. I .  15 of kcond Rc~xm-l'ourth 

Action taken 
The obsemations of thc Committee have 

action. 
[M. of F. (Revcnuc and Insurnncc ) 

bccn noted for ncccszur) 

F. No. 2 21  h74 'u \ . ( l  U 
dated 29-1 - 1968 l 

Recommendation 
U'hile the overall variation bctwecn the Budgct cstimatcs and thc 

acluals for Customs Revenue showed ;I downward trend in 1963-64 the 
Committee find that the percentage of variation had increased in 1964-65 
and this was even higher than the figures for 1962-63. In many cases. tbc 
pattern of variation under different h e d s  was such that the actuals varied 
widely from the estimates. Thcy also find from evidence that the variations 

16 



were mainly due to mid-term measures taken by the Government. The 
Committee would like to urge upon the Ministry that when G o v c ~ t  
initiates any mid-term measures which tend to increase or demase @ties, 
the rpatter should be brought to the notice of Audit in time, so that the 
tact 1s taken due note of before the Audit para is finally included in.'the 
Report. 

[S. No. 3 Appendix VIII-Para No. 1.23 of Sccond ~ e p o r t - h r t h  
Lok' Sabhal 

Thc observations of the Committee have been noted for necessary ac- 
tion, mid-term measures undertaken vide Fiance (No. 2) Act, 1965, 
were brouht to the notice of the A.G.C.R. at the draft stage of the Audit 
Report (Civil ) , 1967. 

IMin. of Fin. (Deptt. of Revenue & Insurance) F. No. 2/22/67- 
Cus. (TU) dated 27-2-1968) 

Recommendation 
The Conlmittee hope that the Ministry will continue to makc effort5 

to prepare their estimates more realisticallv so that the wide variation bet- 
ween the estimate and actual is reduced to the minimum. 

[S. No. 5 Appendix VIII-Para No. 1.44 of the Second Report- 
Fourth b k  Sabhal 

Action taken 
The ob\t.rvations of the Committee have been noted for nccctssary 

action. 
IF. NO. 2 /23 '67€~s.(TW)] 

The recommendations of the Committee have been noted. (This has 
been vettcd bv audit vide Comptroller & Auditor General's of India letter 
No. 1775-Rcv.Ai397-67/IV, datcd 1541968).  

[F. NO. 83/20/68-ITBJ 

The Committee fmd that even though the thet of cdlection in terms 
of percentage had remained almost the same as in 1963-63. the actual ex- 
penditure for coUmtion had pone up  by Rs. 2.33 crores. The expenditure 
on the Department has increased by another Rs. 1.48 crow in 1965-66 
as compared to 1964-65. Fmm the cvidcnce and the note thev also find 
that the incrcasc has been mainlv due to 0) creation d additional post5 
(ii) accrual of increments (iii) revision of rate of allowances to the staff .  

The Committee would like Government to keep a careful watch on the 
prapess made with the clearance of arrears of assessment. They also ex- 
rn that with the appointrncnt of additional staff, there would be better 
dection of revenues. Thev would like to watch, through future Audit 
Reports (the rcsults achieved by the Department in this connectian). 

[Serial No. 6 (Paras 1.55 and 1.56) of Appendix VTn of tho' Second 
' . Report (4th Lok Sathall 



All the Commissioners of Inane-tu and Colloctorr al Central W/ 
~ ~ 0 a r ~ h a w : b a e n o r k a d ~ k a c p a c l o s e w o t c b o a ~ o ~ t ~ ~ m d a i n  
tbec)arntooeofrmrrsofrrs~suneata.ud&tiondrovcnuara A m y  
of dre instructions issued to them is enclosed. The Boards also kcsp a 
careful watch bv montblv and periodical reports and statistical statemrtnts 

[F. No. 7/40 j67€00rd.] 

F. NO. 7/40/67-Cd. 
GOVERNMENT OF INDIA 

MINETRY OF FINANCE 
(Department of Revenue & Insurance) 
New DcUu', the 1 1 th September, 1960/ 

203r Bhdra, 1890 ( S a h )  
From : 

Shri . . . . . . . . . . . . . . . . . . 
Under Secntary to the Government of India. 

To : 
A 11 Cdlectors of Cmlral Excise/ Custonw. 
All Commissioners of Incometar. 
The Narcotics Commissioner. Gwaliw. 

Sir, 
Public Amunts Commitve-Smond Report- 
Para 1.55 and 1 S6 reaatdina 'Cost of Co1lec~ions'- 

I am directed to enclose a copy each of para 1.55 and 1 5 6  of the 
SeCaad Report of thc Public Accounts Committee (Fourth Lolr Sobha) 
and to state that vou wwld no doubt be a w m  of Government's enxietv to 
reduce the cost ot collection of r e v w e .  The Public Accounts Canmittce 
at* much lmDortnnce to this issue. 

2. Tbere has been augmentation of staff in the recent past in some of 
the O ~ W S  and it is expected chat those cbarM with the cotlaction of reve- 
nues, etc., will improve upon the records of previous years in this matter. 
I shall, therefore, request yon to nview quarterly the progress made in tbc 
cleatance of assessments/and or coUection of revenues having spacial 
regard to the auplmeatation of staff and consequential increase in cort of 
Cop- and rcoon to the Board concernad, 

Plw* acknowledqic receipt of this letter. 

Yours faithfully, 
Sd/- 

C& also to Ad, IVA/WI/CX-I/Cus-III/IT(Mit) Section. 
Sd /- 

Under Sccreiary to the Governmni of  ~ndla: 



RnolorPwrl#ln 
While tbe Committee are glad that the rentage d ia Tax 

Ravcnuc has cwa doam to 7.09% in 1 9 ~ 5  ba. 18.24% h 196-243 
and 10S% in 1963-64, t h ~ y  find tbat the revenue r w  of the CAW- 
ernment of India for 1964-65 had exceeded the budget estimate by as 
~BUC~J as Rs. 104.78 crores. Since the excesses m revenue receipts persists 
from year to year aad as the variations ate fairly wide the percentage 
at variation in Tax Revenue is even now as high as 7C/c, thc CTclarasi#ee 
tvauld like to miterate the recommendation made in para 1.10 d their 
44th Report 1966 (Third Lok SabTi-a) and expect that the Ministry would 
try to frame the Budget etimates mon: realistically so as to ensure that 
variations between the estimates and the actuals are kept to the minimum. 

IS. No. 1 of Appendix VnI to the 2nd Repor t4 th  b k  W h a l  
The h m i t t e e  hope that, with the various measures taken by the 

Ministry, it would be possible to make future B-t oatimatcs more 
reatistic and the variations between the estimates and tba actuafs would 
be substantially brought down. 

[S. No. 2 of Appendix VIII to the 2nd Report-Qth Lok Sslbhal 
While the overall variation between the budget estimates and the 

lchlals for Customs Revenue showed a downward tmrd in 1963-64 tbe 
Committee find that tho perixntage of variation had iacrraJed in 1964-65 
and this was even higher than the fi-gures for 1962-63. In many cases, the 
pattern of variation under di&rent heads was such tltiat tht actuak Mlied 
widely from the estimates. They also find from evidence that the vatiathm 
were mainly due to mid-term measures taken by the G o y c ~ t .  The 
Committee would like to urge upon tbc Ministry tbat when Govarnmcat 
initiates any mid-term measures which tend to increase or decrease duties, 
tbe matter sbould be brought to the notice of Audit in time, so that the 
fact is taken due note of bcforc thc Audit para is finally included in tbe 
Report. 

IS. No. 3 of Appendix ViII to the 2nd Repor t4 th  Lo); Sabha] 
Even though the petcentage of variation bet\k.een the actual receipts 

lrod the budget estimates for the ycar 1964-65 in respect of ''Eiffise 
Duty" whsa compared with the corIier year was less, tbe Committee find 
that under some of the heads like 'Plastics' 'Sodium Silicate', W0011eo 
Yurn' ctc. the variations were fairly substantial. From the evidence the 
Committee find that the reasons for such variations were mainly : 

( i )  oven when tbe cover- for plastics was changed, the Depart- 
meat failed to a s s  the daaacial implication proper&; 

(ii) proper statistics in respect d the praduction of M u m  Sili- 
catc was not availabla; 

(iii) change in the production programme of motor cars and the 
import of the for:ign ports therefor were not adequately taken 
note of at the time of preparing the budget estimates; and 

(iv) the lack of propcr liaison with the Minisay concerned rcwhed 
in the failure to take note of the big increase in the pabac- 
tion of Wphnric Acid. 

In .U thtoc, cases the Commit- fotl that the cftimats mud have 
baea fmad with greater accuracy if only the Ministry bad t a k a  m e  



initiative to keep itself informed of &veEopmcnt. They, however, hope that 
the Ministry would benefit from their experience and would try to effect 
better co-ordination through m&urcs such as are stated to have becn 
introduced in ofher Ministries in collecting uptodate  information and 
frame the estimates more realistically. 

[S. No. 4 of Appendix VIlI to tho 2nd ReportAth Lok Sabhal 
The Committee hope that the Ministry will continue to make efiorts 

to prepare their estimates more real is t idy so that the wide variation bet- 
ween the cstimate and actual is reduced to the minimum. 

[S. No. 5 of Appendix VllI to thc 2nd R e p o r t 4 t h  Lok Sabhal 

Acdon taken 
The obscnrttions of the Committee have been notcd. In this connec- 

trm a referenW is also invited to thk Ministry's Memorandum No. F. 
8(15)-B/66 dated the 27th October, 1966 to the Public Accounts Com- 
mittee which explains the ~ t eps  taken for improving the budgetary techni- 
ques in rcqxct of the recelpts under the main heads of revenue. With 
reference r c )  the concludmg sentence of S. No. 3 it may be added that the 
nud-tcr 11 mcasurcs undctralen in 1965-66 through Finance (No.  2 ) Act. 
1965 were brou$t to tbc notice of the Accountant General. Centni 
Revenuc at the draft stage of the Audit Report (Civil) 1967. 

2. M it11 rcgard to the Cotnmittec's obccrvatmns at S. Nm. 4 6. 5 abovc 
it may further be added that it has becn the constant endeavour in rcccnt 
years to inlprove the budgeting technique. The concerned Minisub/  
Departments are now awxiated in the taA of budgeting. Necessary data 
regarding expected production obtained from them and arc judged in the 
hght of actual performance revealed by the statistics available in the 
Ministry. Thereafter the estimates are finahscd aftcr discussion in an inter- 
Ministerial meeting. 

3. As rsyards the e.tirnat~on of additional revenue in respcct of the 
budget propnsaic which cxtcnd the Ccntral F ~ c i s e  Icvt to ncw commoditia 
or extend thc coverage of existing commodities already under excise, this 
Ministry ha< to work under certain limitations for reasons of secrecy. For 
these purpoqes. this Minktry has to rely larpely on whatever published 
data are awlable which may not always hc up-to-date. 

The Committee f b d  that even though the cost of collecfion in terms 
of percentage had remained almost the same as in 1963-61, the actual 
fxpenditurc for collection had gone up by Rs. 2.33 crorcs. The expend- 
ture on the Dspaxtment has increased by another Rs. 1.48 crorcs in 1965- 
66 as con~parcd to 1964-65. From the evidence and .the note they also find 
that the incrcau: h s  bcen mainly due to ( i )  crcat~on of addit~ond p t ~  
( i i )  accrual of incrcmcnts (iii) revision of rate of dlowances to the staff. 

The Committee wc~uid like Govcmmcnt to keep a carcful ~ a t c h  on the 
piogress made with thr clearance of arrears of asse~sment. The also 
cspect that ~ i t h  thc appointment of additional staff, therc would bc bctter 
collection of revenues. They would likc to watch, through further Audit 
Reports (the rciults achicvcd by the Department in thk connection). 

IS. No. 6 of Appendix VIIl to the 2nd Report--4th b k  Strhhal 



Action taken 
Necessary reply in this re rd will be furnished by the Department of 

Revenue and Insurance of f is Ministry. 
[Ministry of Finance (Deptt. of Economic Affairs) O.M. No. 8(28)- 

B/67 dated 6-6-681 

Recommendatioa 

The Committee feel that it would bc advisable to keep the existing 
pattern of import and indigenous elcmcnts in view while revising the rates 
of drawback. 

[Scrii~l No. 7 (Para No. 2.9) of Appendix VILIt 

All-Industry drawback rates are normally reviscd whenever there are 
major changes in the Customs and Central Excise duties and in making 
such revi\ion, thc existing pattern of import and indigenous element is 
taken into account ~hcrever  it i\  readily rtsccrtainablc. U'herc the exis- 
tlng pattcrn of import and indigcnou> clcnlcnt is not rcadily ascerta~nablr., 
the rates are rcviscd only on the basis of changes in the duties with the 
concurrencc of the Revenuc Audit and simultaneously action is taken to 
ascertain the pattern of imported and indigenous element in consuItation 
with Directorate General of Technical Dcveloprnent and trade and there- 
after the rate:, are revised. The Audit to whom the draft war shown have 
stated that they havc no comments to offcr. 

[3lini\tr! ot Financc. (Dcptt. of R ~ \ ~ n u c .  6 Insurmic) O.1Li. Yo. 
Misc/47 '67 -DBK dated 28-10-671 

Further Rep!\ 
In futurc Industry-wisc drawback ratcs of conutioditic~ where the 

amount of draubacA i\  substantial, will bc revicwed periodically. Thc 
Audit to whom the draft uas shown havc statcd that they have no conl- 
ments to offcr. 

f\lini\try of Financc (Dcptt. of Rev. S: Insurance) OAI. NO. M k .  
47/67-DRK d a t d  28-10-h7j 

The Conmittcc regret to note that there was a loss of revenue to the 
extent of Rs. 89.796 on account of the disreg~rding af instructions exist- 
ing In the matter. Thcy h o p  that learning from this case, it would be en- 
joined upon all concerned to pay due regard to the procedure prescribed 
in,such matter< and the Board would also take serious view of similar 
dcvi;ltion% in future. 

IS. No. 10, Appndiu Vll l  to Sc.ccwd Kcport-Fourth Lol, Sabhal 

Action taken 
'Ihc rtxomncndations of the Committcc have bcen noted by the Gov- 

cmment. A copy of thc latest instructions on thc subject issued on the re- 
commendations of thc Customs Study Team is enclosed. 

Ir:. No. 2 '27/67-Cus.(T.U.) 1 



UEGISTERED 
F.  No. 25/13/6&Cus. (T.U.)  

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

(Department of Revenue & I-) 
New Delhi, the 18th M a d ,  1968. 

Fnar 
Tht Sh-retary, 
Empowered Comnilttce. 

To 
An Collectors of Customs 
AU Collectm of Central Excise 
Deprty Collector of Customs, V*ptnaru 
Asstt. Cukctor of Customs, Kandla. 

Sir. 
Sun :-Reco~tumwduiorl No .  13 of Part I crf the repert oj tlw Cti.floms 

Stldy Team-Implemeuial Inslrucrion No. 24. 

Reccunmendation No. 13 4 Part I of the report of the Customs Study 
Team and the decisioa of the Govemmcnt of India thereon arc reproduced 
below :- 

"As far as possible assessments should be finalised before clearance; 
but where doubt persistc provisional assessment procedure should be 
adopted (3.22)". 

"Accepted." 
2. An extract of para 3.22 of the Customs Study Team's report &kg 

the background of the above recommendation is also enclosed. 
3. The emphasis in thjs recommendation is on arriving at a final d e  

cision on assessments quickly. Provisional assessment procedure is to be 
adopted only when a final decision even at a high level cannot be t&m 
quickly. In such a situation where doubt as to the comct classification and 
assessment persists, C.B.R. Customs Instruction No. 4 of 1924 laid down 
as follows in para ( i l i )  :- 

"lf hc is unable to come to a conclusion, hr will asscss at the rato 
most favourable to Government, since Govemmcnt have no appeal in 
the other case, whereas the assessee has a right of ndrrss". 
This was nccessaq then. But with the introduction of thc provisiod 

assessment procedure in the law, the position has changed and the cxtnrct 
of the Board's instruction, rcproduccd above is no l o w r  valid. The follm- 
ing would be the alternatives and the &r of prcfem~x among t h m  :- 

(i) Amving at a Anal assessment quickly, if necessary by sub- 
mission of case to senior o!tlcen; 



(ii) Adopting the provisionel assessment procedure, but when the 
trader prefers to the higher duty and claim maund later, 
aesessing on ttic &er h i s .  

4. These instructions may be issued to the Assessing OfEcers and com- 
pliance reported to the Boand for information. 

Yours faithfully, 
MI- 

Secretcrry, Empowered Cotnmittee. 
End : AF, above. 
Copy to :- 

1. D. L (C&CE)/D.R.Z./D.C S&I Branch. 
2. P. S. to Chairman ( EdrC) /M(CX-B) /M(CUS) /GCA/OSD, 

( CX) /Cammissioner (Rev. Applications). 
3. All Of6ctrs (including I. 0s . )  and Sections in the Customs/ 

Land Customs/Excise Win&.. 
4. Bulletin & Manual Section (with 4 spare copies). 

a/- 
Seeretun, Empowered Comrtiittee. 

EXTRACT OF PARA 3.22 OF PART I OF THE CUSTOMS 
STUDY TEAM REPORT 

Besldes speedy disposal, another feature, oC equal if aot greater impor- 
tance, of a good system of scrutiny and x,sessment is "accuracy". A point 
was m,de before us by some sections of trade that tbc apptaisers always 
chose to levy the higher duty. In deciding on the assessment of the very 
large vrrricty of goods compri\lng our import trade by afiying the custom! 
tariff scheduk designed to cover all g& and also the central cm&c 
xbcduk, which has gcatly enlarged its scope in recent years, doubts as 
to whlch ot two or more possible rates is the correct rate may well arise 
In the w d s  of the appraiser. With technological advances adding new 
Items to international trade, the soope for such doubts widens; and yet 
prolon_yt.d consideration or consultation heping the \ in dcention is 
undes~rablc. In such a situat~on the solution\ woul 8"- be to assess at thc 
higher rntc and leave ~t to the importer to file a claim for refund after 
clearance of h c  good\ or to a\sess provisionally and adjust the duty finally 
after clearance. But thew method\ also have drawbacks. As far as 
ble asressmmts should be finalised md not kept provisional or in 
when thc gotd5 arc clearcd \o that the importer ma} then deal with the 
g(x& in f u l l  hnowlcdpc of his co\t.i. For the d e p m t   id^ 
dswssrncm which are provisional or may have to be reopened mean avoid- 
able incrcasc in work The most suititbk arrangement would, M r e ,  
appwr to hc. that every case of doubt is put up by the appraiser to the 
assistunt collector and thc assistant collector seriously endeavours to deter- 
mine the final assessment. If he is also in doubt the case should be put up 
to the deputy collector, if there is one. If tbcre is na deputy cobtor or if 
the dcguty collector has also a doubt the pmviqionnl assessment 
should be adopted unless the importer him* wishes to pay htgber and 
claims nfand subsequently. 



The Committee hope that the authorities would go into this matter and 
find out how the particular officer was unaware of the revised rate of duty. 
If it was on account of certain lacuna in the procedure of intimating the 
changes to the concerned oficers, the Committee desire that steps would 
be taken to rectify that. 
[Pnru 2.46 S. No. 12, Apperlrlix I ' I I I  of tlw Report] 

Action taken 
According to the existing procedure, the changes effected by tbc 

Finance Bills are communicated immediately to all the concerned officers. 
The Collector of Customs, Calcutta has reported that, in this case, the 
copies of notices reproducing t r a a  chgg<s introduced by the Finance 
Bill, 1963, including Departmental instructions, and the list of vessels not 
entered till close of office on the Budget day, were distributed to the indi- 
vidual assessing oficcrs on thc 2nd March. 1963, as the 1st March, 1963 
was a holiday. The concerned Appraiser, in this case, was, therefore, duly 
intimated of the changes brought about by the Finance Bill, 1963, but hc 
failed to apply the correct rate. In this cxplanation, he has attributed the 
lapse to oversight. He has been ensured for this lapse. This appears to be 
a case of individual carelessness. There is thus no lacuna in the procedure 
for communicating promptly to the nsw-sing officers tbc changes in the 
rates of duties brought about by the Finance Bills. However, instructions 
have already bcen issued to the Collcctors that assessing officcrs should be 
asked to be more careful whilc makin? xsessments. 
.Ilinistr\. of Finunce (Deprr. of Rev. 9: Innrronce) F .  A'(). 20! 76167-Cus. 1. 

dared 6-1 1-67] 
Reconuneoda lion 

The Committee arc glad to note the decrease in the arrears of Customs 
duty. The total amount of Customs duty remaining unrealised as on 31st 
October, 1965 was Rs. 47.46 lakhc r ~ \  against Rs. 112.08 l a b s  for the 
corresponding period last year. The Committee feel concerned, however. 
over the arrears of duty which havc been pending for the last several years. 
(As on 30th June. 1966, the outstanding for more than one year was 
Rs. 21,36,058). The ommittee note the measures taken by the Depart- 
ment to recover the arrears. They desire that necessary action should be 
taken to liquidate the old outstanding amounts. 

The Committee alw bope that the Department will take the necessary 
steps to ensure that the introduction of the new system of deferred pay- 
ment of duty against bank guarantees does not result in an accumulation 
of arrears in future. 
IParns 2.94 and 2.95 ( S .  No. 16 of Appendix VIII to the Second Report, 

1967-68) .] I 

Action taken 
The observations made by the Committee have been noted and suitable 

instructions have been issued to the ofEcers concerned to take effective 
steps to recover the old outstanding amounts and to ensure that the new 
5ystern of deferred payment of duty against bank yarantec does not rcsult 



in an accumulation of arrears of duty .in future. In this cmection a copy 
of the Ministry's orders F. No. 8/13/67€us. VI, dated the 29th Sep 
tember, 1967 is enclosed. 

[This note has been seen and vetted by the Audit] 
[Ministry of Finance (Depti. of Rev. & Insurance) F. No. 8/13/67-Cus. VI,  

dated 18-1 1-67] 

F. No. 8/13/67-Cus. VI 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(Department crf Revenue & Insurance) 

New Delhi, the 29th September, 1967. 
From 

The Under Secretary 
to the Govt. of India. 

To 
The Collector of Customs, 

Bombay/CaIcutta/Madras. 
The Collector of Central Excise, 

Delhi~Baroda/Madras/West Bengal, Calcutta/Shillong. 
The Collector of Cu\tom5 and Ccntral Excisc, Cochin IPondi- 

cherry. 
The Deputy Collector of Customs, 

Visakhapatnam. 

SUB :-Arrears of cuslorns duly assessed upro 31-3-65 and pending 
realisation as on 31-1065-0bservations made by rhe Public 
Accounis Committee ( 1967-68) Second Report (Fourth Lok 
Sabha) re : 

Sir, 
I am directed to enclose a copy of paras. 2.87 to 2.95 of Chapter n 

of the Public Accounts Committee ( 1967-68) Second Report (Fourth 
Lok Satha) for your information. Your attention is, in this connection, 
particularly invited to paras. 2.94 and 2.95 in which the Committee have 
expressed concern over the arrears of duty which have beea nding for 
the last several years. It is requested that effective s tep  may taken to 
liquidate the old outstanding amounts and to ensure that the new 
of deferred payments of duty against bank guarantees does not result in 
an accumulation of arrears of duty in future. 

Yours faithfully, 
=/- 

Under secretary. 
Copy forwarded to the Cus. 111 Sec. for information. Thair Xotc 

F. No. 23 /18/67-Cus. TIT, dated 4-9-67 refers. 
u/- 

Under Secretary. 



P.A.C. No. 155 

PUBLIC ACCOUNT COMMITTEE 
( 196748) 

Second Report 
(Fourth Lok Sabha) 

CHAPTER-II-Customs 

2.87. The total amount of customs duty Gmaining unrealised as on 
31st October, 1965, was Rs. 47.46 lakhs as against Rs. 112.08 lakhs for 
the corresponding period last year. Out of the sum of Rs. 47.46 lakhs, 
Rs. 22.16 lakhs had been outstanding for more than one year. 

2.88. The Committee desired to be furnished with the yearly break 
up of the arrears of Rs. 22.16 lakhs. In a note submitted to the Com- 
mittee, the Ministry of Finance (Department of Revenue and Insurance) 
stated that while furnishing the break up of the total amount of Rs. 22.16 
lakhs, some of the Collectors have given the uptodate position as on 30th 
June 1966. On that date the @rc for such arrears works out to 
Rs. 31.36.058 as against the figure of Rs. 11. I6 lakhs outstanding earlier. 

2.89. An annual break up of this figure of Rs. 2 1.36 lakhs as furnish- 
ed by the Ministry is as under :- 

Year Amount 

6,000 40 
Nil 
Nil 
Nil 

1 1.837 40 
2,99,200.00 

17,039 .00 
19.338 .00 
14.453 4 0 0  
3 3 6 7  a0 
52.3 19 0 

8.x.n~ M) 
8.69.767 (WJ 

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

2.90. Out of the total arrean of nearly Rs. 21.36 lakhs about Rs. 4 
l a b s  relate to cases which have been taken lo the Courts of Law and no 
recovery is possible until the Courts' verdicts are received. 

2.91. As regards the steps taken to recc)ver the old arrears, the 
Minisay stated in their note that the follow in^ action is taken depending 
on the merits of each caw after repeated remlnder to thcse parties fail tn 
make them pay up the duty in arrears. 

(i) An money owing to the party by the Customs Department 
is d' educted for being adjusted against the outstanding demand.. 



(ii) 

(iii) 

Detention and sale of goods under thc control of the Customs 
Dcptt. is being resorted to, if the owner of the goods does not 
pay the duty. 

Whcre the measurcs mentioned at ( i )  and (ii) above do not 
provc fruitful, certificates spsctfymg the amounts due from 
the party concerned are sent to the Collector of the district 
in whlch the party owns any operty or residence or  carries 2; on business and the said Co a t o r  on receipt of such certifi- 
cates proceeds to recover the specified -amount as if it were an 
arrear of land revenue. In some baggage caws the nearest 
Central Excise/Customs Ofiicers are injtru:ted to contract the 
parties concerned to expedite recovery. 

2.92. Thc Committee asked about the reasons why the arrears for the 
years 195 1-52, 1955-56 and 1956-57 were still pending. The representative 
of the Board statcd that there was only one case pertaining to the year 
1951-52 involvmg duty of Rs. 0,000 relating to the import of a car at the 
Attari Border under a particular system. Unfortunately, the full particulars 

Of "'-IT rson who had purchased the car were not mentioned in the regis- 
tcr. le amount of duty had bcen shown as outstanding for a long time, 
as the Department were trying to locate the assessee concerned, otherwise 
tbe amount would have been written off long azo. As regards the arrears 
o f  Rs. 1 1,837 pertaining to the year 1956-57, the witness stated that the 
amount which related to the Calcutta Custom House had since been re- 
duced to Rc. 1.981. With regard to the amount of Rs. 2,99,200 pertaining 
to the ycar 1956-57, the witness stated that out of this an amount of 
RF. 2,92.818 was involved in cases pending in the courts and out of the 
balance an amount of Rs. 6,301 was pending rccovvcry. 

2.93. Askcd if there was still any system of credit payment of duty. 
the reprextntat~ve of the Board stated that there existed a system of pro- 
visional paymcnt of duty and after devaluation a system of defemd pay- 
mcnt again\t a bank guarantee had been introduwd. 

2.94. Tiic Committee arc $ad to notr the decrease in the arearb of 
custom duty. The total amount of customs duty remaining unrealised as 
on 3 1st October, 1965 waq Rz 47.46 lakhs a\ an,ainst Rs. 1 12.08 lakhs 
for the correpnding period la-t year. The Committec feel concerned 
however. ovcr the arrears of duty which have been pending for the last 
several year,. (As on 30th Junc. 1966, thc outstanding for more than one 
war was Rs. 21,36,058). Thu Committsc note the mcazurcc taken b y  the 
Department tn recover the arrears. They desire that the necctsary action 
chould l-v ?sk .I to liquidiitc the old outitandin; amounts 

2.95. Thc Committee also hope that the Department will take the 
necessary s tep to ensure that the introduction of the new svstem of defer- 
rod payment ot dutv aeninst hank gumantees does not result in an accumu- 
lation of arrc.lr\ in future. 

Recommondatbn 
It i \  not clear to the Committee how in the present case trade discwnt 

was allowed .I[ a certain pcrccntagc of the declared price of footwear instead 
o f  thc c x - i d c t ~ ~  y pl ice (i.cp. declared rice minus saks organisation charges) 
as envisaged in the Board's orders o !' November, 1957. The doduction of 
fat discount from the declared price results in Iowering ex-factory prie 
and thereby the nssessable value. 
1.67LSS/6Y - : 



Thc Committee hope that after the proposed amendment of the relevant 
Section of the Act, such ambiguities will not arise. 

[Sr. Xo. 178, Appendix VIII of 2nd Rept. (1967-68)] 

Action taken 
So far as the observation made by the Committee relating to the man- 

ner of arriving at the assessable value for the purpose of charging Central 
Excise duty on footwear manufactured by M/s. Bata Shoe Co. in this 
case, is concerned. it may he desirable to explain the position in details 
as in the short note enclosed. 

Regarding the observation of the Conunittee that they hope that such 
ambiguities will not arise after the proposed amendment of the relevant 
Section of the Act, it may be stated that the reviscd definition of 'Value' 
proposed to be included in the amending Bill will enable regulations to be 
framed for assessment in cases where 'normal price' is not readily ascertain- 
able. 
IF. NO. 1 ,  36: 67-CXII] 

NOTE 
hljs. Bata Shoe Co. manufacture footwear and market it under the 

brand namcs 'B.S.C.' and 'BATA'. The two brands of footwear are m1d 
through two different channels-'B.S.C.' footwear through independent 
wholesale dealers and 'BATA' footwear through their own rctail shops. For 
almost every 'BATA' footwear therc is a corresponding 'B.S.C.' footwear 
and for B.S.C. footwear there is a published wholesale cash price. 

2. By its appellate Order No. 6-CXMII of 1956 dated 2-5-56. the erst- 
while Central Board of Revenue decided that the two brands of footwear 
were identical in all reqxxtc and therefore the 'BATA' hrand of footwear 
should be asscssed on the same basis as that for the 'R.S.C ' hrand. 

3. By another Appellate Order of 16-10-57. ~ h i c h  \%a\ passed after 
careful examination of all the aspects of thc matter-legal ac well as factu;ll. 
the Board decided that the trade discount given to the wholesaler should be 
allowed off the published wholesale pricc. The Board further found that 
the published wholesale price was ex-sale depot and not ex-factor): as re- 
quired under section 4 of the Central Excises and Salt Act. 1944 and it 
incorporated certain expenses vhich were clear13 attributable to post-factory 
\ale$ organisation. It wac. therefore. decided to deduct these expenses 
from the published price in order to arrive at the wholesale cash price ex- 
factory. The actual quantum of these cxpenses and trade discount were 
left to be determined every year by the Collector after examinating the 
audited accounts of the company of previous year. 

4. Accordingly the Collector has been determinins every year the per- 
centage of trade discount and the wlec organicational expense(; on the hqis  
of the actual firmres of nrevious vear. The total percentage is thus being 
deducted from the published wholewie price for arriving at the aswsabic 
value under section 4 of the Central Excise., and Salt Act. 

5 .  For instance if Rs. l o / -  is the published whole-sale price. Rs 6 '- 
ic the trade diccount allowed to the wholesaler, and Rs. 101- is the s:ilcs 
organisational expensec, the assessable value ac per the existing practice 
would bc Rs. 84/-. If, however, as sugp ted  by the audit the amount 



*of Rs. 10 is first deducted and then the trade discount (36% tbe assessable 
value be Rs. 84.60. 

6. The reason for deducting the discount as percenqe of dbctared 
wholesale price was that the firm was also allowing the d~scount on the 
same basis. Sincc thc ~ d c a  was to allow the amount of discount which 
was actual1 granted by the firm to the distributor, there was hardly any 
necessity o / cxprcssing the pcrccntage in a way different from the one in 
which the firm expressed it. 

Further, the audit have apparently sought to draw a line of distinc&m 
between organisational and distributional expenses on the one hand and 
trade discount on thc othcr for thc purpose of being deducted from the gross 
whole-sale price. Basically speaking trade discount i c  also a part of the 
organisational and distributional expenses. That being so. and so long 
;is it is conceded that all such expenm are dcductable from the gross whole- 
sale price, there is nothing wrong in both the elements being clubbed and 
then being dcducted to arrive at the assessable vrtluc. 

Recommendation 
The Comniittcc note that thew had been confusion in allowing trade 

discount in the v:irions collectorates till the matter was put on a unit'onn 
footing hy the Board's notification issued in May, 1962. Somewhat con- 
flicting in\tructions issucd by thc Board and thc Secretary, Revenue Depart- 
ment, which rcsultcd in diffcrcnt practiccs being followed by the Bombay 
Collectorate and other Collcctorates. It appcars that thcre has been a lack 
of Co-ordinntion betwecn the Secretary, Department of Revenue and the 
13oarcl in this mattcr resulting in citizens being taxed differently under thlt 
same la\v although for a short period. The argument that the degree of 
&criminal \vat marginal and thc discriminatory treatment was confined to 
a short period (October. 1961 t o  18th May. 1962) does not mitigate the 
violation of thc hcalthy principle of taxing the citizens uniformly under tht. 
came tax law. Thz Coninlittee hope that such situation will be avoided in 
futurc. 

In thr present C;ISC. the Board \hould have immcdi;~tely applied its mind 
to the refcrcncc madc by the Callcctor concerned in 9th October, 1961, aftcr 
the visit of  the Secretary in September, 1961 and issued the neccssat-y noti- 
fication much niorc promptly to enwre uniformity in thc levy of the c ~ c i s c  
duty in all the Collectorates. The delay in the iszue of the notification is 
regrettable. The Committee hope that suitable ~ t c p s  will bc taken by the 
Ministry to avoid such delays in future. 
IS. No. 18 Poms 3.19 R 3.20 of 2nd Reporr (Fourth L O X  S d u )  . 4 p p c ~ n J i s  
VIII] 

Action taken 
The observations of the Committee hilvc Fwn noted for guidance and 

necessary action. 
IF. NO. 36/17 ,'liS-CXII 

Recommendation 
Thc Committee suggest that in order to put the matter beyond any doubt 

and enqurc uniformity in the levy of duty, the Board should issue revised 



instructions clearly bringing out the principle contained in the judgment of 
thc Mysorc High Court. 
IS. AVO. 19 (pcirn h'o. 3.28 ) of A ppmdix V l l  to the Second Report ( Fomr/lz 
Lok SubIra) 1 

Action taken 
In co~upliance with thc recommendations of the Public Accounts Coni- 

rnittee, this Ministrq haw issucd revised instnlctions to all Collectors of 
Central Excise, explaining the meaning and intent of the provisions of Sec- 
tion 4 of the Ccntral EXC~SCS and Salt Act, 1944. A copy of the instructions 
is cnclosed. 
IF. ,YO. 36/45 68-CX-I] 

CIRCULAR LETTER MISC. NO. 68/68-CXI 
F. NO. 36/45 168-CX-I 
G C ) V L R ~ A ~ E K T  OF INDI i 

MINlSTRY OF FINANCE 
(Department of Revenue & Insurance) 

New Dellti, the 14th dVo~.ct~thcr, 1968 
23rd Kartika, 1890 (Sako) 

From 
Shri K. L. Rckhi, 
Under Secretary to the Govt. of India. 

10  
All Collectors of Central Exclse, 
(includinp Pondicherry. Goa & Cochin). 
All Dy. Collector< of Ccntral Excise. 

Sir, 

I an1 dirccted to invitc your attention to section 4 of thc Central Excises 
& S;dt Act. 1944 which provide\ for determination of value of cxcisablc 
;:nicies which arc chargeable to du ty  crrl vularctn and for which no tariff 
v;iluc. hac hcen fixed by the Ccntral Government. Sectinn 4 consists of 
two separate sub-sections ( a )  and (b).  Tn addition, there i.; an Explml- 
tion ; ~ t  the end of the section which is common to hoth thc sub-scction~ 
For the sake of convenience, the principles of valuation under section 4 
;ire explaintxi in four parts as follows :- 

2.(i) "W'holemle". The price of an article can be said to be "wholc- 
G e "  when the article is sold in wholesale lots and not in retail quantities. 
Central Excisc Officer., should bc -guided by trade practice and sales recog- 
niscd in t k  t r - : lC.  7s ~:.fiolesalc should ordinarily be treated as wholesale for 
purposc~ of \*nlu:ltinn under scctinn 41a).  



(ii) "Cash price". ?'he price ciin be said to be cash price when the 
buyer is required to pay for the goods on delivesy. However, ascertain- 
ment of a wholeside cash price from a wholesale credit price of the same 
goods by allowing for the nornwl rate of discount for the period of credit 
would he i n  order under section 4 (a ) .  

(iii) "Of the like kind and qualityn. This phrase means exactly simi- 
lar goods or identical good4. Thw, the \anw class of goods manufactured 
by two dificrcnt manufacturer4 arc not goods of the l ~ k c  hind and quality. 
M'herc uholc\ulc cash pricc is noL ahcertainable for any class or quali of 
:in article. it is not pcrn~issible to deduce a wholesale cash price for it %om 
transaction5 in othcr c lasw or qualities of the article. 

(iv) "is capable of being soldn. This clause will cover those cases where 
either there is no sale or because of the nature of the transaction the sale 
pricc is not :icceptahle for purposcs of assessment. For example.- 

( : [ )  cdses wherc wing  to special relatio~sii~;, b~ twccn  sellcr and 
buyer transactions betwccn them do not take placc in genuine 
"opm mxkct" conditions or in the ordinary wune of businecs 
and cannot, therefore, be accepted for purpose5 of assessment 
to duty; 

t b )  caws where there is no sale of the goods and the goods arc 
cntircly conwnicd by thc manufacturer himself i n  the mnnufac- 
turc of other g~)ocI\; 

( c. 1 C . W ~  ~lntier wcmn 4( a ) \\here, ;ilthough a substantial and rea- 
\onablv contmuous market for the gcmh 1s established. thew 
,Ire on the date of clearance from the factory no similar good\ 
111 the mnrkct 4 0  that thc wholesale cash pricr: has to be deter- 
niincd by reference not to actual s:tlc.s on that date but to thc 
prtcc which bu!crs would Fc ailling t o  offcr and wllers tc 
accept lor the goods. 

( v )  'Warketw. Markct, for purposes of villuation undcr section 4(a)  
iimns an "open" market in which dealings arc conducted in the ordinnn 
:nurse of husinr\s nnd :tt t inow and _ccncrally rcco@ed rates and it i.; 
o p e n  for any indcpcndcnt \vholc\:~lc huyer to  purchaw the goodc a t  such rate\. 
If a mnnufacturcr sells hic p o d \  from his factory to m y  independent whole- 
;:de buyer. the niarkct can he s;rid to exkt at  the factoq gate. If. on thc 
~ontrar!.. hc crvv4ym his ~_lootli to  his own ctorqx depot or sells them to 
;I solo selling agent 2nd such iicpot or solc sclling q e n t  at tbc place nearest 
t o  thc i'actory sells thc good.; to indqwndcnt \vholcsale buyers, thc n~xliet 
can hc s r i c l  10 esi.;t at wcli narczt place provicied the sales are substantial 
and rc;~\onahl! continuou.; ones. Sporadic salcs to indepndcnt \vholesale 
h g w s  do not constitute ;I m;rrkct. 

P.4R.I' 11-\:AL IIE [JNDFR SECTION 3 (n )  

3. The cs~cnti:rl clcnicntz o f  v:lluc under wction J ( a )  for the purpose of 
.we\sment arc :- 

t i )  i t  must hc a \4 lwlcwlc price: 
f i i )  it nwzt be a cash price (deduction o f  cash price from a c r d t  

price being pcrniiosihlc az already c~plaincd in para 2(ii) 
above) ; 



(iii) it must be the price ruling in the market at the place of manu- 
facture or if a wholesale market does not exist for a factory's 
product at the place of manufacture, the price ruling at a place 
nearest to the factory where such market exists; 

(iv) it must be the price ruling on the date of actual removal of the 
goods from the factory or other premises of manufacture or 
production. 

4. The wholesale cash price acceptable for assessment must represent 
transactions conducted in the ordinary course of business at known and 
generally recoeised rates at or near the place of manufacture in a con- 
temporary open market condition; that is to say, the pricc must bc one 
at which any independent buyer of a normal wholesale lot can procure it 
for cash on delivery and must not be dependent on any special relationship 
between the seller and the buyer of such a nature as to vitiate the represen- 
tative character of the transaction. Thus the price charged by the manu- 
facturer from an associate firm, a sole selling agent/distributor or favoured 
dealers l ~ y  itself is not acceptable under section 4(a). 

5. In the case of proprietary articles which arc sold at listed wholesale 
priccs and arc available to any independent wholcsalc buyer at such listed 
prices. as\ewicnt can be madc under section 4(a) on the basis of such 
listed prices. 

6. The words "indcpcndent wholesale purchaser" should be int 
liberally. It is quite common for manufacturers or their agents/distr~ '=TmtCd utors 
to sell proprietaq articles to authorised dealers only who are bound with 
them with some .sort of trade agreement regarding purchasc, stocking, dis- 
play, sale and after-salc service of the articles. So long as it is open to 
m y  indepcndent wholesale buyer to bccome an authorised dealer upon ful- 
filment of conditions uniformly applicable to all authorised dealers and to 
purchase the goods at prices available to all authoriscd dealer>. the tran- 
saction should be treated as a transaction in the ordinary course of busincss 
and the non-discriminatory pricc availablc to all authoriscd dealers should be 
accepted as the basis for assessment. However, where the authorised dea- 
krship i h  not open to unJs indcpendcnr u.holesalc dealcr but i 6  restricted 
to a limited number. as for cxample in a case where a s ified area is 
;~ssigned to cach dcalcr and no other authoriscd dealer ~vou P" d bc appointed 
in that area, the transactions are not an acceptable hasis under section 4 (a )  
3s an "opcn" market for the goods docs not exist. It would dcpcnd upon 
facts and circumstances of each case and terms and condition\ of the agree- 
ment entcrcd into bctwwn thc manufacturer and the dealer\ whether the 
dealers arc independent buyers or favortrcd buyers. For deciding this point 
the agreement should be rcad as a wholc. The number of dclllcrs to whom 
thc manuf;~cturer accords equal trcatmcnt is also a material factor. If the 
number is \.cry larg ,  it would point to independent character of the dealers. 
If on a perusal of a particular ageemcnt or arrangement i t  can be said 
that they are favoured buyers, then tl~c price at which the n~anufacturer 
sells to such dealers should be discarded and the pricc at which such 
dalcrs would sell in wholesale market should bc takcn into consideration. 

7. If there is a market in existence for a manufacturer'.; Q ~ O ~ U C ~ S  and 
it is possible to ascertain their wholcsalc cash price, all of his products of 
the like kind and quality should be assessed on the basis of such prim, 
regardless of the fact that a prticin of the said products is wld direct to 
consumers or is sold at reduced ratcs to a chosen few or is sold at rate 



omtract prices or is wnsunted by the manufacturer himself in the manu- 
facture or other goods. A manufwturer may try to create a shadow 'mar- 
ket' for his goods by disposing of a small percentage of his out-put at lower 
prices to a few ind dent wholesale buyers at or near the place of manu- 
facture. OEcers '=I? s ould guard against such ruse. Unless a substuntla1 
portion of the manufacturer's output is sold at such lower price under open 
market conditions, such lowcr prlce should not be accepted for purposes of 
assessment. 

PART UU-VALUE UNDER SECTION 4(b) 

8. Resort to section 4(b) can be had only if wholesale cash price under 
section 4(a) is not ascertainable. The essential test for a value accept- 
able under section 4(b) is that it should be a genuine price charged under 
ordinary course of business. Some of the cases which would involve valua- 
tion under section 4(b) are discussed below :- 

(i) Sale to a sde selling agent/dMrhtw 
Where the manufacturer sells his entire output to a sole selling 
agcnt/distr.ibutor, such agent/distributor is clearly a favoured 
buyer and prices charged from him and discounts given to him 
are not admissible. Assessment should in such a case be made 
on the basis of the price at which such agent/distributor sells 
the product to others who are not favoured buyers provided a 
wholesale cash price under section 4(a) is not ascertainable. 

This pattern of sale is quite common in the case of many pro- 
prietary articles, particularly machinery articles. There are 
good and legitimate trade reasons why a manufacturer would 
not sell such article., to any number of independent u.fidesalc 
purchasers. He i\ interested in proper show-room facilities, 
after-sale service and customer good will for his roducts. In 
return for these tacilities, he assigns exclusive rigRts of a e  of 
his products in a particular area to a particular dealer, The 
agreement entcrcd into by the regional or zonal distributor or 
the dealer with thc manufacturer should be examined. If on 
reading the apecment as a whole, it can be concluded that they 
arc not favourcd buyers but are independent parties having 
no spccial relatiomhip with the manufacturer, prices uaiformly 
charged from the discount5 uniformly given to them should be 
accepted provided n wholesale cash price under section 4(a) 
i\ not ascertainable. Extra caution should, however, be exer- 
ciwd by Central Excise Officers in admitting such prices and 
discounts and the possibility of the manufacturer appointing a 
few associate firms or creating shadow concerns as a nrse to 
undervalue the goods should be carefully inv t d .  It s b l d  
also he investigated whether the dealers/dstn =T utors are per- 
forming some of the functions (Like advertising. warranty ttc. 
in respect of the goods) which appropriately belong to tbe manu- 
facturer. Any discounts or reduction in price in co- 
of the distributors performing such functiw arc not admissii. 
If there is a l a r g  number of regional distributors or deafag 



and ail of them are charged a uniform price, the possibility of 
the price being a bona file one is greater. 

(5) Sales at rate contract prices 
Individual rate contract prices ]nay be accepted for the purposes 
of assessment subject to the following -conditions :- 
(a)  No wholesale market exists for the article for ascertaining 

the value under section 4(a). 
(b) Rate contract prices are based on trade considerations 

alone and do not involve any special relationship b e e n  
the buyer and the seller. 

(c) The contract documents are produced for inspection. 
(d) The contracts on critical cxamination are found to be 

genuine. 
(iv) Sales i r e  mostly direct to consumers 

Price charged from and discount granted to all consumers uni- 
formly by the n~anufacturer arc acceptable providcd no whde- 
sale market is in existence for the goods. 

(v) No sale---gds are entirely consumed by the manufacturer him- 
felf in the manufacture of dher goods 
(a)  When there is no sale of an article, it is necessary to find 

out the price at which articles of the like kind and quality 
are capable of being sold. In such cases, assessable value 
4hould be arrived at on the basis of cost accounting. After 
dctcr~nining the total cost incurred by the manufacturer 
in manufacturing that article-which will include cost of 
raw materials, component\, manufacturing cxpenses and 
overheads-n suitable addition for margin of profit should 
also be made. A reasonable margin of profit is the addi- 
tion which the nianufacturcr would have ordinarily made lo 
his cost of production had he chosen to \ell the article to 
others. 

(b)  As Central Excise Officer\ do not, by and large, know 
cost accounting technique\, the manufacturer should be 
asked iil writing to furni\h the information regarding his 
cost o f  production, aith brcak-up details unJcr variow 
heads like the cost of raw material, manufacturing expcn- 
w, overheads, etc. duly certified by a Chartered Accoun- 
tant or Cost Accountant. The manufacturer should also be 
called upon to declare the average profit (ac; a percentage of 
his co\t of production) mhich he is at that time adding to fix 
the sale price of hi5 finkhed products (made out of thc 
excisable raw material or components in que\tion) which 
he offers for sale. If the manufacturer does not cooperate 
by furnishing the requisite information on a writtcn requcst 
being made to him, resort c;hould be had to section 14 
of the Gntral  Excises and Salt Act, 1944. In the casc 
of small scalz units, certification by a Chartered Accoun- 
tant need not be .insisted upon. For purposes of checking. 
the margin of protit declared by the manufacturer should 
be comparcd with the gross profit disclosed in his latcst 



balance-sheet, where available, and the total price (in- 
cluding profit) declared by him should be compared with 
the price of articles of comparable quality sold by other 
manufacturers. If found rcasonable, the declared price 
should be approved bry the Superintendent. The price so 
approved should hold p o d  for that calendar year unless 
major fluctuations in the price of raw materials or in the 
profit margin of the manufacture warrant a fresh determi- 
nation of price during the same calendar year. 

(c) Another mcthod to deternlinc the assessable value of an 
article which is not sold could be to deduce its value from 
the price of the finished product in the manufacture of 
which the said article has been used, after making dur 
allqwance for thc cost of othcr materials added and the 
manufacturing expenses incurred bctween the manufacture 
of the said article and the finished product. This method 
would, howcvcr, be suitable only in those cases where 
further procc\ws after the manufactuk of the said article 
as well as the number of othcr materials etc. added arc not 
very significant lrom the cwt point of view. 

PART IV-ABATEMENT OR DEDUCTION FROM PRICE 

9. In determining the pricc of any article undcr section 4, no abatemsnt 
2)r deduction should be allowcd cxccpt in re\pect of trade discount and the 
duty asscmblc. Undcr \cction -I(,). the admissible trade dicounts arc 
those which arc allowed uniformly to all indcpcndent wholesale dealers undcr 
open market conditions. Undcr section 4(b).  the admissible trade dii- 
counts are those which are actually and uniformly allowed to all buyers 
satisfying the same conditions. Subject to these general principles, the fol- 
lowing types, of diwount5 are admissible for deduction :- 

( i )  Qoantity discounts 
Actual quantity discounts, that is to say, discounts  ranted in 
thc ordinary course of business. which are based on the quan- 
tity of goods supplied, should be allmvd, provided that such 
discounts- 
(a )  arc uniformly adnissible to all indcpcndent b u y s  of the 

same quantity, and 
(b )  arc proved to have k e n  grantcd outright at thc tims of 

removal of the goods from the factory. 
It should bc carefully notcd that only thc actual quantity discount 3p 

propriate to the size of the lot sold is admissible under section 4(a) as 
well as 4(b).  However. where the higher discount is based on the sue 
of the lot purchased, it may be pointed out that the law does not preclude 
grant of such discounts for the entire clearance of the goods in one or 
more lots, or spread over a period of time, whatever the size of the indi- 
vidual consignments clenred. provided thitt such a discount is not exccp 
tiond and it is allowed to all dealers in the normal course of business and 
such a discount is or would be open to all purchasers in similar situations. 

However, if order is placed for a bigger lot but due to any reason it is 
not fully supplied, quantity discount approprinte to , the  quantity actually 



supplied should be allowed and not the discount appropriate to the quantity 
for which the order was placed. 

(ii) Casb discoonts 
Cash discounts, is . ,  discounts for prompt payment of price of 
goods on delivery are admissible in arrtving at the assessable 
value, if they are available to all buyers. 

10. The following types of discounts are not admissible :- 
(i) D i u n t s  allowed under a particular contract 

Any discount which has been allowed only under a particular 
contract, and is not generally available to all independent Myers 
is not admissible. 

Exnmp1e.-A discount allowed to a buyer in consideration of an 
arrangement by which he takes the whole output of a 
factory is inadmissible. 

(ii) Conditional discounts 
Any discount which is, in any sense, conditional at the time 
of delivery of the goods from the factory that is to say, any 
discount which can be earned only in consideration of the fulfil- 
ment of certain conditions either before or after such delivery 
is not admissible. 

Example.-A discount is inadmissible if it is allowcd in considera- 
tion of the payment of the sale price being ma& in 
advance of the actual delivery from the factory. 

(iii) Dikount in kind 
If any discounts are given in kind, full duty should be &arged 
on the extra quantity allowed as discount. 

(iv) Sample discount 
A sample discount. that is to say, a special discount given 
for a sample supply of goods if the samples are of the saleable 
kind or quality ordinarily offered for sale is not admissible. 

( v )  Adveriisii discount 
Discount of the nature of remuneration for pushing or ndvertis- 
ing a particular line of g o d s  is not admissible. 

11. Other deductions 
( i )  Local taxes 

All local taxes such as sales-tax, octroi etc. should be excluded 
in determining the value of assessment. 

(ii) Cost of distribution 
No deduction from price on account of cost of distribution can 
bc allowed on the ground that such prices are loaded with the 
average cost of distribution of the goods gp-country from the 
place of removal. 

(iii) Freight char#% 
No abatement on account of expenses incurred by the manufac- 
turer on freight charges should be allowed. 



(iv) Packing charges 
Attention is invited to Ministry of Law's advice torwarded to 
all Collectors under Board's letter F. No. 2/11/67-CXI dated 
the 29th April, 1967. As advised therein, packin cannot be 
regarded as part of the process of manufacture if t !k e article is 
such as could have been delivered to the customers without 
packing. Consequent1 , packing charges cannot be included in i" the assessable value o such an article. I t  can be said that an 
article could be delivered without packing if there are substan- 
tial actual sales of the article without packing. If packing is 
required before the article could be delivered to the customers, 
thcn packing is a process incidental to the completion of the 
manufactured article and the cost for such packing should be 
included in the assessable value. No distinction should be made 
between ordinary and special packing in such cases. Cost of 
the actual packing in which the article is delivered from the 
factory should be included in the assessable value. 

Note :--The foregoin list of adnlissible and inadmissible dis- 
counts and f eductions given in paras. 9 to 11 is not 
intcndcd to bc exhaustive. 

12. Whether discount sho111d be calcnlnted on cumduty price or ex-duty 
price 

Undcr suction 4, trade discount is what 1s actually given to the buyer. 
Calculation of discount. that is, whether it should be a percentaze of cum- 
duty price or cx-dut! price, should depend upon the practice which the 
\ e l k  actuall} adopts in giving thc discount to the buyer. The important 
point is that thc quantum of trade discount. in absolute terms. should not. if 
otherwkc admissible. bc nlorc or less than thc quantum which is actually 
allowed to thc buyer. 

13. Instructions laid down in Government of indirt's General Order 
(C'cntral Exciw) No. 4 of 1055 and Board's lettcr F. No. 9131/56-CSMII 
dated the 14th November. 1957 and a11 other ordcrs regarding valuation 
under section 3 issucd so far arc hereby cancelled. 

14. Thcw ordcrs should bc given effect to immcdistely, Past azsos- 
~ncnt\ which have already been closed should not be re-opened. Asses~ment 
practices in  individual caws which arc contran to thew instruction\ hut 
which h e  arken bccausc of ordcrs-in-appcal or orders-in-revision, under 
w A m  35 or 3h of the Ccntral Exciws and Salt Act, 1944. should. how- 
cvcr, continuc as there i~ no power of revicw under the Central Exciw 
1,;lw at pn.\cnt. Thcrc may also be individual cases in which valuation k 
k m g  done at prc\cnt in accordance with a court judgment. If the Col- 
lector fccls that the existing practice it1 such cover is not in accordance 
with these in~tructions, he should make a dctailed report to the Board and 
await Board's ordcrs before changing the existing practice. 

Yours faithfully, 
Sd i'-. 



+Copy t s -  
Thc Comptroller and Auditor General of India, %it11 rcfercnce tu tbcir 

U.O. No. 4600-Rcv. A-250-66 KW datcd 28-10-1968. ( 120 copes).  
Ministry of Law, with rclcrencc to thcir U.O. No. 23368/6X-Acli .(il;), 

dated 22-7-68. 
.Copy also to- 

.4s usual. 
Internal distribution- 

As usual. 
Sd '- 

Rccommeudation 
The Committee are unhappy over the inordinate delay in fixing thc 

assessable value of the goods by the Superintendent concerned. The Com- 
mittee hope that the Department will takc necessary steps to ensure that 
in future transfers of staff do  not interfere with the disposal of a.sscssrnent 
work. 

All the same, the Committee arc doubtful ibhcther in case such as, thi, 
one whcrc different rates of dutv arc not involved, it was proper to  aUo\v 
provisional asses;mcnt under section 9-B. Thiv rnattcr need\ examination. 

( Pczrrr 3 . 3 1  orld S(vYcd Yo. 2 ! - 4 p p c ~ r ~ ~ l r  I '!I/-mrra Yo\ 3 75. S 3.37) 

Action taken 
3.35. The obscrvationb made bv the Committee h w e  been noted and 

instructions arc being i\sued to cnsurc that in  thc event of tranqfer of staff 
of assessment work iv not interfered \s.ith. 

3.37. Ncccssar). anlcnclmcnt ha5 bccn m;dc in Rule 9-R t,icre notifica- 
:ion So .  75-D/67. datcd 25-5-67 (copy cnclowd) uhich ruccts t11c point. 

(F. .Yo. 24 / 66 /65)  

MIXISTRY OF FINANCE 
(Department of Revcnuc and Insurance) 

I\.'cl\c. Ilcllii, rltrtcd t lw  25tlr Altry 1967 

G3.R.--ln cxcrcisc o f  the poucrs conferred bv section 37 of the Ctnual  
Excises and Salt Act, 1944 ( 1 of 1944). the Central Government herebv 
makes the fo l l on in~  rules furthcr to amend thc Ccntral Exci4c Ruics. 1944, 
namcly :- 

I I )  Thcw rulc4 may hc c;tllcd !hc Ccntral Exciw (Tenth A~nznd- 
ment) Rule\. 1907. 



(2) In t tc  Central Excise Rules, 1944, in Chapter 111 in rule 
9B- 
(i) jor sub-rule ( l ) ,  the following sub-rule shall be substi- 

tuted, namely :- 
"( 1 ) Notwithstanding anything contained in these 

rules,- 
(a) Wherc thc proper officer is satisfied that a manufacturer, 

surer or owner of excisable goods is unable to produce 
anv document of furnish aw information necessary for 
the assessment of duty on the goods; or 

(b j  where the proper officer deems it necessary to subject the 
cxcisablc goodc to any chemical or any other test for the 
purpose of assessment of duty thereon, or 

( c )  where a manufacturer, surer or owner of excisable goods 
has produced all the necessary documents and furnished 
full information for the assessment of duty, but the pr+ 
per officer deems it necessary to make further inquiry 
(including the inquiry to satisfy himself about the due 
observance of the conditions imposed in respect of the 
mods after their removal) for assessing the duty; 

the proper officer may, on presentation of the application for removal in 
the mscribcd form direct that the duty due on such goods shall, peading 
tbe production of such documents or furnishing of such information or com- 
pletion of such tcst or inquirv, be assessed provisic n.!ii) .": 

(ii) in sub-rille (3).  fo r  thc \vord "warehoused, the word "excisable" 
shall bc n~hstir~rteri. 

Sd /- 
Joirrt Secretary to the Government of India 

Recommendation 
Thc C'onirnittcc also sumcst that, where thc Excise Duty is collected 

from thc Customers thc dcGrability of showing it sepnratelv in the cash 
memo be cxaminod. 
ISr. R'o. 23 (Prrr(l 3.52 1 c?f Appertdix V l I I  of tlw 2 r d  Rpporr (1967-6R)I 

Action taken 
Thiy Ministry rrcccpts thc Committee's sugcestiou and proposes to make 

:r suit&lc provision in the Ccntral Excises Bill requirin~ the manufacturers 
& ~~'are110us~ Iicensccs to show the excise duty separatelv in theii cash 
memos. tIowcver, it ig not possible for the Central Excise Department to 
enforce such a provision in respect of distriiutors, dealers and retailers on 
w h m  the Department has no control for thc purpose of levy and cdlection 
of Central E w i w  dutiw. 

(F. No. 36/28 167-CX.l) 



Recommendation 
This case illustrates the divergent practices in classifying the same 

article in different Collectorates and frequent change of classilicatim by 
the Board throw& executive instructions. The Committee would like to 
stress that the Budget instructions should give the necessary details to en- 
sure uniformity in the levy of duty. 

The Committee also understand from Audit that there has been consider- 
able flexibility in issuing executive instructions. In some cases the Board 
has chosen to term certain instructions as "tariff rulings" and in somi: other 
cases the some type of instructions have k e n  taken as "gu~dc-linc.". It 
is also understood that there is no statutory authority for the Board to 
issue any ruling 2nd it is only by way of established practice borrowed from 
Customs that tariff rulings are issued. The Committee desire that this as- 
pect should be carefully examined and if necessary suitable provision be 
made in the Act authorising the Board under specified circumstances to 
issue tariff rulings. 
[S. N o .  25 Paras 3.65 & 3.66 of 2nd Repor t  (Fourth LOX Sdd~cr ' )  ( i p p r n -  

di.1 1 *!!I ) ] 

Action taken 
The Public Accounts Committee's observations have been n o t d  and 

every effort will be made to ensure that the budget instructions are a, clear 
and comprehensive as possible. 

2. The 'rulings' are nothing but executive instructions. Thcre arc 
administrative instructions for the guidance of the Central Excise Officers. 
These arc not in the nature of statutory rules. regnlations or notifications 
requiring statutorv authority for their issue. 

( Vetled b? .4 udit ) 
IF. N O .  22  '30/66-CX l ' 1 )  

Recommendation 
The Committee regret to note that due to confusion in the Board's instruc- 

tions, there was an under-assessment of duty to the extent of Rs. 1-49 409 
in one case which has since been recovered. The Committee hope that thc 
Board will take adequate steps to ensure that such confusing instructions arc 
not issued by it in future. 

(S.  Xo. 26.  (P~rrri 3 . 7 0 )  of . 4ppwt l t  ! l'I11I 

Action taken 
The Committee's observations have been noted for futurc guidanc:. 

(Vetted -4 rrdrr ) 
[ F .  h'o. 22 '26j67-C.kF. l,'ll 

Recommendation 
The Committee note that in effect an evasion of duty amounting to 

R\. 23,925 occurrcd in this case through the lapse of thc oficcrs in won& 
applying the orders contained in the Notscation. Tbe Committee hope that 
suitable action would be taken against the officers concerned and ~.tcpl; taken 
to avoid recurrence of such cases in future. 

IS. No. 28 of App. V111 o f  2 t d  Repor! ( 1 ?)ti'-%) 1 



Action taken 
Thc ~bservations oS the Committee have been noted. 
The disciplinary action against thc officers concerned has been finaliscd 

and seven Inspectors of Central Excise have been suitably warned. 
Regarding the steps to be taken to avoid recurrence of such cases in 

future, enclosed herewith are extracts from the instructions that were issued 
to the Collectors of Central Excisc on 16-12-64. 

[ F .  No.  I / 33 /65-CX. l l ]  

EXTRACTS OF PARAS 1 & 2 OF THE CENTRAL BOARD OF EXCISE 
AND CUS'TOMS CIRCULAR  LET^^ F. NO. 1 /7/64-CXII, DATED TFiE 1 6 ~ ~  

DECEMBER, 1964 ADDRESSED TO ALL COLLECTORS OF CENTRAL 
EXCISE 

%Je~I:.cl : 7'uri&-Lcgcrl i~~~ylictrtron.,-~r~~iic~ion.-Nci for proper appreciation. 

Several instances have come to the notice of the Board in which the 
local Central Excise officers are found to have permitted assessment of ex- 
cisable goods at concewional or exempted "nil" rate without carefully going 
into an apprwialing the lcgal implications of the tariff definition or the 
language of the statutory notification or the spirit behind the executive 
orders, as the case may be. Instances of wrong assessments are more after 
budget changes as the asseqsing oficers do not examine the impact of various 
Notifications issued in rcspect of excisable commodities and follow the classi- 
fications for asscssment as w s  obtaining prior to the budget changes. The 
impact of the Budget changes. particularly the changes in the wording of 
the Tariff items on cxisting tariff rulings or executive orders has not been 
examined. resulting in wrong assessments. Such erroneous assessments have 
also been found to havc Eonc unnoticed at all levels for considerablv long 
pcriocls with the result that thc limitation imposed undcr rulc 10 of the 
Central Excise Rulcs. 1944. hccame operative and the due amount of duty 
remained unrecovered. causin~ loss of revenue. 

2. It is rccon1iwd that the Central Excise tariff is becoming more an3 
more complicated. During budget time it also happens that the Notifications 
and executive orders issued arc nc.t fool proof and sometimes clash ~ i t h  
thc existing orders are even its application. may be impracticable. It is. 
thcmforc. neccssarv for the field-staff and particularly the senior officers to 
bring to the notice of the Board quickly the anomalies. if anv. It is for that 
reason that it becomcs incumbent upon the supervisorv officers at hieher 
level to be more vi,&nt to ensure that lapses of the ahove nature do not 
take place. 

Recommendation 
The Committee rcprct to obwnc  that this is another case where an audit 

ohiection was frustrated hv the issuc of a notification extending a concession 
of duty rctro~pectivclv. If the intention was always that the exemption would 
nl7plv cven to cases where paints alone or ennmek rtlon: w r c  produce'!. 
the Committee arc ~urpriscd th:rt. Government should havc issucd a clarifi- 
cation in Febnlnw, 1964 in consultation with the Ministry of Law that thig 
concession was applicable only to manufachlrcrs who produced both paints 



and enamels. The Committee hope that, the issue of incorrect clarification 
at variance with the intentions of Government will be avoided. 

[S. No. 29. Appendix VIIl Para No. 3.80 of Report] 

Action taken 
The recommendation of thc Committee has been noted for future guid- 

'mix. 
( Vetted by Audit) 

[F. NO. 22/34/66-CXVI] 
Recommendation 

The Committee rc'gwt to note that the intention of Government was 
lost sight on while issuing the Notification of June 1962 in an attempt to 
>implify thc wording. l'hcy would like to emphasise that due care should 
tx takcn in drafting notifications which havc importrint financial implica- 
tions. 

IS. N o .  30 o/ Ai)perz(lilis VIll of the 2ntl Rryort (1967-68)] 
Action taken 

Thc observations of thc Committee haw bcen notcd for compliancc. 
[ F .  No.  l ,i54/65-CXII ( Vetted bJ. Audit)]  

The Committcc rc'gsl to notc, that in spite of the observation n u &  in 
para 31 of their 21st Rcport (Third Lok Sabha) that the amendment made 
to item 9(1) ( 5 )  was not clcar. no action ha\ been taken by the Gbvemmcnt 
to rectify the position although two Budgets have since been pn-sented to 
the House. Nor has an} notification been iisucd specifying the varieties of 
unmanufactured tobacco uwd in thc rnanufacturc of biris which would 
attract the higher rate of dutj, a., cnvisagcd in thc Explanation to the tariff 
itcm. Thc Committcc fccl th:~t it is high time that the position is ~c t i f i cd  
with a view to putting i t  bcjond an] doubt. 
[.Y. No. 3I(Prrrcr 3.95) o f  Apyetdix 1'111 t o  the Secoml Report (Few-,/I 

I.oX Snhlrtr)] 
k 6 o n  taken 

Thc '€uplanation' occurriny below itcm 41(5 ) [prcviouily itcm 91(5 ) 1 
of the First Schedule to thC Central Fxciw and Salt Act. 1913. has \incc 
k e n  dcletcd by the Finance Act. 1968 

( I ' < ~ t l ( , i l  6 )  A lldiif 
[F. NO. 1.5 '39/66-CXIV] 

Recommcnda tio n 
The Comniittec note that this is a straight caw of failurc to  1c1.y s p c ~ a l  

excise duty on p a p r  Board\, and they hope that such case\ will he avoitlcd 
in futurc. 

IS.  No. 34 (Purtr No. 3.109 ) Appertrlir V111 I 
Action iakcn 

The obcrvation\ of thc Coinlnittec hnvc bccn notcd. 
( Vetted by Audit ) 

[F. No. 22/2S/67-CX.I/I I 



' 
Thc Committee r v t  to observe that a loss of revenue amounting to 

Rs. 16,675 occurred m this case due to the failure of the departmental 
Officers to exercise sufficient care at the time of assessing tobacco wben 
cleared from warehouses. The failure of the officers merits serious notice. 
[S. Nt?. 36 (Para 3.1 23) of Appendix V I I I  to Second Report (Fourth Lok 

S(~blra)] 

Action taken 
Necessary action has been taken against three officers responsible for the 

lape. Two increments havc been stopped with cumulative effect of each of 
the two Inspectors involved and the Ikputy Superintendent concerned has 
been ccnsurcd. (Vetted by Audit) 

[ F .  ~VO. 15/29/67-CXIV] 

Thc Coninlittee are unhappy over the issue of executive instructions in 
Fchruae. 1960 and the notification in April, 1960 exempting cut pieces oE 
cotton fabrics from levy of thc handloom cess in contravention of the 
Section 5 ( e )  of the Khadi and Other Handloom Industries Developnent 
(Additional Excise Duty on Cloth) Act, 1953. The Committee are surpris- 
ed that none of the Ministriez concerned viz.. Commerce, Finance and Law 
was able to notice the illegality. The Committee h o p  that Govcmment 
will take early remedial action. 

[S. N o .  38 of Appendit 1'111 of  the 2nd Report (1967-68)] 

Action taken 
* B c  observations of thc Committee havc k e n  noted 
Necessary legislative action to amend suitably Section S(8)  of the Khadi 

and Other Handloom Industries Dcvclopn~rnt (Additional Excise Duty on 
Cloth) Act. 1953. is king taken hy the Minidry of Commerce. 

[I.'. No. 1/57/65-CXIIj 

Tlw undcrsiped if; dirccted to refer to the I-ok Snbhn Secretariat D.O. 
lcttcr No 15 '4 '67-PAC dated tk 21st August. 1968. and to state that 
so far ns the recon~mendations n~ade under wid No. 38 of Appendix VIlT 
to the ahove cited Report arc concerned. the Khadi and Other HItodlcKan 
Inductrirc Dcvelopmcnt (Additional Exciw Duty on Cloth) Amendment 
Bill. 1967. \C'M in tduccd  by the Ministry of Ccm~men;e in the Lok Sabha 
1.671 SS '68 4 



on the 14th November, 1967, but it could not be taken into consideration 
in the Fifth Session of the Fourth Lok Sabha due to want of time. How- 
exr ,  it is expected that the Bill will be taken into consideration in the 
sixth session of the Fourth Ldc Sabha. 

w- 
Under Secretary to the Gor.t. of India. 

To 
The Lok Sabha Secretariat, 
Public Accounts Committee, 
NEW DELHI. 

The Committee feel concerned over the incrcase of the totiil m a r s  of 
union e.xcise duties from Rs. 801.03 lakhs as on 1-4-1964 to Rs. 1109.84 
lalrhs as on 141965 (which includes Rs. 646.82 lakhs pending for mow 
than om year). Out of this figure, arrears of duty on unmanufacturcd 
tobacco alone have increased from Rs. 284.25 lakhs to Rs. 312.54 lakhs 
(which includes Rs. 239.09 lakhs pending for more than one ycar). Thc 
Committee have in their previous Reports stressed that vigorous steps should 
be taken to liquidate the arrears. T h y  regret e a t  there is no perceptible 
improvement in the position, especially in thc case of unmanufactured 
tobacco. They desire that the Board should take necessary action to arrest 
the upward trend of the arrears. 
[S .  No. 39 para 3.141 of Appendix VIII of Second Report (4th Lok Sabha)] 

Action taken 
The observations of the committee have been noted. Thc Collectors of 

Central Excise have again been instructed to pursue arrears cases coerge- 
tically so that arrears could be effectively reduced. Copies of instructions 
issued from time to time ore e n c l d .  

[F.  NO. 36/27/67€X-I] 

COPY OF BOARD'S LETTER F. 0 .  36,'11,'66-CX-I DATED 20-4-1966 
[CIRCULAR LETTER NO. MIX. (CE)-21/66] TO ALL COLLECTORS OF 

CENTRAL EXCISE 
SUBJECT :-Union Duties-Arrears o f  Revenue-Recornmendatiom o f  the 

Public Accounts Committee Para 265 oj 44th Report. 
1 am directtd to reproduce below the conclusions of the Public Accounlh 

Committee in para 265 of their 44th Report 1965-66. 
"265. The Committee feel c(~cemed to note considerable increase in 

the arrears of excise duties from year to year. Tbe Committee had vide 
para 62 of their 27th Report (Third Lak Sabha) desired that vigorous steps 
should be taken to liquidate the arrears. They regret to note that the posi- 
tion in this respect instead of improviag has deteriorated further." 

2. The Board h i r e s  that the abovc recommendations of the PuMic 
Accounts Commitbee shauld be kept in view and suitable mcasum takcn 
to pursue recovery action in all ptnding cases energetically so that arrear\ 
are effectively reduced. In this con& your attention is also invited to 
Board's letter F. No. 36/8/64-CX-I dated the 5th Docember, 1964. 



The Board may bc furnished with analysis of the pending arrears with 
a n  indication of the s t c p  taken to liquidate the same. Monthly progress 
reports should thereafter be sent to the Board regularly to enable the Board 
to appreciate the efforts made to reduce the arrears. Bad cases of armus 
where there are no chances of recovery, and cases where thc matter is pen& 
ing because of Court cases should be indicated suitably. In regard to c w s  
where there is no chance of recovery, it is better to write off thc arrears 
after proper examination in conformity with the instructions on the subject, 
instead of carrying a dead load of arrears on record, year after year. 

COPY OF BOARD'S D.O. LETTIJR F. NO.  36/11/66-CX-I DATED 2 3 ~ ~  
Aucusr, 1966, BY NAME TO ALL COLLLCTORS OF CENTRAL EXCISE 

SUBJECT :-Union Excise Dritiev-Arrears of Revenue-Reconzmendutions 
of the Plrblic. Accorrnts Conrmittee-l'im 205 o f  44th Repnr. 

1 am directed to invite your attention to the Board's letter of even 
number datcd 20-4-1966 and to state that the Board is seriously perturbed 
to find that the arrears of rcwnue. particularly in manufactured products arc 
\bowing an upward trend year aftcr year. Adverse comments ot the Public 
Accounts Committee in this connection and the Ministry's assurance to 
initiate energetic measure to liquidate the arrears have already been com- 
municated to you. In view of the present economic \~tuatlon of the country, 
it has become all the more neccsury that :ill pwernlnent due4 4hould he 
realised without delay. 

1 an1 directed by the Board to rcqucst you to devotc your pcr\onal atten- 
don to the matter and to ensure that the arrears. particularlv thmc pertain- 
ing to cases which are not sub jirdicr. are realiscd pron~ptly. It ir also desired 
that the monthly progress rcport called for under the Board's Icucr of ewn 
number dated 204-1966 should kc critically exarnincd h j  you before being 
despatched to the Board. 

S l l ~ . r r c T  :-Arrebrs of Centrrr.ci1 Excise Relunitc-Liqziitk~tiott oj- 

I am directed to refer to the Board's D.O. F. No. 361 1 1/66-C7?<1 datcd 
thc 23rd August, 1966 and to say that Chief Secretary or Revenue Secretary 
of the State Government concerned may be addressed by you demi-officiallv 
and if necessary contacted pcrsondl to request him to issue urgent instruc- .r( tions to District Collectors or other ecovery Oficers for expediting recovery 
of arrears of Ccntnl Excisc duty in cases where certificate action has been 
taken. 

C ~ P Y  OP BOARD'S LETI'ER F. N O .  36/8./67-CX-1 DATED THE 2 7 ~ ~  Jrq.v. 
1967 TO ALL COI.L.P.CTORS OF CFNTRAI. EXCISE 

SUBJECT :--Union Excise Dtcries Arrears i f  Revenice-LiquiJti~ion of- 

I am dirccted to refer to Board's lcttcr F. No. 361'1 11 ,'66 datcd the 20th 
April. 1966 and the 23rd August. 1966. A copy of paras I to 3 of the 



Director of Inspection Customs and Central Excise's U.O. note No. 503/2/ 
67 dated the 11-7-1967 on the subject noted above is enclosed. The B o d  
dc~ires that suitable measures may please be taken to effectively reduce the 
arrears and t o  dispose of appeals as quickly as possible. 
Para 1 to 3 from U.O. Note No. 503/2/'67 dated 11-7-1967 of Director 
of Inspection Custonls and Central Excisc, Ncw Dclhi. 

Reference is invited to the statemcnt 01' arrcars of revenue lor thc month 
ending March, 1967. It would bc observed that thc total amount of arrears 
in case of ruanufactured and un-nianufactured products at thc cnd of March, 
1967 are more than the corresponding month of the last year except in case 
of \+-&st Bengal. Poona. Madhya Pradcsh and and Orissa Collccto- 
rates. An analysis of thc statemcnt of arrcars ot' diffcrcnt Collcctorates 
show that hardly any cfiorts are being made to liquidatc the arrears in right 
carnest. It has been observed in a large nunibcr of cases that the disputcci 
assc.;iments in case of manufactured products are undcr correspondence 
eithcr between the assessees and the assessing officcrs or they arc pcnding 
at the Collcctoratc Headquarters for one re:k..on or thc othcr. In ;I large 
nun1bck-r of appeals. the papcrs arc reported to bc undcr scrutiny i n  the 
Collectoratc offices. In most of  the cascs. thc Collcctorate oliiccs have 
taken morc than two to three ycars to finalise thc c a w .  Hy and large thc 
officzn taken thcir own tinit. in finalisin! c a w .  with thc  cult that thc 
arrears are mounting up day by day. 

2 In  ca,c of un-manufactured product\. thc p u ~ o n  14 lar from wt.14- 

factor!. Ecery pear the arrcars show an upward trend Special team\ t o  
r e a l k  thc arrean haw not been fornled In nw\t of thc CoIlcctorate\. In  
fact. the realisation of the arrears is not k i n g  given thc attcntion. it dcwrcc4 
In most of thc Collcctorates, thc arrearc in respect of tobacco pcrtain to 
the years a\ far back as 1956. 

3. It k high time that all oftiom tahc up the work of liquitlat~on of 
arrcvn and finalisation of appeals and other caw\ under di\putc\ with all 7c;ll 
and carnestneM sincc the total amount ~nvolvcd i \  ot the ortlcr ot ;~Ptritt 
Rs 15.00,00.000. 

I am dircctcd to rcprtducc lslow thc conclusion of thc Public Accm~nt- 
Committee in S. No. 39 p r a  3.141 of thcir 2nd Kltpwt (4th I . o L  SaMiil) 

"S. No. 39-Para 3.141. 
Thc committee fccl wnccrned over the increaw of thc total ;irrcitr\ ot 

Union Exciw duties from Rs. 801.03 lakhs on 141964  to Rs. I 109.84 
lakhs a5 on 1-4-1965 (which includcs 646.82 lakhs pending for more than 
one ycar). Out of this figure arrears of duty on unmanufactured tobacco 
alone haw increased fmm Rs. 2R4.25 lakh\ to RI. 312.53 lakh\ (which 



includes 239.09 lakhs pending for more than one year). The Committee 
have in their previous reports stressed that vigorous s t e p  should be taken 
to liquidate the arrears. They q r e t  that there is no perceptible improw- 
ment in the position specially in the cace of unmanufactured tobacco. They 
.desire that the Board should takc necessary action to arrest the upward 
trend of the arrears." 

Thc Board desires that thc above recommendations of the Public 
Accounts Committee should be kept in view and vigorous steps taken to  
pursue recovery action in all pnding cascs energetically so that arrears arc 
effectively reduced. Perceptible improvement is possible only if Collectors 
take sustained perjonal interest to ensure that the causes for arrears arc 
removed and organist drivcs. Monthly report of progress made in the 
matter may be submitted for Board's information regularly and aftcr personal 
scrutiny by thc Collector. as required in Shri Narasimhan's D.O. lettcr F. No. 
36/11 '(idC3(-I dated 23-8-1 966. 

(ii) THIRD RI.POKT (FOURTH LOK SABHA) 

( i )  The Committcc notc that out of a total under-assessment of tax 
amounting to Rs. 1773 lakhs reported in the Audit Reports for 
the ycars 1962 to 1966, the Dcpartment has accepted objections 
involving undcr-rtsscssment of Rs. 788 lakhs and further the 
admissibility or otherwise of the audit objections involving a 
sum of Rs. 106 lakhs was \till to be decided. The ~0mmibtcc 
also notc that out of a sum of Rs. 788 iakhs for which the Audit 
objections havc k c n  accepted. the demands have been raised 
for Rs. 7 18 lakhs and a sum of Rs. 487 lakhs has been collect- 
ed as on 1st Dcccmbcr. 1966. 

( i i )  The Committcc &sire that thc Dcpartmcnt should take effective 
measures to recover the remaining amount ~.i,-.. Rs. 301 lakh-. 
for which audit ijbjections have hcen accepted. They also 
desirc that the question of admksibility or othem4sc of the audit 
objection involving a sum of Rs. 106 lakhs should also bc 
dccidcd early. Efforts should also be made to avoid wch 
cases getting time-barred. 

(iii) The Committcc are far from happy to note that out of a total 
under assessment of tax amounting to Rs. 1,773 lakhs reporte-d 
in the Audit Reports for the years, 1962 to 1966. only a sum 
o f  Rs. 487 lakhs havc h e n  rccovcrcd as on 1st December. 
1966. Steps taken by the Board in the direction of liquidating 
the arrears of under assessment of tax do not scem to have 
produced any substantial results. 
(S. Nn. 1 Para 1.22, 1.23 mi 1.24 of Appendis VII of Third 
Report 1 967-68 1. 

Action taken 
1.22 to 1.24 Instructions have been issued to the Commissioners of 

Income-tax to takc immediate stcp fnr recovery of fhe arrears. IF. No. 
83 '25 /48-I.T.(B). datcd 24-4-1968 (copy cncloscd) J. 

[F. No. F83/25/67-lT(Au&t)] 



F. No. 83/25/68 IT(B) 
CENTRAL BOARD OF DIRECT TAXES 

New Delhi, the 24th April, 1968 
To 

The Commissioner of Income-Tax, 
Madhya Pradesh/Mysore/Kerala/Bombay City*. III/West Bengal 

I-1WU.P. I&II/Madras 1-11 & Central Calcutta/Central Gujarat I & II/ 
Poona/Bihar & Orissa/Madhya Pradcsh Training/Assam/Rajasthan 

/Bombay Central. 
Sir, 

Pam 1.22 

Para 1.23 

Para 1.24 

I am directed to refer to Board's letter ho .  83/04/66-I..[.( H) d:itcd 
the 22nd December, 1967 and your replies thereto and to \ay that the pwi- 
tion of rectifications and recovery out of the under-assessments pointed out 
in the Audit Reports 1962 to  1966 was furnished to the Public Accounts 
Committee. The Committee has made the tollowing observation\ :- 

The Committee note that out of a total under assessment of 
tax amounting to Rs. 1.773 lakhs reported in the Audit Reports 
for thc years 1962-1966, the Department has accepted objcc- 
tions involving under-assessment of Rs. 788 lakhs and further 
the admissibility or  otherwise ol thc audit objections involving 
a sun1 of Rs. 106 lakhs was still to bc dccidcd. The Committee 
also note that out of a sum of Rs. 788 lakhs for which thc 
Audit objections have bccn accepted. the demand.; havc been 
raised for Rs. 718 lakhs and a sun1 of Rs. 487 lakhs has k e n  
collected a\  on 1st Dccemher, 1966. 
The Cornmittce desire that the Dcpartrnent should tnhz cficctive 
measures to rewvcr the remaining amount vi:.. Rs. 3 0 1  lakhs 
for which audit objcctionq havc k e n  accepted. Thcv a lw  
desire that the question of admissibility or otherwise of the audit 
objection involving a sum of Rc. 106 lakhs also bc decikd 
early. Efforts should also he made to avoid such caws getting 
time-barred. 
Thc Committee arc far from happy to notc that out of total 
under-assessment of tax amounting to Rs. 1,773 lakhs rcprtcd 
in the Audit Reports for the years. 1962 to 1966. only a sun1 
of Rs. 487 lakhs have been recovered as on 1st Decemb:r. 
1966. Steps taken by the Board in the direction of liquidating 
the arrears of under assessment of tax do not seem to havc 
produced any substantial results. 

2. The amount involved in cm:s where the audit objection iz l e t  to bc 
decided as reported by yol; is given in thc Annexurc. 

3. Thc Board is not at-all happy over the progress of the rccoveriec out 
of under-assessments pointcd out in the Audit Reports 1962-1966. The 



Board, therefore, desire that immediate steps taken to ensure that the 
amounts are recovered promptly. 

Yours faithfully, 
M/ - 

Under Secretary, Central Board of Direct Taxes 

Amortnts involved in cases where the audit objections are still to be decided 
as on 1-12-1966 

C.I.T's Charge 

2. Mysore . 
3. Kerala . . . 
4. Bombay City lI1 . . 
5. West Bengal 111 . . 
6. West Bengal 11 . 
7. Uttar P r a b h  . . 
8 .  UttarPradcjhI . 
9. Madras I, I1 and Ccntral 

10. Calcutta Central . 
11. Gujrat . 
12. Poona . 
1 3. Bihar & Orissa . 
14. West Bengal 1 . 
IS. Madhya Pradesh Trg. . 
16. Assam . . . 
17. Rajasthan . . . 
18. Bombay Ccnrral . . 

Audit Reports 

The Comniittee note that the number of cases that were revised by 
Audit during the years 1961-62, 1962-63 and 1963-61 (up to August, 
1964) wzrc 42,243, 84,485 and 1,63,1M respectively and the number of 
cases in which mistakes wzrc ndccd wcrc 8,603, 13,534 and 16,000 odd 
rcspoctivelj. Thc percentage which had come down fmm 20 per ccnt to 
10 per ccnt had gone up to 13 pcr ccnt in 1965-66. The under-assess- 
lncnt of tax has increased to R\. 865 lakhs in 1966 as against RY. 121 
lakhs in 1962. 

The Committee note that the following steps havc k e n  taken to im- 
prove the position regarding mistakes found in assessments :- 

( i )  The Commissioners havc been asked to nlaintain a register in 
rcprd to the various objwtions pointed out by Audit and 
s tags  at which rectifications havc been made; 

(i i)  It is now propod to take strongcr action a-gainst caring 
mcers; 



(iii) The number of Internal Audit parties have been strengthened 
thereby reducing the work load of the parties; 

(iv) The scope of lnternal Audit has becn made moro comprden- , 
sive; 

(v )  The Commissioners havc been asked to put more incometax 
officers in company circles so that the work load is reduced; 

(vi) Refresher courses and training courses havc been introduced 
for officcrs and staff. 

The Committee hope that thc results of these steps will be reflected in 
the future Audit Reports. 

IS. No. I Paras 1.25. 1 2 6  and 1 2 7  .4ppendi.x VII oj Third Report I967681 

Action taken 
The observations of the Comniittee have been notcd. 

[Vetted by mdir  vide Shri R.  Ilnlnnrhrmntrnicln's D.0. No. 2092-Rev.A,/ 
564-67-1, dated 3M-19681. 

IF. No. 83:'32/68-T1B.l 

The Committw regrct that, due to the incorrect application of the pro- 
visions of the law, therc was an under-asmsment of tax in respect of 6 
cases. These cascs disclose lack of a r c  in applying the provision of thc 
Act, on the part of the Income-tax Officer who has been warned by thc 
Commissioner of Income-tax. 
[S .  No .  2 of  Appendi.~ I'Il para 1.33 (Third Raport--&It I d  Snhho\ 1 

. . 
Action taken 

The obsenations made bv the Committec have been noted. 
[ l h l y  vetted h.v Audit vide D.O. No. 481-A/564-67-1, cltrreti the 30th 

J a n u w ,  1 968.1 
m/F. (D.R.  & 1.) F. No. 36 /9/65-IT(A1). datcd 15-2-68.] 

Another disturbing aspect in this case is that the explnnation of chc 
IT0 concerned was called for by the Commissioner on 13th October, 196fi. 
after a lapse of about 2 ycars from the date of the receipt of Audit ohja- 
tion. The Committee are surprised to be informed that thcre waq a delay 
on the part of the Commissioner to the cxtcnt of a year in callin for the 
explanation after the audit objection wa5 accepted in Octobcr, 1 65, and 
that tl~ere waq no pmmpmw in a numbc~ of cases. 

f 
The Comrnittce suggest that instructions laying down n timslimit 

within which the explanation shtn~ld be called for and ;d i spcd  of should 



be issued immediately. It should also be errsured that these instructions 
are actually followcd by the authorities concerned. 
[A'. No. 2 and para 1.34 and para 1.35 of Appendix VII to Third Report, 

1 967-68.1 
Action taken 

1.34. The observations made by the Committee llave beeri noted. 
1.35. As suggested by tho Committee necessary instructions have been 

issued to all rhc Commissioners of Incoac-tax in the matter vide Circulars 
No. 10-D of 1968, F. No. 83/34/68-ITB, dated 2 6 4 6 8  and No. 15-D of 
1968, F. No. 36/9/65-IT(AI), datcd 4-7-68 (Copies enclosed). 
!Duly vetted by Audit vide DRA's D.0. No. 3466-Rev.A/564-67-11, duted 

5-8-1968.) 
IF. No. 36/9/65-17'(Audit ) ]  

For Depnrtment Use on!\' 
F. No. X3/34/68-ITB (Audit) 

GOVERNMENT OF INDIA 
CENTRAL BOARD O F  DIRECT TAXES 

New Delhi, fire 26th April, 1965. 
CIRCULAR NO. 10-D (LXXIX-7) OF 1968 

Sr.,i : ,411dit of Central Revenues-Detection oj r n i ~ t a A e s - l 3 p l ~ i o n  o i  
oficiuls c.orrrer~ictl-Tin~e-litnir for ccrlling for di.~pposal of explam- 

11otr. 
In para 1.35 of its 3rd Report, thc Public .Account\ Committcr: h,i\ 

mndc thc following observation :- 
"The Con~n~ittce suggest that necessary instructions ijing down a 

time-lini~t within which the explanation should be callcd for and dib- 
p t x i  of 4iould be iwlcd immediatelv It should a1w tic emured tl int  
thcsc instructions arc actually followed h tho authoritie\ concern~d " 
2 .  Thc instruction\ regarding calling for explanation are contain& in 

I3o3rd's lctter No. 831103 66-1TB. datcd 23rd Junc, 1967. The Board 
dosuc that thc explanation, rcferrcd to therein should be cubniitttxi by the 
officials concc.rncd within .i formight of thc r ~ - c c ~ t  of thc rccorcLI and the 
Chrnmissioncr of Income-tax should dispmc o f  the explanation within :I 
month of thc rcceipt of thc cxplmation. I t  ma\. kindl) k cnsurd that 
these timc-limits arc strictly adhered to. 

Irrttler Secretms. Central Board of Direct Taxes 
Copy to :- 

1. All Commissioners of Incometax. 
2. All Directorate of Inspections. 
3. Bulletin Section with 3 spare copies. 
4. All Of!iccr Rr Section in Board's Oftice. 
5. I.T.( A.1) Soction. Furthcr action regarding scndinp a rcply to 

para 1.35 may please be tnkcn, 
sd/- 
Unrlcr Stwcrtrrv 



For Departnwnt Use only 
F. NO. 36/9/65-IT(A1) 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 
New Deliu, the 4th July, 1968. 

CIRCULAR NO. 15-D (LXXIX-8) OF 1968. 

SUB : Audit of Central Revenues-Detection of mis~nkes-Explurwliorl ol 
oflicials concerned-Time-litnit for d i n g  fur and disposal of 
explanations. 

In continuation of the Board's Circular No. 10-D (LXXIX-7) of 1968, 
dated 26-4-1968, on the above subject, the Board desire that the Com- 
missioners should call for the explanation of the officers responsible for 
mistakes pointed out by the Revenue Audit, whercver such explanation is 
found neccssary, within two months of tha acceptance of the Audit ohjtx- 
tion. 

a/- 
Under Secretary. Cetltral Bmrd of Direct Taxes. 

Copy to :- 
1. All Commissioners of Inconie-tax. 
2. D.I(IT)/DI(Inv)/DI(RS&P). 
3. Bulletin Section (with 5 spare copies). 
4 .  All oficcrs and sections in the Income-tax Wing. 

w- 
Utlrier Secrelary, Cetilrcil Bwrd of Direct Tcu-es. 

Recommendation 
The Committee regret to note that the mistake which occurred in this 

case was a purcly arithmetical and clerical mistake 'due to negligence and 
carelessness'. Had the assessing officer been a little more careful, thc 
mistake could have been avoided. 

They note that the explanation of the officer concerned in the Intern1 
Audit had been called for in September, 1966. The delay in calling for 
the explanation after the mistake had come to the notice of the autboritim 
indicates laxity on the part of the Department. The Committee hope that 
with the steps proposed to bc taken by the Board such inordinate delays 
~vould bc avoided. 

The Committee would like the Board to carefully investigate into tbb 
case so as to satisfy themxlve5 that there were no ntala fides involved. 
[Seriul No. 3 of Appendix VII Purtrs 1.40 to 1.42 ( 3rd R e p o r t 4 t h  Lok 

Subha) 1 

Action taken 
1.40 and 1.41. The obscrvations made by the Committee have been 

noted 



Instructions have been issued by the Board that prompt action should 
be taken by the Commissioners in calling for the explanation of the Ofiiccrs 
concerned in all cases where having regard to the nature of the mistake and 
the circumstances in which the misrtake was committed, t h e  is any suspi- 
cion of the Of£icer's bonu fides, or where there is clear prima facie impres- 
sion that there has been material negligence or other impropriety on the 
part of thc officers. 

1.42. Pursuant to the observations of the Public Accounts Committee 
the case has bcen investigated from the vigilance angle. It has however 
k n  found that the mistakc had occurred in adopting the share income on 
a provisional basis, which was to be substituted, later on, by the m c c t  
share income and that thc mistake was bonu fidf. 

The oficcr concerned has been warncd to be careful in future. 
[Duly ~wted  by Audit vidc DRAS D.O. No. 481-Rev.A/564-67/1, dated 

the 30th Janitary, 1968.1 

I Ministry o j  Finance (Depurtment of  Revenue und Insitrance) I.'. No. 
36/15,'66-IT(A1)-Ill, dated the 15th February, 1968.1 

The mistalc that o a u r r d  in this case cannot bc justificd evcn on the 
ground of heavy work load. Thc Committer: would like the Board to 
&sfy itself, after investigation, whether the mistake was born fide or 
deliberate. 

Thc Committee hope that in futurc action would be initiated at the 
time of rcccipt of Audit objection itself by the Board as a p e d  to by the 
Chairman, Central Board of Direct Taxes, simultaneously fix rectification 
and pursuing disciplinary aspcct of the case to avoid delay. 
[ S .  No. 4 urrtl pirruy 1.46 and 1.47 pi Appenclix 1'11 to the Tl~irii Report 

(4th I - ( 4  Sahha) , 1967-68.1 

Action taken 

1.36. Thc matter has k n  cxamined from the vigilance angle and it has 
been found that thc mistake was bona fide and not deliberate. 

1.47. Nccesmy instructions have beem issucci to all the Commissioners 
of Income-tnx that the observations made by thc PuMic Accounts Corn- 
mittec should bc brought to the notice of all officer< under their rcspcctive 
charges. In this connection a copy of the Board's h t e r  F. No. 36'1 /67- 
IT(A1)-111, datcd the 18th May. 1968, is enclosed. 
[Vetted by Audit vide D.0. No. 2624'Rcv.Arrdit/5M7-1, doted 5 th  

Irrne. 1968.1 
(MF( DR ) File No. 361 1 1 /65-IT(AI),  dated 10th June, 1968.) 



Fro111 

To  

Sir. 

Fa NO. 36/ 1/67dT(AI) -111 
GOW'ERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 
New Dclhi, dated tlze 18th May, 1968. 

Shri N. Srirmamurty, 
Under Secretary, Central Board of Direct Taxes. 

All Conmisioncrs of Income+t,ur. 

S ~ ' B J  rcr : I'rrblic Accowrts Cori~n~ittee-lrregrllaririas noticed h y  the Audit 
Parties of the C.  & A.G.--Ohsrrva!iorts made by the Comnittee 
it? their Third Report 1967-68. 

A rdercncc 14 invitcd to the Board's letter F. No. 7/56,/67-Cmd., 
dated the 23rd Nevembcr, 1967, with which copies of thc Public Accuunts 
Carnmittec's Third R t ~ r t ,  1967-68 were scnt to all Cornn~ission~.r, of 
1 ncome-tax. 

2. The pricc of  thc Report is Rs. 1.45 P. and cop~cs arc aitajlshl~ from 
Gencral Manager. Govcmnicnt of India Prtx. Minto Road. N w  Dclh? It 
is nemsar? that all the Inconic-tax Ofiiccrq \hould go throuyh thc R t v r t  
It may not be necessary to have a\ many c c ~ p i ~  as the nunibcr of Income- 
tax Officers, as one or two copies may hc enough for circulation in 3 circlc 
or District depending on the number of Incornc-tax Officer\. In future. 
thcnforc. >ou may purchaw adcquntc number of copies and \uppli + - r  thc. 
Income-tax Officers 

3. In several paragraphs of their Report, the Public Account\ Corn- 
nlittce had made obscn~ations regarding the irrcplarities which wcro notic- 
ed by the Audit Parties of thc Con~ptrollcr and Auditor Gencr;~l. The 
Public Acmunts Committw also recomrnendcd, in .wrnc of thee GWS, 
steps that should be taken to avoid recurrence of the mistakes. The Report 
of the Public Accounts Coniminev should, thercforc, be carefully stud~cil 
by you and necessary instructions issued to the officers in your cha rg .  A 
copy of the in\tructrans issued by you 3hould bc sent to ths Board :naMc 
thc Board to r e p r t  to thc Public ,.Zccount~ Conimitti,: on thc x t i tw '.&en 
o n  thcir rcconunendations. 

4. In  particular. your instructions should covcr thc follow in^ 
( I ) I n  the paragraphs notcd below, the Public Account\ Cmn- 

rnittec had rcrnarkcd on the dclay in taking appropriatc action 
after the receipt of the audit ohjcctimc ,and thc nccc\\itv t o  
avoid thmc delavc : 

Para 1.47 Pnra 1.91 
Para 1.82 Para 1.216 
Para 1.90 

The Board delire that the specific obscrvaticms of thc Public Aczountc 
Cornrnittce in thc akwc caw\ \houlJ be brought to thc noticc of the dli- 
ten. In futurc. action for rectification of ;~wxsmcnts should normally bc 



initiated as soon as the audit objection is received, unless the Commrssioaer 
of Income-tax feels that there are good grounds for not accepting the audit 
objection. In that case he should make a referents to the Board and stay 
the  completion of rectification or revision proceedings till the Board's deci- 
sion is rcceivd. 

(2)  In the following paragraphs, the Public Accounts Con~nlittee 
had made adverse comments on cases where the lncomdax 
OBcers, in making the assessments, had overlooked inipcrtant 
changes made in the law, or omitted to look into the previous 
records or failed to maintain proper depreciation charts in the 
filcs. as a result of which there was heavy loss to revcnuc : 

Para 1.62 Para 1.111 
Para 1.63 Para 1.114 
Para 1.69 Para 1.142 
Para 1.8 1 

The observations made by the Puhlic Accounts Committee in the above 
cases should be brought to the notice of thc officers and they should be 
ask& to be vigilance in applying the law and complying with the Depart- 
~ncntal inntructions. It should also bc ensured that tlic standing instruc- 
tions relating to the maintenance of a depreciation chart. in each case, are 
invariably complied with. 

( 3 ) Thc ohsewat ions made by the Public Accounts Committee in 
tlic following paragraphs d a t e  to cases, whtrc, on account of 
carelfis and ncglipnt handling by lncomstax Officers. gross 
riiistakcs c~currcd in the cornputation of total income and in 
the dctcrnmin;~tion of tax, resulting in considcrnhlc undcr- 
a~wssmcnt : 

Para 1.4s Parit 1.51 
Para 1.49 Para 1.54 

The Board dcsirc that the ob\cmations of the Puhlic Accounts Committct 
\hodti k- hrought t o  thc noticc of all x\c\\ing dficcr\ undcr your contrn! 
;mi r h t ~  ~hcwld he ;\\kc.d to rivotd cuch n~istakc\. 

( 1 ) In thc fc)lluwing paragraph\, thc Public Accounts Committee 
had conlnientcd upon the impection and supcr\ision of assms- 
mcnts carricd out h) thc lmpecting Assistant Comnlissioners : 

Para 1.63 Para 1.76 
Para 1.64 Para 1.126 

Thc Public :\ccounts Conunittcc'\ oh\cr\;1tion4 h ~ i ~ l c l  IW brought to tlic 
notlcc of all lnspccting .\\\iaant Commissioner\. 

Puhl~c l\atrunt\ Con~mitkv's obmvations 4wwlJ h hrcwght to thc nnticc 
of all officers undcr )zwr control. 



5. Action taken by you may plcasc be reported to the Board as desired 
in para 2 above, by 15-6-1968. 

Yours faithfully, 
w- 

Under Secretary, Central Board oj Direct Taxes. 

Copy forwarded to :- 
I .  D.I.(I.T.)/D.I.(Inv.)/D.I.(R.S.&P.), New Delhi. 
2. All Officers and Scction in 1.T. Wing. 

Sd /'- 
(Iniler Sccre!ar.y, Curltrcrl Board of Direct Tmes. 

Recommendat ion 
Thc Committee regret to notc the careless and negligent manna in 

which the assessment of a case in a hi_& income group had becn mado. 
They suggest that special steps should be taken to avoid such costly mis- 
takes in cases relating to high incoruc groups. 

The Committee also suggest that as arced to by the Chairman. Gn- 
tral Board of Direct Taxes. such case5 should bc gone into to find out 
whether there was any  u)llusion bctwccn thc asscswcs and an) of thc 
aficials of the Department. 

[S.  No. 5 and Para 1.54 of A p p r t d i ~  VII t o  'Ihirti Report. 1967-681 

Action taken 
1.54. (a) instructions have bccn issued to all the Comnlissioncrh of 

Income-tax vide B o d s  letter F. No. 36/1/67-IT(A1)-111, dated thc 18th 
May 1968, that the observations made hy the Committee should bc brought 
to the notice of all the oficers in their charges for guidancc and necessary 
actioa. 

(b) The cases referral to in this pan haw becn cxamincd from the 
vigilance angle and it has been found that tha-e was no collusion bctwccn 
the assessees and any oficial of the Department. 
[Vetted by Audit vide C. & A.G.'s D.O. N o .  37 14-Rev.A/567-67-11. eluted 

the 28th August, 1968.1 
[F .  NO. 36/lO/6S-l'I'(  A1 ) - I V ]  

The Commit& regret to note that the Income-tax O5ccr overlooked 
a very important change made in regard to the rates of tax applicablc to 
"resident but not ordinarily resident" persons in as many as  96 w. 
If this omission had not been rcported by Audit there would l~avr been :I 
h e a ~ y  loss of revenue. 

The Committee arc further surprised to learn that rhi. T;'orcign Section 
was last inspected by lnspccting Assktant Commicsioncr in 19.55 and only 
12 and 8 circles were inspected by him during 1963-64 and 1965-65 res- 
pectively which did nnt include thc Forcigp Section. 



The Committee desire that instructions should be issued to the Com- 
missioned to chalk out a programme for inspection o: all the <ricks at 
regular intervals. They also suggest that the changes brought out in the 
.law from time to time and the implications thereof sho~ld bc brought to 
the notice of all the officers collcemed immediately. 
.IS. No. 6 a d  Paras 1.62 to 1.64 of Appendix VII to Third Report, 1967-681 

Action taken 
1.62 and 1.63. The observations made by the Committee have been 

noted for compliance. 
1.64. As desired by the Committee, neccssary instructions have been 

issued to all the Commissioners of Income-tax vide Board's letter F. No. 
36/13/65-IT (Audit) 111, dated 4-12-68 (copy enclused). 
IVetted by A~rdit vide DRA's D.O. No. 5825-2916-Rev. A/564-67-1 

dated 3 1-1 2-68] 
[F. NO. 36/13/65-IT (Audit) Ilfl 

F. No. 36/13/65-IT (Audit) I11 

CENTRAL BOARD O F  DIRECT TAXES 
New Defhi, the 4th De.ccmber, 1968. 

From 
Shd S. Bhattacharya, 
Secretary. Central Board of Direct Taxes. 

All Commissioners of Income-tax. 
Sir, 

In their 3rd Report (1966-67)- the Public Accouub Committee haw 
rclcrrcd to onc charge where the Foreign Svtion had not becn iaspccted 
by the Inspecting Assistant Commissioner for nearly ten years since 1955. 
1hc Board chire that instructions should bc issued to all the lnspccting 
Assrstant Commissioners in your charge that ~ . C ) ~ ~ ~ ~ j  of inspection arc 
to be drawn up in such a manner that every Circle is inspected at least 
once in three pars. 

2. The Public Accounts Committee have also recommtmded that when 
changes are brought out in the laws from timc to t h e ,  the impl i cahs  
thee should be immediately brought to the notice of all the dfiaxs 
concemcd. In rsuancc of this recommendatita, tbi: Dimtor of Ins- 
ptim (R.S.& r) bas already pubhhed a cumpilation of the instnu- 
t i ~ s  on Financ8 Acts for the period 1962 to 1967. Besides, the Board 
;,]so haw issued instructions on the Finance Act, 1963 under their 
F. No. 1(234)/68-TPL, dated 6-7-1968. The Board dedn: that tbe 



instructions regarding the finance Acts should be citculatad to all the 
officers in your charge immediately, if not already done so. 

Yours faitbhlly, 
Sd./- 
Secretoly, 

Cerltrnl Board oj Direct Taxes. 
Copy forwarded to the Director of lnspection (Inconic-tax) with 

reference to U.O. No. 1 /4/4,/68-DIT/46,/2 1, dated 24th August, 1968. 

Recommendatiw 
The Committee: hope that the Board would take adequate steps to ensure 

that such big nlistakcs involving heavy financial loss to the exchequer arc 
not overlooked by Internal Audit. 

[S. N o .  ( P a m  1.66) of Apl~er~rli.r I'll o j  Tlrirtl Report 1967-681 

Action taken 
The recmmcndations of the Public Accounts Committee arc noted. 

The scopc of Internal Audit was revised and enlarged vidc instructions 
issued undcr Board's Circular F. No. 83/40/65-I.T.(B), dated the 17th 
March, 1966. It has already heen prescribed that the Internal Audit Parties 
should check the totals and also chcck if the total income was computed in 
accordance with the return and accounts and other material available on the 
record. As a result gf these instructions mistakes of the type mentioned in 
para 34(e) of the Audit Report. 1966 arc not likely to occur again. 

2. Instruction\ haw also bccn icwcd under Director of Inspection 
(Income-tax) letter No. M(6) ( 1  ) /67-D1T/100 datcd the 26th May. 1967 
and item No. X of the Minute\ of the Cm~n~is<ioners Conference held in 
August, 1967 that ail company assessments irrespective of the Income and 
100% of the other assessments involving; an income of more than Rs. 50,000 
should bc checked by Internal audit parties soon after the assessments are 
completed. 

In view ni the existing instruction4 no further imtmctions are considered 
necessary. 
[Vetted by A d i r  vide C. d A.G.'s U.O.  Nu. 3682-Re\~./564-67-I1, tlated 

the 23rd A~,qlr.\f. 19681 
[F.  hro. 3611 3,65-11'(AI) tArrdir)]  

Recommendation 
(a )  The Committee feel that the mistake had occurred in this cass due 

to failure on the part of the Inconic-tax Oficcr to exercise proper vigilance 
k a u s e  the computation in this case did not invdvc anv complication. 

(b) The Committee would like to be informed whether the amount has 
since been realised. They hope that such instances would not recur. 
[Serial No. 8 and Para 1.69 oj Appendix Vl l  to fhp 3rd Repor/, 1967-681 



Adan taken 
(a)  Necessary instructions have been issued to all the Commissioners of 

Income-tax vide para 4(2) of the Board's letter F. No. 36/1/67-IT(AI), 
dated 18-5-68 that the observations made by the Committee should be 
brought to the notice of all officers under their respective charges for 
guidance and nccessary action. 

(b)  No further recovery in this casc is possible. Reminders for early 
payment of the outstanding denlands have becn sent to Mr. J. C. Delmarc 
010 Eastern Bank Ltd., 2/3, Crossly Squarc, London, E.C. 3, but no res- 
ponse has yct been received from his cnd. 
I V e t f d  h y  Arrtiit vide C.&A.G's U.O. No. 5669-Rev.A/564-67-111, clulecl 

17- 12-68] 
[F .  No. 8 / 2 / 6 X - I T ( A ~ d t ) ]  

Recommendation 
From the fact\ placed bclow before them, it is difiicult for the Committcc 

to rule out the po\sibility of deliberate under-asbessment on the part of the 
I T 0  t o  favour the assessee. Thc Central Board of Direct Taxes have them- 
:elves raised the quc\tion of nialu fidc~ and asked the Commicsioner to see 
whcthcr the csplanation offered by the I T 0  was satisfactory. The Com- 
nlittce suggc5t th;tt a thorough investigation should bc conducted in thiq 
c a w  by the Board and thc result of the finding and the action takcn against 
thc officials found responsible communicated to thcm. 

( i )  The Conmittce find from thc \tatcmcnt showing action taken against 
dclinqucnt oficcr4 mentioned in cases in Chaptcr 1V of the Audit Report 
th:tt out of 53 caws no action has bcen considered nccessary in 4 cases. 
ahich are of a controversial nature: in one case the explanation of the officer 
has been accepted and in all the remaining 48 cases action has bcen taken to 
issue n warning to the otlicers conccrnecl. 

(ii) In the opinion of the Committcc. apart from the disciplinary action 
takcn or  proposed to be takcn in these cascs. a greater de.mec of vigilance. 
in\pcction and supervision of asxessment cascs is urgently called for with 
a view to preventing a\ far as possible. and early detection oE costly mis- 
t;rI,c\. 
IS. So. 9 rrrrtl ptrrtr.\ 1.75 trricl 1.76 oj Apperidis 1/11 to Third Report1 

Action taken 
In this casc the I T 0  adopted a lower income from Property for 

thc assessment years 1958-59 and 1959-60. than for thc two years imme- 
diittdy precedin2. 'Ihc Commissioner of Income-tax canccllcd u/s 33B 
the assessment ordcrs for 1958-59 and 1959-60. which were considered by 
him too low : His ordcrs for thew two years are "s111~ judice'' before the 
'Tribunal. Rcsidcs. thc AAC's orders confirming the highcr assessments for 
1950-57 and 1957-58 :Ire also beins contested by the assessee before tbe 
Incornr: Tax Appellate Tribuni~l. Till the pending four appeals are decided 
by the Tribunal and such decisions indicate thnt the ITO's action for thc 
assessment years 1958-59 and 1950-60 were palpably unjustifid, it will be 
impossible to cstablistt his ntala fiifes. if any. As it is the IT03 explanation 
has bcen found to be unsatisfxtnry and he has bwn wrrrncd. The matter 
will bc pursued. 
L67 I,SS/67.--- 5 



( i )  The observations made by the Committee have been noted by 
Government. 

( i i )  Necessary iostructions have bccn issued to all the Commissioners 
of Income-tax. vide para (4) of the Board's letter F. No. 36/ 1 /67-IT(A1)- 
1 1 1 .  datcd 18-5-68 that the observations made by the Committee be brought 
to thc notice of a11 the oficcrs under their rcspcctive charges. 
I I 'ctlcd by '4 ~rtlit vide C.&A .G'.v U.O. No.  359 I-Rer1.A/'564-67-111, tla/cd 

26-8-68] 
IF. A'o. 36/12/'65-17'(AI)III] 

The Committee regret to note that the a\sc\\ing officer did not carry nut 
the basic function of bcrutinl4ng the prc\iou\ acsessmcnts t o  find out 
\vhether the opening stock of a registered firm was the samc as the closinr 
stock of the proceeding year. Failure to exerciw proper scrutiny of thc 
accounts statements filed by thc assessee alongwith the Income-tax return 
~esulted in an under-assessment of tax amounting to Rs. 134,126 in the 
cacc of 6 partners of the firm. 

The Committee are not happy to note thc dilatory manner in which thc 
audit objection in this case was dealt with. They hope that, a\ assured by 
the Chairn~an, Central Board of Direct T;ixei. the audit p a n \  would he 
dealt with more promptly and at n highcr level in future. 
IS. No. 10 mrtl prrrcr~ 1.151 m t i  1.82 of Apprnt1i.r V11 lo Third Report, 

167-68 ( ~ t h  LOX Strhhci)] 

Action taken 
The observations made by the Committee llavc bcen noted. 
2. lnstructionr have becn ~ S ~ L I C ~  to all thc Commissioners of Income- 

tax ( \ itle Board'., letter I;. N:). 36/ 1 /67-IT(AT ) 111, datcd 18-5-68) that 
the observations made hy thc Committw he brought to  thc notice of all thc 
c>fliccrc in their charge\. 
[ l 'e/teti by Arrrlit vide D.R.R.'s D . 0 .  No. 291 7-Rec.Al56-F-67-1. c ~ i r ~ c ~ c l  

22-6-1968) 
[Wit!. o f  Fin. ( D R 6 1 )  F .  No. 36 1 9 / 6 5 - I f ( , 4 1 ) ,  clritcrl 2S-(,-IC)hS] 

Recommendation 
The Committee find that the Income-tax Officer failed to compute t l i ~  

income properly although the discrepancies were noticed in thc account\. 
The Conlmittec find from thc Note furnished by the Miniitry that "thcrc ~ ; i \  
no mala file on thc part of the Income-Lzx Officer" and that he hai bccn 
\i.arned to be careful. 

[ S .  N o .  1 1  and parri 1 .87 o{ Appcrttlix 1/11 to 'l'hirrl Rcport. 1967-hR] 

Action taken 
The obscrvations made by the Committee have becn notcd. 

[l'cltecl hy Audit vide DRA's D.0. No. 2091-Rcv.A/564-67. Vol. I ,  tl(rfcti 
30-4-19681 

IF. No. 3611 6 / 6 5 - I T ( A I ) ,  d ~ t c t l  6111 Mu!, 19681 



The Gmimittcc rcgrct to  find in this case yet another instance of delay. 
'Since delay in rectification and rcvision of aswssmcnts may affect the collec- 
Xion of public revcnue, thc Committcc nced hardly emphasize the urgent 
necessity of curtailing tlclays in such cases. 
IS. N o .  12 r r r d  Purrr 1 .Y I of Appendix V l l  to P.A.C.'.s 7'11ild Report, 

1967-681 

Action token 
The observations made by the Committcc have been noted by the 

'G~vcrnnicnt, for conipliancc. 
Instructions have heen issued (rqirlc Paragraph 4 of thc Board's letter 

F. No. 36/l/ '67-IT(Al) Ill, dated 3 8-5-68) to all the Commicsioners of 
Income-tax that thc observations made by the Committee should be brought 
to thc noticc of all thc :)lEccr\ under thcir respective charges for taking 
nccc\\ary ;rction. 

Recommendation 
'Thc Con~mittcc ch i r e  th;it witable in\truction\ should be iswcd ur$: 

upon thc Inconic-tau Officers to follow thc procedure correctly, so as t3  ful- 
f i l  thc rccjoircmcnts of law. 

1.S. hi). 13 crrtcl ptrru 1.97 01 Appcniiix 1.11 ro 7/1rrtl Report, 1967-68 1 
Action taken 

dc4ilcd by the C ~ n i ~ n i t t ~ e  in4tructions haw hccn issued ( l k l e  Board'\ 
lcttcr F. Ntl. 3 6 ;  1 67-lT(Al)  llI. dated 1 S-5-68) to  a11 the Commis4oncn 
o f  Income-I.\\ that the ob\ervation\ rccommcndations madc by the Com- 
mirtc.c \hould hc brought to rlw noticc of ail t l ~ c  ofliccr\ under thcir rcycc-  
tikc c h n l p  for guidance and ncccqsary action. 
il)rrl~ l c ~ f c t i  111.  Arrciif viclc n R . 4 ' ~  n.0. :Vo. 3 0 0 . % R c ~ . ~ 4  56-1-67-1, cl~rtcd 

2-7- 1968 
[F. N ~ I .  36/16 65-IT( A l ) .  rl'itrd S-7-l<)6S 

Thc Comniitrcc rcgrct that in the fird c;l\c though thc midake occurred 
in four ;~\\e\smcnts for the y c m  1961-63 to 1064 -6 ,  it was not noticed at 
m y  s t a y .  In vicw of the fact tlmt thc mistake had occurred in four asscss- 
mcnt\, the Committee dc i re  that witnhlc instructions he issued clearly bring- 
Ing out the provision< of thc Act. 
/.Sc.ritr/ No. 1 1  trrr(1 I'arrl 1 . lo2  of Appertdi.r 1'11 to Thin! Report, 1967-6s 1 

Action taken 

A, dcsircd by the Con~mittcc. necccsarv instructions hmc  been issued 
to  all the C ~ ~ n i n ~ i \ ~ i o n c n  of lncome T r ~ x  rsitlc Board's letter F. NO. 36,' 
1Y/6S-IT(AI ). c1;rtcd the 25th Novcmbctr. 1968 [copy enclosed). 

IF. NO. 36,'19,'65-IT(AI)] 



F. No. 36/19/65-IT(Audit) 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 
New Dellii, the 25th N o I Y w ~ ) ~ I ~ ,  1968. 

From 
Shri S. Rhattacharyya. 
Secretary. Central Board of Direct 'I'axcs. 

To  
All Commissioners of Income-tax. 

s~B.Jr-cr :-Dedrrctioit for. special reserrv crtwtrtl hy Fiiinrtciul Corporrrtions 
erigugd iti lottg-tern /iti~mcc !or & ~ ~ ~ I o / ~ t i ~ o r i t  it1 It~dio. 

Sir, 
In  cupersecsion of the Board's imtructions contained in their lcttcr of 

even number dated the 26th Junc, 1968 on thc subject. thc following ins- 
tructiom may please he brought to thc notice of all officcrs working in vour 
chargc : 
( I ) Prol.isioiis relevant to I I I C  as.wwticnt ytlirrs 196 1-62 to 1 964-65 : 

Undcr Scction 3 6 ( l )  (viii) of the Income-tax Act. 1961. prior to ~ t s  
amendnlent by the Financc Acts of 1965 and 1966. a deduction was to bc 
nllowcd in rcspect of any spccial rcscrvc crcatcd by a financial corporation 
cngagcd in providing long-tcrm finance for industrial dcvclopment in India. 
and such deduction was not to exceed "ten per ccnt of  thc total income". 
As the total incomc can bc dctcrmincd only ai'tcr making deductions of thi\ 
tvpe, the relief allowable under this Section was to be equal to I / l  l th  of 
the urns incomc before making the allowance. In their Third Report ftn- 
1967-68 the P.A.C. had occasion to comment om certain cases where such 
an allmvancc was mistakenly allowcd at I , / l O t h  of the gross inconic. 
instead of 1 / l  1 th. 
( 2 )  For the. assessment jenr 1965-66 : 

Thc same provisions as for thc asscssniznt years 1961-62 to 196-1-65 
apply a s  to the limit of deductions. Bcsidcs, in view of thc an~endnlcnt 
introduced by the Finance Act of 1965, the total incomc is to be computcd 
bcfore making anv deduction under Chaptcr VI-A. 
( 3 For fhe assesstnerit ~ P L W  1966-67 omr~ards : 

( i )  Total incomc for the purpose of this Scctim IS to  be cornputccl 
before making any deduction under Chaptcr VI-A. 

(ii) In the case of financial corporation\, whose paid-up sharc 
capital does not cxcecd Rs. 3 crores, the limit of dcduction i\ 
25% of the total inconic or  1/Sth of the gross incomc before 
making the allowance u/s  36( 1 ) (viii) [Provision intrduccd b\. 
the Financc Act. 19661. 

(iii) rn thc caw of othcr financial corporations 10% of the total 
incomc or l / l  l th of the gross incomc, as for carlicr years. 

Yours faithfully, 
Sd/- 

Secr~tary . 
Cerrtrol Board of  D i m  t Tmrs .  



Copy fowirdcd t:, :- 
( 1 ) Thc Director of lnspection (Income-tax) . 

The Director of Inspcctmn (Investigation). 
The Director of Inspection (R.S.&P.) . 

( 2 )  A11 Officers and Scctions in the Income-tax Wing. 
( 3 )  Shri R. 13. Saxcna, Deputy Secretary (Budget). 

Recommendation 
Thc Conimittce suggest that a chart showing the depreciation allowed 

from year to year should be maintained in respect of all such assets to avoid 
similar mistakes in future. 
1Sericrl No. 16 uttd Part/ 1.1 14 cf Appendix 1/11 to the 3rd Report, 1967-681 

Action taken 
A\ dc\ircd by the Committee, instructions have been issued [vide 

Board', letter F. No. 3 6 /  1 /67-IT(AI)IIl ,  dated 18-5-68] to all the Com- 
~ ~ ~ i \ \ i o n c r \  of Inconic-tax that the obscrvations recommendations made by 
the Con~niittcc should he brought to the noticc of all thc officer, under their 
I c\pcct I \  L' charges f.w guici,~ncc ,tnd neccs\ary action. 

I l 'c,rtrrl h? Arrclrt vidp I)KA'.s !) .O.  No. 3003-Ker.A 564-67-1. dated 
2-7- 19681 

( I  . h'o 36 l5/OS-ll (A1 ) .  rlcrtd 8-7-1968 1 

The Committcc rcgrct to note that the oniission reported in this caw 
clcarllh cliscloics thc fail~rrc on the part ol' the I.T.O. t o  exercise elementary 
w x t i n ~  t o  x c  whether the awcsscc. Iiati furnished the nccccsary particulars. 
'The I.T.O. should haw cnrcfullv scrutiniscd the particulars, specially whcn 
;L large sum : ~ f  Rh. 3,70,535 was admitted as ;I dci~clopn~cnt rebate. 

'l'hc C'on~mittcc a h  wggcst that, having regard to the large numbcr of 
;1w>srncnt,, each Inspecling Assistant Coninlissioncr should check a certain 
number of cases of cacti Income-tax Oficcr undcr his circle st  regular 
intcr\.ali. 
IS. To. I S trrlcl pcrrrlv 1 . I24 utltl 1.126 of Apput1t1i.r V11 to Third Rrporf,  

1967-68 (4th I .oA Srrhlra ) j 

Action taken 
The observations mailc bv the Committcc have bccn noted and 

brought t o  the noticc of  the Cotiimis~ioncrs of Income-tin csnccrncd. 
1.136. Instructrons haw bccn issucd to all the Commissioner\ ot 

Inconic-tax I r-iilc Board's Icttcr F .  No. 36 1 (67-lT(A1) 111, dated 
18-5-19081 that the observations made b, thc Committee \hould be broupht 
to thc noticc of ;dl officer\ untlcr their rcspcctive  charge^. A COP\ of the 
instruction\ i\ cnclowd. 
j I ' ~ v t ~ t 1  111 .-tirclrt i d  A 1 0 Yo. 29 1 7-Rc1' 4 5hJ-67-1. c l t i ~ t d  

22-6- 10681 
11' 301 1 1 66-1 1 ( . 11 , ( / 0 t t p ( /  20-6- 19681 



GOVI:RNMENT OF INDIA 
CENTRAL BOARD OF DIRECT TAXES 

Ntw* Ilefii, c l t r t ~ t l  1 1 1 ~  ISth I\ltr\, 1968. 
I-rolll 

Sliri N. Sriramnmurty. 
Under Secretary. Central Board of Direct Taxeq. 

7 0 ' I  
All Commissioners of Incomc-tax. 

Sir, 
A rcfcrcncc i \  irnitcd to tlw B:vtrcl'\ lcttcr I-. No 7 56 67-Coord.. 

dated the 23rd Novcnibcr, 1967, with which topic\ of the Publrc Account\ 
Con~nrittec's Third Report, 1967-68 wcrc cent to all Coninri\\ioncn o! 
Incornc-tax. 

2. Thc price of the Report is Rs. 1.45P. and copicy arc at ailahle from 
Gcnel-:ll Manaycr. Government ol' India Press. Nlinto R o d  Xc\s Dellri. 
I t  is necessary that all thc lrwmc-tax Olficcrs sliould go through the Report. 
It n w  not be ncccssarv to have as many copie\ as the numhcr of Income- 
t;~.; Olliccrs. au onc o r  two copics may bc enough f o r  circul;~ti:~~ in  a circle 
or District dcpcnding on the nurnbet of Incolnc-tax Ofliccrs. I n  futurc. 
thercforc, you may purchaw ;~clccluatc number of copies ;~nd \upply to  thc 
income-tax OlIiccr-s. 

3. I n  scvcrx! paragraph5 of thcir R c p r t ,  tllc Public Ac~,clunt \  Corn- 
11:itti.e had 11l;dc obscnations regarding thc irl-c_culnritics which were noticztl 
by the Audit Partic< of thc Co~nptrollcr and Auditor Gcncral. Thc Public 
Accounts Committee a h  rccommcndccl, in sonic ol' thc'sc c;~wk. htcp t ha t  
?!~oulJ hc taken to avoid recurrence of the mi s t akc .  The Rcport of tllc 
Puhlic .Accounts Cornmittcc should. therefore. be carefully .;tutlic'cl b \  1 . o ~  
:~nd ncccirary imtructions ih~ucd to t l~c  ofiicers in \our c l ~ ~ r c c .  A ~('p! d 
the in\truction\ issued by you \hou1~i 1~ rcnt t:) thc h a r d  t o  cnablc thc 
Roarc! ta report to the Puldic Account\ Cornmittcc o n  thL* xt ion t:~kcn o f 1  
tll:ir rc'comr~lcnclation~. 

( i , I n  the p:traqraph\ notccl bclow. the Puhlic Account\ Cotn- 
inittee had rcrn:~rkctl on the dclay in taking ;~ppropli;~tc action 
aftcr- the rcccipt ol the audit objcctiorl\ ; ~ n d  the nicc'\~it\ t o  
nroid t h c ~  dclayi. 

Para 1.47 
Para 1.83 
P'll-a J .90 



The Board dcsirc that the specific observations of the Public Accounts 
Conmnittee in thc above cases 5hould be brought t o  tho notice of the 
officers. In future, action for rectification of assessments should normally 
he initiated as soon as the audit sbjection is received, unless the Cummis- 
{ioner of Income-tax feels that there are good grounds for not accepting the 
audit objection. In that caw he \hould makc a reference t o  the Board and 
stay the complction of rectification or rcvhion proweding\ till the Board'\ 
decision i\ reccivcd. 

(2) In the following paragraphs, the Public Accounts Conlmittee 
had made adversc con~ments on cases where the Income-tax 
ORiccrs, in making the assessments. had overlooked important 
charges made in thc law. or  omitted to  look into the previous 
records or  failed to  maintain propcr depreciation charts in the 
files, as a result of which there was heavy loss t o  revenuc : 

Para 1.62 Para 1.81 
Para 1.64 Para 1.111 
Para 1.69 Para 1.114 

Para 1.142 
'I'hc olxervati:)n\ m d c  by ttic Public Accountr Coniniittcc in the above 
c a m  should bc brought to the notice of thcl oficers and they qhould be 
a\ked to bc vigilant in applying thc law and complyini. with the Depart- 
mental instructions. I t  5hould also be enrured that the standins instruc- 
tions relating to the maintenance of a deprcci,~tion chart, in each caw, arc 
invariablv complied with. 

( 3 )  Tlic observation\ made by the Public Account\ Committrc in 
thc following p a r a ~ r a p k  rcl;~te to cares, where, on account of 
carclc\s and negl~gcnt handl~ng by Income-tax Oflieen. grcnq 
mi\tekc\ occurred in ttic coniput,rtion of totd income and in the 
determination of t ~ u .  rs,ultmg in  ccm\iderablc u ~ d c r -  
asm\nicnt. 

P,m 1 38 Pnr,~ 1 5 1 
P:ir:~ 1.49 P,ir'i 1.54 

'1%~ Bo:ird dc\irc that ohwrvalion\ o f  t h~ .  Public Account\ Conimittec 
4iould be hroucht tch the n3ticc oI' nil n,rcninfr ofliccr\ under !our control 
:tnd they should bc ,r\kcd to avoid wch mi\tnke,. 

( 3  ) In  the f o l l ~ w i n ~  pal ,yraphc. the Public Account, Cunimittec 
hacl commcntcd upon th2 inqcction and \uperti\inn of asses- 
nicnl, carr-icil out h \  111c lnkpccting ,4\4\1.1nt Commir,inners : 

P'rra 1.63 PCtra I .76 
 par,^ I .h-t Pi1r.1 1 . I26 

'l'hc Public . \ c ~ o u n ~ \  Committee'\ ob~cr\ationr \liould be brought to the 
n c l t ~ x  of : ~ l i  In\pcctins A\\i\tmt C~wmi,\ioner,. 

(5 )  In the follo\l ing par , ~ ? ~ ~ p l i \ .  the Publlc Account, Committee 
l i d  c:)nirnentctl upon the incm rcct manner in nhich the assess- 
ment\ of conl~:~ctnr\ had bc~,n con~plcted in romc e.i~c..;, only 
on the net piiymcnt\ rcccitctl tw tl~cni and not on thc y o \ ,  
p:rymcnt\. 

Para 1.93 
P , m  1 97 



Public Accounts Committee's obscrvations should be brought t o  the notice 
of all oficcrs under your control. 

5. Action taken by you niay please be reported to the Board a3 desired 
in para 2 abme, by 15-6-1968. . . 

Yours faithfully, 
Sd/- 

Under Secreiarv, 
Cetrtrd Bourd of Direct T u s c ~ .  

Recommendation 
The Committee arc glad to bc assurcd that a more scrious view would 

be taken of such lapses and individual niistakes and that cases would be 
looked at from the point of view of vigilance also. The C.anmittee suggest 
that the dossier of the lnconic-tax Ollicer should be maintained in greater 
detail. indicating various details of cases of wrong assessment and its subse- 
quent rectification. This. in thc opiniun of thc Cornniittcc. would help in 
toning up thc administration. 
I.';crid ;j'o. 1 8 orrd I ' ~ l . 0  1 . I25  of A l~pcrrdis V11 to Third Report. 1967-68 1 

Action taken 
Neccssan instructions have been hsucd to all the Commissioners of 

Income-tax trde Board'\ lcttcr F .  No.  36 1 67-IT(Al ) I l l .  dated 18-7-68 
(copy enclmxl). 
I Veltetl A~rtilt vldc C IS. A .C; ' 1  ( ' 0 3'0. 3665-Kc1..A 564-67-11, doted 

13-S- 196S] 
f F. NO. 3611 1 65-IT(Al)I l l ]  

Go\ I rc\ V I  \ r o l  I \ D I A  
CENTRAL 1 3 0  I R D  O F  DIRECT TAXES 

:YCII Ikllii, ~ L I I C L I  ~ J W  18111 J d y ,  1908. 
From 

Sliri S. Bhottachar~ya. 
Secretary. 
Central Board of Dircct Taxes. 

-ro 
4 1 1  Coniniissioncrc of Income-tax (by name ). 

Sr'li.1 rc T :-Aldit  o f  Ccr~lrtrl R ~ ~ ~ ~ r r r r r v - D e f c ~ ~ i o ~ ~  of ~lliituk~c-Explnrrrr- 
lion of oficials wnrerned-- 

Sir. 
Please refer to  thc imtructions containctl in para ( a )  of Hoard's Cirr--uhr 

F. No. X 3 (  103) 66-11 (13 1.  dated 23-6-67. 
2. In para 1 . I25 :)f their Report. thc Public Accounts Conin~ittec have 

chcrvcd ; I \  under : 
"The Committee arc &id to hc ;~\\ured that ;I morc wious vicw 

would be t d e n  of such lapes  and individual mi\takcs and that c s c s  



would brr looked at from the point of view of vigilance also. The Com- 
mittee suggest that the dossier of the Income-tax OAicer should be 
maintained in greater detail, indicating various details of cases of ,wrong 
assessment and its subsequent rectification. This, in the opinion of the 
Committee, would help in toning u p  the administration." 

Plcase, therefore, see that the dossier contains details o: cases of won$ 
asressment and its subsequent rcctificationr. 

Yours faithfully, 
Sd/- 

Secretary, 
Certtrul Bourrl oJ Direct Tuxe). 

Recommendation 
The Cminiittcc regret that this mistake that occurrcd in this cass was 

due to the application ot the provihion of the Income-tax Act, 1961, where- 
as the assessment was coniplcted under the provision of Inconic-tas Act. 
1922. Thcy hope that such mistakes will not recur in future. 
j.Sericrl No. 20, Pu-a 1 . I42 of Appendix VII lo Third Reporr. 1 C)h~-68]  

Action taken 
In\truclion\ have hccn i\wcd to all the Cornmi\sioners of lncomc-td\ 

that the recommendation\ made by the Cornniittcc be brought to thc n ~ t i c c  
of :ill the olliccr\ undcr their rcspcctivc charge\ Itlide paragraph 4 (2 )  of thc 
I h ~ r d ' \  letter F. No .  36 1 67-1 r'( A1 J i l l .  d;~tcd 18-5-68]. 
I I  m ~ l l  /PI* Arrrlrt vide /IRA'.\ 11.0. .Yo. 298-1-Re1'.A 5633-67-1, I P ~  

28-h-hti] 
[ ~ \ f i r i i ~ t r ~  of F'iiiut~c~ ( l l t~pu~tr t ie~l t  oJ Re~.c~rlrrt? & 1tr.wrtrtrrc) F. .Vcr. .3t. 16/ 

65-!7'(A1 1. tltirrcl 5-7- 1908J 
Recommendation 

Tht: Conim~ttci. .ire un,tblc to ~~ndcr\ tand how a mi\t,~l\c could (KLLIT i l l  

t h ~ ,  caw lvhcn the orclcr of the H~gh Court in ;I 41milar c.iw undcr t!ic 
charge 01 a diffcrerit C:mnii\\ioner wa, qxxially brought to the notkc ot 
thc 1.T.0. Thc I T . 0 .  hail bcforc him all the relevant fact\ about thi: 
nature of the hu\inew and the partnu., of the firms who ucrc rcfuwd : q i +  
tr'ltion in mother circle. 

The Cornmittcc sugcst th.d the L3oarJ \liould inimcdiatcly go into the 
caw from the point of vigilance and intimatt to the Committee thc findinrs 
and the ilction trihcn thcrcon. 
(S(~riri1 .Yo. 2 1 trrrcl I'trros I .  1-18 crtltl 1.149 of ilpper1t1i.r 1 '  t o  Thircl Rt,!u~rt .  

1907-681 
Action taken 

1.148. The oh\crvation\ m;tdc by the Cornmittcc ha\c bccn noted. 
1.119. l'hc c;t\c has hccn exrtniincd Croni thc vigilance angle hy the CIT, 

who i, satisficcl that no itttrln (itlcs arc involved. The Ro;~rd ha% 31\0 
cxamined the case fr:)m the vigilance nn_clc and is satisfied that no rwla 
f k l e ~  arc involved. 
I l ' t ~ t ~ c d  h j  ,4lrtlir vide C'.cCA.C;'.\ ( i . 0 .  ,YO. 37h7Re1'..4/63-67-11. ,iti~r'ti 

38-h-081 
[I;. No. 3h/ 13 6~5-17'(AI ). chfc.cl I?-O-l OOX 1 



Recommendation 
The Conmittel: regret that the Board did not have complete informa- 

tion about the fifth case even though they received thc audit para about two 
years ago. They expect the reprcsentativcs of the Ministries and Depart- 
mcnt.; to be fully prepared with facts and figures whcn appearing before the 
Cornmittce. 

[S. .Yo. 23  rirltl p r o  1 . IS1  of Appenti ir  b'II to the. Third Report] 

Action taken 
The oh\cr\.ation, made by the Committee h;r\'e Occn noted by the 

Government. 
[ I  'c~terl hy Arrifit vide C.& A .C's U.O. 9'0. 36C)7-Rc1,. A '564-67-1 1.'. tlutccl 

28-8-681 
[ F .  .YO. 36 IOJ65-IT(AI)] 

Rccammendation 
Thc Conlrnlttcc regret that the Board did not have co~nplctc in forn~~r-  

tlon about the fifth case even though the! rcccivccl thc audit para about 
trio \c,u, as.'. They c;pcct the rcprc\crit,~tiw\ of the Mini\tric\ and 
D:p;irtmcnt\ to bc fully prcp:lrcd n ~ t h  ILict\ and ligu~c\ hhcn appealing 
befort: the Committee. 

[S. .Yo 23 o f  4ppcr1tlr1 1'1f 13i 711iicl R e p o r ~  (ro1irt11 1,oX Sohhrr ) ]  

IIctio~l taken 



ncc~h no spccial reiteration. The Committcc had made Gmilar observa- 
t ion~ in thc past also, virlc para 106 of thcir 19th Report (1955-56) and 
par;! 30 ot the 14th Rcport (3rd I.ok Ssbha) which had been brought to 
the notice of all thc Minictrics/Dcpartn~cnts. As the Ministries are aware, 
it i i  iyu;~lly ncccc\ary to take prompt action on thc irregularities and points 
n~cri;;tiriccl in tho Audit Jicport wcll in advancc of thcir consideration by 
PAC . w that the Committcc might bc informed of the final position at the 
h4r .~iilc a n d  not mcrcly told that thc matter would bc looked into. 

2 .  Tlic Minhtry of Commcrcc. ctc.. are rcquc5tcd to issue suitable ins- 
t l u~+ ,ons  to all conccrncd for emuring tjnicly nctinn on audit para% and for 
hcc.1 ~ n q  the Mi16try's rcpre.;cntative\ appearing before thc PAC, fully brwf- 
ccl \ \  1111 l u l l  and up-ttrdatc I'act. 

Sd./- 
Dcpuf\ Scrt.c~tur~ to 111e Govt. of lnrlin 

To 
All Minictrics Dcptt. of thc Goit of India. 

No I-. 12 (32 )-t( Coort1 ) 167 
Copy f:)rtvardccl for infc~l.~nation to :- 

(.i ) All Espenditilrc Rrancl~cs. 
(ii ) Dcpnrtmcnt of Rcvcnuc k Insurance (Coord. Section ) . 

( iii ) I.ok Sabha Secretariat (PAC Branch). 
(iv ) A.G.C.R., Nc\v Dclhi. 

Scl - 
LJrp~r l ! .  Secrcrar!. to I / I P  Go1.t. of IfrdiCi. 

Thc. Cr~~nrnittc'i. may hc infol-mccl of thc nctiori tr~ken on thc ce.uplan;itii>ri 
of t!w I ~ c o I I I L ~ . ~ ~ ;  OfIkcr ;1nd 111c a111ount oI' t a x  rcco\~ ' rc~I .  

:\'o. 2 0  i/tt<i I'(~IYI 1 .I-: ,,i . - l pp~ t t~ l~: i  i.11 10 TIlirJ Rcporf.  lQ67-6Yl 
. i d a n  taken 

Tlw Cornniiitcc u n J c r w ~ J  fronl ,Audit that tho~rali thi. ncsC\.nlcnt \vn\ 
conipi~tcd in I)ccc~iil~cr IW.;. ~ I I C  c:w \\.;I.; nc3t clicckc~l in lntcrn:!l At~tfit 



till thc mistake was pointed out in January, 1965. The Committee suggest 
that in respect of cases rclating to  companics. particularly falling undcr 
higher income groups, the Board should take steps t o  get the assessments 
checked in I n t p a l  Audit within a reasonable time after the assessments 
are completed. 

[S. No. 27 Pwa 1 .I 77 of Appendix VII of Tltirtl Report, 1 967-681 

-4ction taken 

The rccommcndatiws of the Public Accounts Committee are noted. The 
scope of lntcrnal A u d ~ t  was rckiscd and enlarged ~* ide  instructims issued 
under Board's Circular F. No. 83/40,65-l.T.(I3 ), dated thc 17th March. 
1966. It has already been prc\crihcd that the lntcrnal Audit Partics should 
chcck thc totals and also check if the total income was computcd i n  
accordance with thc return and ;~ccwnts  and other material available on the 
rccord. As a rcsult of these instructions mistakes of the type mentioned in 
Para 31 (c )  of the Audit Rcport, 1966 are not likelv to occur again. 

2 In~tructions h,l\e ;11so bccn i\\uccl under Director of Inspccticw 
( Incomc-tax) kttcr No. M ( 6 )  ( 1 )/67-DIT 100. dated the 76th May, Ii)h7 
dnd item 50. 8 of the Mrnutes nf the Comm~s\ioners' Confercncc hcld i n  
A u y ~ \ t ,  1967 that all company .lwssmcnt\ rrre\pcctivc of thc income and 
100% of the other asws\mcnt\ ~ n ~ o l v i n g  an incomc ot more than Rs. 50,000 
\hould bc chcched by l n ~ r n d l  aud~ t  pir t iu  won ;iftc~ thc a\\c'sqments arc 
coninlctcd 

Recommendation 

1 he statement h<~s  hecn lurnishcd to the (ornn~ittcc Tlic Commi!tcc 
note that. out of a I N ~ C  number ot ca\c\ included iq the rtatcnlcnt. thcrc 
'ire 2 3  cascs of conipanrcs \%tlc.rc arrcar4 of income-tax outstcrnding on I \ [  
Xpr~l ,  1966. was R\.  2 1,1hhs or more in c , ~ h  casc. Thc arrcars or 
Income-tax out\tandrng agdrnst thew cornparues amountcd to Rs. 13 9f-, 
<fore\ ( Approximatc ), out oi \i hich appeals have been prcfcrrcd hq thc 
companres concerned to Appcllafc Assistant Comm~ssioncr/Commr\~i t~~l~r  
of Income-tax/Trihunal in rc\ptct oi R\.  7.25 crore\ (Approximate) of  
mcomc-tC~x whilc thcy havc pone up in apixxls to courts in respcct of 
income-tax arrcars amountin2 to Rs. 1.1 2 crores (Approximate). Thc 
Committee need hardly \trcs\ that cqrrry clTort\ should bc made by Govern- 
ment to ~ p c c d  up the rccoven of arrcars from thcu: big companies, spcciall~ 
In rc4pcct of amount of Ks. 5 5 9  crores which 1s not undcr appeal. Thc 
Coniniittee urould lihc to ur~tch thc pr:yrcs\ r n d c  by Government 111 
recovcrinq thew amounts through future Audit Report\. 
15 k'o 2% of Apprnrlik 1/11. Pma l .IK4 o/  /he 711ird N ~ p o r . /  of PAC. 

1967-68! 



Action taliltn 
The recommendations of the Committee havc been noted. A copy of 

the instructions issued to the Commissioners of Income Tax in this regard 
is enclosed. 

[Vetted by Audit vide D.O. 2092-Rev.A j564-67-1, dufed 30-4-19681 
[ F .  NO. 83/33/68-l.T.(B) .] 

F. NO. 83/33/68-1T[B) 
Govr K N M C N T  01: INDIA 

CENTRAL BOARD OF DLRECT TAXES 
N e ~ v  I)elhi, rile 4th jrrly, 1968- 

From 
Shri A. U. Rao, 
Under !kcrctary. Central Board of Direct Taxes. 

T o  
All Conlmissioners of Income-tax. 

SUB r1:c-r :-P.A.C'.-Third Report o/ rlw Cornmittre-Recornn1c~rt~1ution.v 
tnudr in yuru 1 .  I 84-Arrecrrs otrtstandin,q u,qainst companies 
rnenrionetl in rlrp IClor~~poly  Co~irrni~sion's Report. 

Sir, 
1 am directed to say that in Board's letter NO. 83/97;66-I.T.(B ), 

dated the 24th December, 1066. information regarding the arrears out- 
standing as on 1st April, 1966. against companies mentioned in the M o m -  
p l y  Conlmission's Report was called for from you. The information fur- 
nished by you was supplicd to the Public Accounts Committee. After 
examining thc information furnished to tlic Committee, the Committee has 
made the following recommendations :- 

"The statement has h e n  furnished to the Committee. The Com- 
rnittec note that out of a large number of cases included in the statement 
thero arc 23 cascs of conlpanies where arrears of income-tax outstanding 
on 1st April. 1966 was Us. 25 lakhs or  more in each case. The arrears 
of Income-tax outstanding against thcse compmies amounted to Rs. 13.96 
crares (Approx. ). out of which appeals have been preferred by the 
cornpanics concerned to Appellate Assistant Conmissioner/Commis- 
sioner of Income-tax 'Tribunal in respect of Rs. 7.25 crores (Approx.) 
of income-tax. whjlc they have. ?one u p  in appeals to courts in respect 
of Inconic-tax arrears amounting to Rs. 1.12 crorcs (Approx.). The 
Committee necd hardly stress that every effort should be madc by 
Government to speed the r e c o v c ~  of arrears from these big companies. 
5pccially in respect of amount of Us. 5.59 crores which is not under 
appcd. The Committee would likc to watch the progress madc by 
Govcmnicnt in recovering these amounts through futurc Audit 
Rc'norts." 

The Board dccirc that immediate s t e p  shoulcl be taken t> recover the 
arrears frorrl the comprtniec mentionr'd in the Monopoly Commission's 
Rcport. Pnrticul;tr nttcnlion \hould hc paid to cases whew arrears of 



Rs. 25 1;tAhs or n101.e wcrc reported to  be outstanding and not covcrcd by 
.appc;~ls. 

c o p y  to :- 
( 1  ) D.I. (IT),'D.I. (R.S.& P.)/D.I. (Invcstiption). 
( 3 )  All Ofticers and section\ in the 1.1'. \ \ k g .  
( 3 )  Bulletin Section (with spare copies). 

Recommendation 
The Committce understand from Audit that for watching the raisins of 

.a demand. and payment in instalmcnts of advance tax, a register' of demand 
and collection under section IXA is prescribed. The detailed proccdure for 
maintenance of tlie register and thc adjustnlcnt to be made on complciion 
of regular assessments arc Inid down in para 16 of Chapter XIV(a)  of' 
Ofice Manual, Vol. 11, Section 11. On completion of regular asses4ment 
payment under section 18A as per this registcr will have to bc taken to the 
Demand and Collection Register and a note to that efTect should be matlc in 
the remarked column of the 18A Dcmnnd and Collection Re&er. M'hilc 
making n demand for the payment of the balance of the tax from the posh 
demand, the advance tax paid and xljusted as shown in the Demand and 
Collection Register should be deducted. 

I t  is apparent that the correct procedure was not followed by the Incomc- 
tax Officer, resulting in a costly error. 

The Cornmittec dcsi~e that \uitable in\truclion\ brinpin~ o u t  the prclvi- 
sion of the Inw in  rccard to the mnintcnancc of the rcgi\tcr ctc. m t l  it, 
compliance ma!. be i w ~ c d .  

As sufirestcd by the Public Accounts Committce necessary instruction 
have been issued to all the Cs.1.T. vide Board's letter F. S o .  83/27/OK- 
IT(B). dated 20-3-68 (copy enclosed 1.  

1 . I  91. The oh\crvations mack by the Committee hnvc bccn notcd. 

1.1'13. Thc cxplmation of the oficcr concerned wilr ohtaincd and cua- 
mincd. I t  wa\ found to hc not \,lti\factory. Hc ha\ been warned to hc 
more careful in future. 

TDuly t*etfed hv  Audit vidc D.O. No. 2780-Rev.A/Sh4-67-1, chted 13-64R1 
[Min.  of Fin. (Deptt. of Rev.)  F .  No. 36/12/65-IT(AI) l l ,  dated 

2 1-8-1 9681 



GOVERNMENT 01: INDIA 
CENTRAL HOARD OF DIRECT TAXES 

Nru, Dclhi, the 20tIr April, 1968 
From 

'The Under Secretary, 
Ccntrol Board of Direct ?'axe\. 

1-( 1 

All Commissioners of Income-tax. 
Sir, 
SU B.J K T  : - K rcomment/~~~jon,r 01 the Public: A ccorttr~s Committee-Third 

Hrpnrt ( 1967-68). 

Attcriton is invited to para 46 of the Audit Report (Civil) on Revenue 
Receipts. dealing with irregular grant of refunds. The Revenue Audit had 
pointed out a few cascc wherein exccss refund of advance tax had been 
g k n  on xcount of non-observance of the prescribed procedure for main- 
tcnancc of thc Demand and Collection Register for Advance Tax and 
adjustments of the same on completion of regular assessment. Although the 
excess refunds allowed wcrc withdrawq as ;i result of the pointing out of 
mistakes by the Revenue Audit, the Public Accounts Committee. in paras 
1 . I  90 and I .  I02 of their Third Report ( 1967-68). have made thc follo\v- 
ing ohscrvations :- 

" I  190. Thc C:)mn~ittce i ~ n d c r h n d  from Audit t h ~ t  for natching 
the rai\ing of a demand. and payment in instalrnents of adbancc t ~ x .  ,I 

rcgistcr of demand and collection under section 18A is prescribed. Thc 
dctailed procedure for maintcnancc of the register and thc adjustment to 
he made on completm of rcgular nw\srnznts are laid down in para 16 
of Chaptcr XfV(a) of Oficc Manu;11 Vol. 11 Section 11. On completion 
of rcyul,ir 3\\c\wvxt pclym~nt undcr wction ISA. a\ per thi\ rcghtcr 
\ \d l  hacc to bc talcn to the dcnunil :ind Collection Regi\ttlr nod a nor: 
.)I" tli.it efkct \hould hL. madc in tlic rcnir~rk column of thc 1 8 ( A  ) 
l k u n ~ n d  ,rnd Collection Rcgr\tc'~ &hilc m'lhing a dcmcind for th2 
11 ivmcnt of halancc of thc t.11 from thc _cros\ dcrnand. the ad~ancc  tau 
paid ,ind adjwtrd a\ 4 o ~ n  i n  lhc' Ilemand and Collcction Rc?i\tcr 
\hoiilcl bc deducted. 

2. 1.192. T h c  Committee. dc\irc. that suitable instructions !>ringin: 
o u t  the provi\ion of tlic law i n  rcg:~rd tn the maintenance of the rcridsr 
ctc m c l  i t \  conipli.lncc may tw i\\uc.d." 
2 .  In t h i \  conncc~im. :rttc~llion i t  invited to tlic in4tructionc contniwd 

in  Ch,tptc.r NIV(a)  of Oflicc IL.f.~nu,~l Volume 11 Section 11. wherein thc 
prrxcdurc for issue of advance t: i~ notiws, maintenance of files and rceik- 
tcrc and watching of rccovcry of adv,incc t,lr dcnlands hm hccn prescribed 
i l l  dclnil. Thc 13oarcl dc\irc that you may ensure th.11 the prev.5k~l pro- 
ccdurc i4  stiictly f ( d l o u ~ I  in your chary.  

Recommendation 
nlc Commirtcc suggcst that thc Bo;rrcl should inkestigatc into the I;rp.,c 

and ascertain the circunict~nccs which lcd to thc doublc paymcnt. Suitablc 



instructions pointing out the correct procsdure in rcgard to such cases 
should be issued immediately. 

The Comniittee also desire to be informed whethcr the IAC who is 
responsible for checking refund orders in excess of Rs. 500 had looked into 
this case. 
IS. .Yo. 31 atld paras 1.201 arrd 1.202 o f  Appendix VII to Third Rcport 

1967-681 

Action taken 
1.201. In this case, the original assessnient for 195 1-52 completed on 

12-3-1965 resulted in a dcn~and of Rs. 58,456. As a consequence of an 
Income-tax Appellate Tribunal's decision, this order was rectified on 
22-6-1962 and the resultant refund of Rs. 45,749 was adjusted against thc 
demands for 1956-57 and 1957-58. 

\Vhile rectifying the order again on 24-9-1964 (for adoptins the assessee's 
reviscd share income from a firm), the Income-tax Officer gave credit to the 
asscssee for the full gross tax of Rs. 89,906 that had been paid and over- 
Io~ked  that an amount of Rs. 45,749 had alrcady bccn refunded (by way 
of adjustment) to the assessee on 22-6-1962. The incorrect action IS due 
to the lack of cnrc on the part of the I T 0  to study the case properly and 
apprise himself of the correct psition. for which an adverse entry has been 
made in his Character Roll. There is. howcvcr, no material to  suggest. any 
mda htle on his part. 

2. As sug~cstcd by the Coniniittcc, necessary instructions have been issu- 
ed to all thc Commissioners of Incomc-tax. A copy of thc instructions is 
sent herewith. 

1.202. This case was not looked into earlier by the Inspecting Assistant 
Commissioner. 
[Duly ~ ~ t t e d  hy  Audit vide U.O. N o .  3756-Rev.Ai'564-67-II. dated 23-8-68 1 

From 

To 

Sir. 

F. No. 36/'17i65-lT(AI) 
G O V E R N M E N T  OF ISDIA 

CENTRAL BOARD OF DIRECT TAXES 
N c w  Ddlri. the 31st J d y .  1968 

The Secretary, 
Central Board of Direct Taxes. 

All Comniissioners of Tnconic-tax. 

SUBJECT:-Public Accounts Contn~ittee-Irreg~llarities noticed by the 
Carnptrolkr & Auditor Cerwral regarding frregrrlar grant of 
refund. 

A caw of double credit for thc same amount paid by ad asscssec has 
been brought to the notice of the Board wherein an Order under Section 35 
of thc Income-tax Act, 1922 granting a refund of Rs. 45,749 was passed 



by an assessiag Officer, in June, 1962 and the amount refundable adjusted 
against the demands of Rs. 16,993 and Rs. 28,756 due from the asseslree 
for the assessment years 1956-57 and 1957-58 respectively. Again another 
rcctlfication mder was passed in September, 1964 in respect of the same 
assessment granting a refund of Rs. 49,882 ignoring the refund already 
 ranted by way of adjustment in Junc, 1962. This rcsultcd in an excess 
refund of Rs. 45,749. 

2. The refunds already allowed by adjustment could not have been 
missed, had the IT0 concerned looked into the relevant records carefully. 
I 1  was a casc of gross negligence. The Board take a serious view of l a p s  
of this type and desire that these be avoided in future. 

Yours faithfuIiy. 
Me/- 

Seere ia~ ,  Centrcl Board o f  Direct Taws. 
Copy to :- 

( 1 ) DI(IT) /DI(INV)/DI (RS&P). 
(2) Bulletin Section (with 5 spare copies). 
(3) All CMficers and Sections in the IT Wing. 

Yours faitbhrf)y. 
Sd./- 

Secretary, Centrol Board of Direct Taws. 

Recommendation 
From thc notc, it is seen that, a total amount of Rs. 39.95 lakhs have 

been recovered out of demands raised amuuntinp to Rs. 93.61 lakhs. 
It appears to the Committee that the omission to levy interest is wide- 

spread, which indicates that the steps taken by the Board have not been 
very effective. The Committee desire that steps should be taken to rectif) 
the cases beforc they become time-barred. 
IS. NP. 32 J'urrrs 1.208 and 1.209 o j  Apperuiir VII t o  Third Repor(] 

Action taken 

The obscrvations of the Committee have k e n  noted. Instructions have 
b n  issued again to all Commissioners of Income-tax to ensure that mis- 
takes are rectified promptly and in no casc the mistakes are allowed to 
become time barred (copy of circular enclosed ) . 
[Vcrted by Audrt vide C. (e- A.G.'s U.O. No .  3464-Rev. A/564-67, Vol. 111, 

doted 2-8-681 
1:. NO. 83,'24,'68-1TB. 

F. NO. 83/24/68-ITB 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF D m E C r  TAXES 
New Dellti, the 4th 1rrl.y. 1968 

From 
The Under Secretary, 
Central Bosrd of Direct Taxcs. 

1; 67 LSS4-6 



To 
All Commissioners of Income-tax. 

Sir, 
SUBJECT : Advance tax-omission to levy interest-Instructions 

regarding. 

In para 1.209 of Appendix VII of the 3rd Report for 1967-68 thc 
Public Accounts Committee have observed as under :- 

"It appears to the Committee that the omission to levy intcrest is 
widespread, which indicates that the steps taken by the Board have no1 
been very effective. The Committee desire that steps should be taken to 
rectify the cases before they become time barred." 
Lnstructions have been issued by the Board from time to time regarding 

proper and timely aclion for rectification of mistakes of on~ission to levy 
interest under section 18A(6) 215 or 18A(8)/217. In Board's letters 
F. No. 83/3/65-IT(B) dated 16-8-1965 and F. No. 6/34/65-ITJ dated 
263-1966 it was directed that Income-tax Officers may bc instructed to 
ensure that penal interest is levied in all cases, wherever it was leviable, and 
if an Income-tax m c e r  had omitted to charge proper interest under wction 
18A(6)/215 or 18A(8)/217, the omission should be made good by the 
Commissioner of Income-tax by resorting to section 33Bl263. In Board's 
circular letter F. No. 83/71/65-ITB dated 19-2-1966 a register. showing 
the progress of action taken regarding audit objection was, prescribed to 
ensure expeditious action in respect of mistakes pointed out by the  Audit 
and to Further ensure that no case is barred by limitation for want of action 
by the Department. The Board desire that these instructions should be 
strictly followed so that rectificatory action in respect of any mistake does 
not get barred by time. 

Yours faithfully. 
Sd./-  

Under Seerdary, Cet~tral Ronrri of Dirct r Taxes. 

Recommendation 
The Committee regret to note that due to failure to Ejvc effect properly 

to the orders of the Appellate Tribunal, there was an under-asscscmcnt of 
tax amounting to Rs. 27,537. 

(a)  The Committee desire that suitable instructions should tw issued 
indicating the action to be taken on thc orders of the Appellate Tribunal. 

(b) They also desire to be informed of the action taken against the 
Income-tax Officer and Internal Audit. 
[S. No. 33 a d  paras 1.212 and 1.213 of Appendix VII to the Third Reporr 

(4th Lok Sahha), 1967-681 

Action taken 
1.212. The observations made by the Committee have been notcd. 
1.213. (a) As suggested by thc Public Accounts Committee, n:ie?ssnry 

instructions have been issued to all the Commissioners of Income-tax vide 
Board's letter F. NO. 36/11 /65-ITf AI) ( I v )  (97), dated 14-5-1968, a copy 
of \\ h IC h is enclosed . 



(b) Explanations of the I.T.C. concerned and the Supervisor of $he 
Internal Audit Party have been obtained. They have been warned to be 
more careful in future. 
[Vetted by Audit vide D.O. No. 2625-Rev. A/564-67-1, hted 5-6-1968] 
Win. of Fin. (DR) F. No. 36/11/65-IT(A1) ( V I ) ,  dated 10th June, 19681 

F. No. 36/11/65-IT(A1) (IV) (97) 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECI' TAXES 
New Delhi, the 14th May, 1968/24th Vaisakha, 1890 (Saka) 

From 
Shri P. G. Gandhi, 
Under Secretary, Central Board of Direct Taxes. 

To 
All Commissioners of Income-tax. 

Sir, 
SUBJECT : Mistakes conrmiffed uhile giving eflect to Appellate 

Orders-PAC's Report, 1967-6GAction regarding 
paras 1.212 und 1.213. 

During the course of the revenue audit it came to light that the assessee, 
a limited company, had incurred expenditure of Rs. 1,94,552/- on repairs 
of a ship before its sale. The Appellate Assistant Commissioner of Income 
tax held that the expenditure should be regarded as capital in nature and 
added to the cost of the ship. The result was that the income was increawd 
by Rs. 1,94,552 and capital gains computed for that year was correspon- 
lngly reduced. The decision of the Appellate Assistant Commissioner was 
confirmed by the Tribunal. The Income-tax Officer failed to carry out thc 
order of the Tribunal which resulted in a revenue loss of Rs. 27,537. 

3. The Public Accounts Committee has taken a serious view of tbis lapse. 
The Board desire that utmost care should be taken while giving effect to the  
appellate orders. The Commissioners of Income-tax will please ensure that 
appellate orders are scrutinised properly and such lapses avoided in future. 
The I.A.Cs. may please bc instructed to check the Appeal Re_eister in the 
I.TO's office periodically to ensure that all appellate orders are being duly 
cntered in the register and effect given to them promptly. 

Yours faithfully, 
%I./- 

Under Srcrctary, Central Board of Direct Tn.rer. . 

Recommendation 
The Committee understand from Audit that the audit objection  as 

raised in November, 1961, and till 31st March. 1964, the Department had 
not taken any action on the audit objection. The Board should investig;rte 
into the Circumstances in which no action was taken on the audit objection 
for over two years. 

(b) Thc failure to take timely action rcsulted in a loss of revenue 
amounting to Rs. 20.316. The Committee arc distressed to note that due 
attention was not paid to this audit objection. The Committee expect the 



Department to set an example for others to follow. They hope that the 
Department will take necessary action to avoid the recurrence of such a 
lapse. 
[S. No. 34 and para 1.216 of Appendix VII to Third Report, 1967-68 (4th 

Lok Snblla)] 

Action taken 
1.216(a) The circumstances under which action happened to gct time- 

barred and the explanations offered by the oficials who were in charge of 
thc file have been examined. A warning has been issued to the Incometax 
Officer concerned and a copy thereof has been kept in his Character Roll. 
The two Upper Division Clerks have been warned to be carcful in future. 

(b) As suggested by the Committee, necessary instructions haw been 
issued to all the Commissioners of Inconle-tax vide para 4( 1 ) of the Boards 
letter F. No. 36/ 1 /67-IT( AI) , dated 18-5-68, that the observations made 
by the Committee should be brought to the noticc of all the officers undcr 
their chargc for future guidance. 
[Vetted by Audit vide D.R.A's U.O. No. 4450-Rev.Al564-67-111, &etl 

14-10-68 1 
[F. No. 361 10/65-IT(Audit) 111 

Recommendation 

Thc Coninlittee feel that both under-assessment and over-assessment arc' 
not in accordance with the provisions of the law and should be guarded 
against. They hope that the Central Board of Direct Taxcs would issue suit- 
abk instructions to the Income-tax Omeers to adopt a corrcct nsscFcsment 
year so as to bring the whole position in accordance with the provisions of 
the Income-tax Act. Action to rectify the assessment with the provision of 
tho Act should also be taken. 

[S. No. 35 a d  Para 1.223 of Appendix VlI to Thirrl Report, 1967-681 

Action taken 
(i) Thc Committee's recommendation that both under-ascessment and 

over-assessment are not in accordance with thc provisions of the Income 
Tax Act and should be guarded against. has been noted. 

(ii) Instructions have already been issued in the matter by the Board 
vide letters F.No.83/24/66-IT(B), dated 23.6.66 and F.No.83/25/68-IT 
(B), dated 24-4-68 (copies enclosed). Recently further instructions haw 
bwn issued vide letter F. No. 15/3/68-IT(Audit), dated 13-11-68, 
which have been sent to thc P.A.C. in reply to para 2.54 of their 2913%: 
1967-68. 

(iii) Further in this case, the assessment for the assessment year 196263 
has been completed including therein two years' share of profit. The penalty 
pqediiogs u/s 273 (a) are pending. The Income-tax Officer has beerm, 
directed to complete the same early. 

[F. No. 36/20/65-IT(Audit) , dated the 12-2-68] 



From 

To 

Sir, 

In 

F. No. 83/24/6&IT(B) 
CENTRAL BOARD OF DIRECT TAXES 

New Delhi, ihe 23rd June 1966 

Shri Wasiq Ali Khan, 
Secretary, Ccntral Board of -Direct Taxex. 

All Commissioners of Income-tax. 

their 46th Rewrt. the Public Account5 Committee refcrred to a . - ,  - 

wse whcrc a large amount was written off, as a substantial psrtion of thc 
cicmand was due to over-:~sscssmcnt and overlap?ing additions. They haw 
crnphasizcd the need ior curbing thc tcndency on the part of officers to 
inflate thc assessments as such as tendency would rcsult in undue hardship 
and harassment to the awssecs. 

2. I'hc importance of making realistic asscssmcnts which may stand the 
lcst of appeals and may facilitate the rceovcry of taxcs assessed need hardly 
i x  emphasized. It should. thcrcforc. bc impressed upon the Officer not to 
ru&z inflatcd assessments ~vhich may only result in paper dcmand and 
cuplsc thc Depnrtmcnt to ;idvcrsc criticism. 

Yours faithfully, 
Sd/- WASIQ ALI KHAN, 

Scwc~ttrr.!., Cc~lirol Boclrd of Direct Taxes. 

F. NO. 83/25 '68iI.T.(B) 
('1:N'TRAL L30.2RD OF DIRECT TXXES 

Ne\r 1)cllli. rhc* 24th April, 196s 

To 
Thc Commisbioncr of Incomc-Tax, 
Madhya Pradesh/My~ore/Kcr,113,'Bomb3y City:' III/Wcst Bengal 
I-III1U.P. I&II/ Madras 1-11 6i Ccntral/Calcutta Ccntra1,'Gujarat 
I & JI/Poona/Bihar B Orissa,/Madhya Pradcsh Training/Assam/ 
KLijasthan/Bombay Ccntrnl. 

Sir. 
 sue^ r c r : P A  .C.-Rr&onu?lt3~l&iofls of the P.A.C. ~ m d e  in the 

Third Report-RectificaJion of nli~fukes u ~ d  recovery 
of rulder-asscls;~r~~e~s-Instr~~ctionr regarding- 

I m1 dirccted to rcfcr to Board's letter NO. 83/94/66-I.T.(B) dated the 
;?2d December, 1967 and your replies thereto and tcrsay that the p i t i a n  
of rectifications and rccovcry out of thc under-assessments pointed out in 



the Audit Reports 1962 to 1966 was furnished to the Public Accounts Com- 
mittee. The Committee has made the following observations :- 

Para 1.22.-The Committee note that out of a total under assessment 
of tax amounting to Rs. 1,773 lakhs reported in the Audit Reports for the 
years 1962-1966, the Department has accepted objections involving under- 
assessment of Rs. 788 lakhs and further the admissibility cr  otherwise of the 
audit objections involving a sum of Rs. 106 lakhs was still to be decided. 
The Committee also note that out of a sum of Rs. 788 lakhs for which the 
Audit objections have been accepted, the demands have been raised for 
Rs. 718 lakhs and a sum of Rs. 487 lakhs has been collected as on 1st 
December, 1966. 

Para 1.23.-The Committee desire that the Department should take 
effective measures to recover, the remaining amount viz., Rs. 301 lakhs for 
which audit objections have been accepted. They also desire that the ques- 
tion of admissibility or otherwise of thc audit objection involving a sum of 
Rs. 106 lakhs also be decidcd early. Efforts should also bc made to avoid 
~ u c h  cases getting time-barred. 

Para 1.24.-The Committee are far from happy to note that out of total 
urukr-assessment of tax amounting to Rq. 1,773 lakhs reported in thc Audit 
Repuns for the years, 1962 to 1966, only a sum of Rq. 487 lakhs have 
k n  recovered as on 1st December, 1966. Steps taken by the Board in the 
direction of liquidating the arrears of under ave.sment of tax do not seem 
to have produced any substantial results. 

2. The amount involved in cases where the audit obiection is yet to be 
Jeclded as reported by you is given in the Annexule. 

3. The Board is not at all hat~py over the progrc\s of the recoverie.. out 
of under-assessments pointed out in the Audit Report5 1962-1966. The 
Board, therefore, desirc that immediate :tcps be taken to ensure that the 
amounts arc recovered promptly. 

Yours faithfully, 
sd /- 

Under Secrciary, Cerrtral Board of Direct T a ~ c s  

A m u n f s  i,~volved in clues where thc nrdir  ohiections are slill to be decided 
ns OH 1-12-1966. 

1. Madhya Pradesh . . 
2. Mysorc . 
3. Kerala . 
4. Bombay City I11 . 
5. West Bcngal I11 
6.  West Rcngal I1 . 
7. Uttar Pradesh I1 . 
8. Uttar Pradesh I . . 
9. Madras I, I t  and Central 



I 
10. Calcutta Ccntral . . 
11. Gujrat . . . 
12. Poona . . . 
13. Bihar & Orissa . . 
14. West Bcngal 1 . 
15. Madhya Pradcsh Trg. . 
16. Assam . 
17. Rajaathan . 
18. Bombsy Central . 

From 

To 

Sir, 

F. No. 15/3/68-IT(Audit) 
GOVERNMENT OF TNDIA 

CENTRAL BOARD O F  DIRECT 
New Dellzi, the 13th November. 

Shri S. Bhattacharyya, 
Secretary, Central Board of Direct Taxes. 

All Con~missioners of Income-tax. 

TAXES 
1968 

Sul3.lr.c r : Public Accomts Cornmittre-291h Report-Para 2.54 
-4 ver-assessments-. 

In para 2.53 of its 29th Report, 1967-68, the Public Accounts Com- 
mittee have referred to the fact that the cases of over-assessment detected 
by Internal Audit rose from 7401 involving Rs. 16.43 lakhs in 1963-64 to 
Rs. 83.75 lakhs in 1966-67. In other words, the average amount of over- 
ar;sessmnt was Rs. 223 in 1963-64 and Rs. 579 in 1966-67. This increase 
led the P.A.C. to observe in paragraph 2.54 of their report as follows : 

"2.54. The Comrnittcc nre perturbed that the amount involved in 
cascs of over-assessment has greatly increased last year and suggest that 
the Department should makc a detailed study to identify the causes of 
such over-assessments and take eflcSive remcdial mcasures to curb this 
vexatious tendency on the part of thc Department to over-pitch assess- 
ments. Thc Comn~ittee would like to G: informcd of the remcdial 
measures taken by Government in this behalf." 

The observations made by the Committee may please be brought to the 
notice of all thc Income-tax Officers and the IACs under your charges. 

2. Thc Board desire that you should take action, wherever necessary, 
according to the instructions contained in paras (a)  and (b)  of the Board's 
letter F. No. 83/103/66-TT(B) dated 23-6-67 about the mistakes pointed 
out by Audit. 

Yours faithfully, 
w- 

Secretary, Central Board of Direct Tarcr 



Recommendations 
The Committee regret to note that due to a lapse in the office of the 

Comnlissioner of Income-tax concerned, timely action could not be taken 
for rectification of the assessment at the appeal stage and that no instructions 
were issued to the Inwme-tax oficer for asking the Appellate Cornrnissioncr 
to enhance the assessment in this case. It is all the more surprising that in- 
correct information was supplied to the Board in December, 1965, by the 
Commissioner of Income-tax and on the basis of the same information, thc 
Board informed Audit that necessary action had been takcn to request the 
Appellate Commissioner before whom the appeal was pending against thc 
assessment, for a suitable enhancement of the assessment. The Coniinittee 
take a serious view of this lapse on the part of the Comnlissioner of Incomc- 
tax as this has resulted in a loss of revenue to the extent of Rs. 1,20,396. 
They understand that the Commissioner concerned in this case had ret~red 
l o w  ago. The fact that this mistake did not come to the notice of the depafl- 
men1 during its normal course is to say the least, mcst un~atizf~tctory. Thcy 
desire that xuifnhle measures should bc dcviscd to avoid repetition of such 
cases. 

As Ihe transferring oi surplus loom-hours by one mill to another is not 
a new thing, the Committee feel that the Board of Direct Taxcs should havc 
examined in detail, if necessary. in consultation with the Ministry of Law. 
whether the purchase price of such loom$ was to be treated ;IS capital expen- 
diture or rckenue cspcnditure. In the liyht of an authoritative decision b!. 
the Supremc Court that the salc pricc of loom-hours in the hands of seller 
is a capital receipt, the question whether in the caw of buyers. i t  should hc 
treated as capital expenditure ncods to lx. caref'ullv examined. 'The Com- 
mittee find from the note furnished h y  tlic Ministrv that a departmental 
appeal was filed in another case before the Appellate Tribunal and the same 
was still pending. The Commitkc would like to be informed of the result 
of the appeal and also the actinn taken by thc Department to ensure t h ~ ~  
the practice followed is in conformity ~ v i t h  the law. 
[Serial No. 36 arrd Prrrns hTn. 1.230 alld 1.23 1 of Appendix VII to 3rd 

Report, 1967-681 

Action taliell 
1.230. The assessing officers in all important cases are present at thc 

time of the hearings fixed by the Appellalc Authorities. Such mistakes may 
not occur in future. 

1.231. The Departmental appeal in thc caw of M/s. Empire Jute Cn. 
Ltd. was dbmissed by the Tribunal by it$ order in the I.T.A. No. 3526 of 
1965-66, dated the 15th April, 1967. A reference application u/s 66(1) 
was also filed and the tribunal has stated the case to the High Court u/s 
66(1) of thc I.T. Act, 1961 on thc 15th April 1968 raising the followin: 
Question of law :- 

"whether on the facts and in thc circumstances of the case. thc 
Tribunal was right in holding that the sum of Rs. 2,03,255 paid by thc 
assessee for the purchaw of loom hours was revenue expenditure and 
hence deductible u/s 10(2)(XV) of the I.T. Act, 1922". 

The result of the reference application will be intimated to the Cornmince 
when the decision of the High Court is known. 

( F .  No. 36/ 19/65-IT(Audit)] 



Recommendation 
The Committee hope that the improvements made in the procedure as 

indicated by the representative of the Central Board of Direct Taxes, would 
hdp to  clear the outstanding cases relating to tax returns a d  would also 
faulitate their regular and timely receipt in future. The Committee would 
also like tho authorities to kcep a watch on the working of the system and 
take quick remedial measure if the improvements do not come up  to thc 
expectation. The Committee also desire that delays in remittance or non- 
remittance of tax revenues deducted at source should be viewed seriouslv 

[ S .  No. 37, Para 1.236 of Appendix VZI to Third Report, 1967-681 
Action taken 

The observations of the Committee have been, noted. 
Instructions have bcen issued again to all Commissioncrs of Incometax 

to ensure tbat appropriate action including prosecution is taken regarding 
delays in remittance or non-remittance of tax deducted at source. A copy 
of the latest instruction\ issued i n  the matter i s  enclosed. 

From 

To 

Sir, 

COPY 
1'. No. 83/92/65-IT13 

CENTR41, BOARD OF DIREC I TAXES 
New Drllli, tAe 28th Illnrcl!, 106'; 

Shri M. M. Prasad, 
Under Secretary, Central Board of Direct 'I'axes. 

All Commissioners of Inco~ne-tax. 

S U I ~ J E C T  : Retnitlarlce of r a y  .r/etirrcrcd nr rourcc-Submisrim c j f  
monthly mrd rrrlnrtal retin-us of tar d e & c t ~ ~ i  at source. 

In their Third Repor!, 1967-68 thc Public Accounts Comnlittee obscrvtd 
as undcr :- 

"The Committee hope that the inipro~emcnts mndc in the procedure. 
as indicated by the reprcscotativc. of tllc Central1 Board of Direct Tax\. 
would help to clear the outamding cases relating to tax returns and 
would also facilitate their regular and timclv rcccipt in future. The 
Committee would also like the authorities to keep a watch on the work- 
ing of the systcm and takcn quick rcmcdinl measures if rhe imprwcment~ 
d o  not come up  to the cxpcctntion. Thc Committee also desire that 
dehys in remittance or non-remittance of rcvcnues dcductcd at sourcc 
should be viewed seriouslv." 
2. In this connection a reference i~ invitcd to the Instructions issued 

vide Board's letter F. No. 83/59/66-ITB dated 25-10-66. wherein it waq 
stated that the Commissioners of Income-tax mav take remedial measures 
as considered suitable by them to avoid recurrcnce of the defects and irregu- 
larities pointed out in para 52 of the Audit Rcport (Civil) on Revenuc 
Receipts, 1966. These instructions were rcitcrated in Board's Circular crf 



even number dated 5th December, 1966 and further follow up action was 
also directed to be taken. 

3. Instructions have now been issued to launch prosecution in dl cases 
of wilful default in the mattcr of deduction/payment of tax deducted at 
source, vide Board's circuIar letter F. No. 58/35/67-IT(Inv), dated the 
23rd March, 1967 (copy enclosed). It may be ensured that wilful defaults 
are severely dealt with in accordance with instructions issued on the subject. 

Yours faithfully, 
Sd;- 
Under Sccretay, 

Central Board of Direct Taxes. 

Copy of letter No. F. No. 58,'35/674T(lnv), dated the 23rd March, 
1967 from Shri G. R. Hedsc, Secrctary, Central Board of Direct Taxes to 
all Commissioners of Income-tax. 

SUBJECT : Prosecutiorl jor rmr-dcduction of tax at source on sabry and 
for 1101 crediting the tax on the salary to the Government-Pro- 
visions of  P m  13-Deduction at source in Chupter XVII.  

Cases have conx to the notice of the Board where employers fail to 
deduct taA at sourci: on salary paid to employees in accordance with the 
provisions of section 192 of thc Income-tax Act, 1961. Sometimes, after 
properly deducting thc tax, they fail to comply with the provisions of sec- 
tion 200 of the Act, by not paying the sum deducted. within the prescribed 
time, to the credit of thc Central Government. For both the offences the 
employer is liab!e for prcsccution undcr scction 276(d) of thc Act. If the 
employers have not filed the returns under scction 206 of the Act, they are 
liablc for prosecution under section 27G(b) also. 

2. In case the employer is a company, prosecution proceedings should 
be launched simultaneously agaiilst the Company and the principal officer of 
thc Compnny. If th,: Company is under liquidation, the leave of the High 
Court has lo be obtained before launching prosecution a~ains t  the company, 
as this is recesstry uilder the provisiom of section 446 of the Companies 
Act. If there is djfficul~y in this matter thc Principal Officer of the Company 
should in any case b: prosccuted. 

3. There may hc instanccc. whxe the figures c.f tax deducted at source 
shown in the statements prepared bv the employers are found to be incor- 
rect, with the result that excess credit is given for fax i n  thc assessmcnts of 
the employees. As this involves offence of furnishing of a false statement, 
nrosecution in such cases should bc launched under section 277 of the 
Income-tax Act. 

4. Prosecutions mxy also he launched for similar Men= of non- 
deduction of tax at source. failure t:, make payment of the same to the 
credit of Chtral  Government and furnishing false returns to Income-tax 
authorities in respect of payment of 'Interest on securities' 'Dividends' and 
'other sums' under section 276(b), 276(d) and 277, as the case may be. 

5. The Board would like to emphasise that offences of the tyve abovc 
referred to should not be lightly condoned. In order to ensure that p e r m s  
responsible for deducting !ax at source and crediting it to Government dew- 



100 an awareness of their responsibilities and of the consequences of their 
failure to discharge these responsibilities, the Board desire that Commis- 
sioners should make full use of the provisions of sections 276(b), 276(d) 
and 277 in cases involving defaults of the above nature. 

The Committee are disturned to note that out of 74  foreign missions in 
India, 70 missions have either not sent annual returns or have not deductcd 
the tax at source. What surprises the Con~mittee most is that the authorities 
did not look into this mattcr for nearly 12 years after 1947 and, when they 
did move in the nlattcr in 1959, they have not bcen able to arrive at a con- 
clusion even after considering it for more than seven years. The Committee 
cannot but take a serious view of the Government's apathy in the matter. 
[Seriul N o .  38 and Purrr 1.241 of Appendix VII lo the 3rd Report, 1967-681 

Action hkcn 
1.241. Regarding the above ohervations of  thc Conmittcc attention is 

iwitcd to thc detailed rcply given in rcspcct of Recommcndation No. 1.242. 
[Vcttnl Oj, Audit vide I ) .R .APs  C. & A.G. U.O. KO. 5670-He~.A/564-67- 

IV,  dated 17-12-68] 
[ F .  No. 8/6/68-IT(Audit)] 

Recommendation 
The ,-( ommittcc would lihc thc authorities to examine the prrrcticc fol- 

lowed 111 vthcr countries in this niattcr and take suitable measures. In the 
meantime they would desire the Ministry of External Affairs to pursue the 
nlattcr at thc diplomatic lcrcl and request forciyn hlissions to co-opcrate 
with the lndian authoritic\ In the matter. The Committee also desire that 
after asccrt.ming the name\ of the Indlan employees in forciqn Missions. 
noticcz 4m1ld he issucd 1,) tllcrn to filc the leturn voluntarily, failing which 
action should bc taken undcr ttlc provisions of tho Income-tax Act 
[Scrrid No. 38 aid P(IIN 1.2 43 o f  A p p e d i ~  V l I  to Third Repxt ,  1967-651 

Action taken 
Thc t x  hws of a Sc:rciy country being uncnfo:.ccablc in any  Stntc, the 

cspzricncc: ol oiher countricc nlav not bc of much ttclp. As regards enlisting 
the cu-~pcsation of for-2iyr1 Mixsions, the rn:lE'cr was taken up with the 
Minislry oi' External A1Til-s 1 11 ,I.,. rtq:rdcd .i l l  forci-ga Missions in 
India to co-operate with thc Indian Income-tau authorities in deducting 
Income-tax at source from such Indm1 employees workin: in the Missions 
who arc suhject to lcvy of Income-tax in India, on their cmoluments drawn 
from them. The rcsponw iis cncoura!;iilg. i t  may. howcvcr, bc mentioned 
that the forcign Dipiomntic Missions cannot bc compelled under the Inter- 
national Law to  comply with the provisions of Section 192 of the Income- 
tax Act, 1961. The names of  Indium e m p l o y ~ a  ~c.orX.ing irt foreigrt Mis.ciorts 
have bcen and are being collecied and suitable action for assessment taken. 

Previously only 4 Foreign Missions were deducting income-txx at 
source and 29 Miaions were supplying lists of thc Indian employees work- 
ing undcr them. The remaining Missions, 41 in number were previously 
neither deducting tax at sourcc nor supplying the list of the Indian employees. 
38 of them have also since supplied the necessary information, Two oE them 



%ave thelnselves started deducting tax at source from the salaries paid to the 
Indian employees working under them. The number of Indian, cmp1oya.s 
working in the remaining 36 Missions is 266 and the number in whose cases 
notices under Section 139(2) of tho Income Tux Act are to he issued by the 
Incnmc Tclx Ofliter is 125. 

IF. No. 6(6)68-TPL/lT(A~rdit)l 

Recommendation 
It is surprising to note that the same item, viz.. optical bleaching agent 

was treated as DyeStulf by the Income-tax authorities, whereas the Central 
Excise Authorities treated it otherwise; with he result that the assessee got 
cxemption both from the Income-tax (super-tax, on dividends) and the 
Central Excise Duty. The Committee understand from Audit that in thc 
Finance Act, 1966, a new tarill itcm has been introduced "synthetic organic 
Excise Authorities treated it otherwise; with the result that the assessec got 
products of a kind used as organic luminophorcs products of the kind 
hmown a s  optical Blcachin~ .4cents, substantive to the Fibre". The Com- 
mittee fccl that with a littlc rnorc co-ordination between the Board of Cent- 
ral Excisc and Custom and the Board of Direct Taxes, this case of thc 
same product being trcatcd differently by the two Boards could have been 
avoidd. Thcv hopr that such cavs  would not  recur. 
iS. No. 39 0x1 porc, 1.25 1 oi :lp/~eruiir 1/11 lo the 3rd Rcpor~ (4 th  Z A  

Strbhc~), 1967-681 

The observation5 madc b~ the Conmittc.2 h:tvc hccn noted. 
IVetrc I hy Atdit  vidc DR.4'\ D.0.  N ( I .  3017-Rev. A,'5bl-07-1. t lnful 

5-7-68] 
[Min.  of Fin. (Deptl. oj  Rev. & iils.) F. No. 36/21/65-17'(i-11)111] 

Thc Conmittee h o p  th:it, keeping in vicu the recent iugdlncnt of tlw 
Supreme Court that the o.imcrship could not \c\t in thc hirc purch~sc. t lw 
Central Board of D~rcc! Tdxcs would revicn their instruction4 aud would 
take an early decision nhcthcr c;r not the Iaw itwlf required ;my ;imcndment. 

The Committee also h o p  that the prolisions of Incomc-LIX Acl rclatiny 
to the development rcbate and depreciation would bc cxaminccl with a vicw 
to simplifying it. 
[S. No. 40 atid Porn., 1.257 m c l  1.258 of Appmi i r  VII to 3rtl rep or^, 

1967-68 (4th Lok Sohhu)] 

Action taken 
1.257. Thc Central Board of Revenue had  wed instruct~ons in 1943 

that in the caw of depreciable assets acquired o n  hire-purchasc ba\is, deprc- 
ciation allowance should be allowed to the lesxc and not thc owner-lessoi. 
These orders wcre later extended in 1959 to thc grant of devclopmcnt rebate 
in such cases. The above instructions werc again reitcrated by the Board 
in 1963. 

2. The C. & A.G. has objected to the allowancc of deprcciation and 
development rebate in the above cases on thc pound that the lessec of thc 



depreciable assets was not their Icgal owner and, therefore, the allowances 
were not admissible. This was on the strength of the Supreme Court's deci- 
sion in thc case of K. L. Johar & Co. vs. Deputy Commercial Tax Officer, 
Coimbatore (1965) S.C.J. 541 (a  case under the Madras General Sales Tax 
Act) in which it was held that under a hire-purchase agrccmen,t, the sale 
was completed only when all the conditions in the agreement were fulfilled 
and the last instalment had been paid. 

3. Prior to this judgment of the Supreme Court, thcre were conflicting 
decisions of High Courts on the subject, under thc Income-tax Act. Whilc 
the Madhya Pradesh High Court  held that the hirer under a hirepurchase 
agreement did not become thc owner till all the instalments had becn paid 
(47 ITR 7-56), the Andhra Pradesh High Court in the case reported in 58 
1TR 95 reached a contrary conclusion which supported the view taken by 
the Board in thc circulars mentioned above. 

4. The qucstim whether Board's instructions required any modification 
in view of thc Supreme Court's decision under the Madras General Saks 
Tax Act, was examined bv the Board in consultation with the Ministry of 
law after the receipt of the audit objection. The Board were advised tbat 
;rithough the dccision related to sales tax, the ratio underlying it, is equally 
applicable to income-tax. 

5. The matter was further cxnmined and it has been decided to sponsor 
an amendment to the Income-tax Act to secure the gan t  of development 
rebate and deprcciation allowance in respect of assets acquired on hire- 
ptirchasc basis. However, thk will have to atvait the passing of the Him 
Purchase Bill, 1968, which is already before Padiamcnt, into law. 

1.358. The rccommcndation has been noted. Shri Bhoothalingan~ has. 
in his I-inal Report on Rationalisation & Simplification of the Tax Structure. 
recommended the discontinuance of the dcvelopment rehate. He has also 
recommended that the rate schedule of deprcciation should be simplified. 
Theat: recommendations :Ire prcsentlg being considered by Government 
irrter dia in the light of thc comments rcceivcd from Chambers of  con^ 
mercc ;md other public bodies. 
IVefterl h~ Arrrlit vide C. & A G ' s  U.O. NO. 5668-Re\.. A/564-67-11. &ed 

17-12-1968] 
[ F .  No. 8,/5/68-IT(Audit) dated 3-12-68] 

Recommendations 
The Con~nlittcc regret to note that in as many as 39 cases of companies. 

;In amount of about Rs. 8 lakhs could not be collected as the assessec cnm- 
panics went into liquidation. 

Thc. Committee desire that the Board of Direct Taxes should devise 
suitable mcnsures to get income tax returns from the companies in time 6 0  
as to avoid the repetition of such cases. 

IS. Nu. 41, Pam. 1.263 of Appendix VII of Third Report, 1967-681 
Action taken 

The observations of thc Committee have been noted and necessary ins- 
tructions have been issued to the Commissioners of Income-tax, vide Board's 
letter F. No. 83/9/68-ITB dated the 13th March, 1968 (copy enclosed). 
vetrad bv Audit vide Shri R. Balancbramanian's D.O. No. 1812-Rev. 

A/564-67/VoI. I dared 1 14-68] 
[F. NO. 83 /9/68-ITB] 



F. NO. 83/9/68-ITB 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT TAXES 
New Delhi, the 13th March, 1968 

From 
The Under Secretary, 
Central Board of Direct Taxes. 

To 
AU Commissioners of Income-tax. 

Sir. 
Srrn.r~cr :-Measures to get zhe mco~ne-tax returns of Companies in time- 

Rccommendutiorts o f  the P.A.C.-Irtstriictiot~s regarctin~.. 

The Public Accounts Committee in para 1.263 of the Third Rcyort, 
1967-68 have observed as under :- 

"The Committee regret to note that in as many as 39 cases of Com- 
panics, an amount of about Rs. 8 lakhs could not be collected as the 
assessee con~panies went into liquidation. 

The Committee desire that the Board of Direct Taxcs should devisc 
suitable measures to get income-tax returns from the Companies in !imc 
so as to avoid the repetition of such caw." 
2. In para 3 of Board's Circular No. 29-D of 1963 datcd the 26th 

November, 1963, it has already hcen strewd that the Income-tax O h m  
should be strict in the matter of allowing tinlc to companies for filing rctums 
of income. While reiterating thcsc instructions, the Board de5irc 1h:it thc 
Income-tax Oficers should particularly see that the returns of income in the 
case of companies are obtained in time. Thc applications containing 
request for extcnsion of time for filing the rcturn in such c a w  \houl3 be 
scrutinised carefully and extensions allowcd only on valid and adcquatc 
grounds. 

Yours faith fui!y, 
%I./- 

Under Secretary , Crntr.01 Bocird of Direct %: 1. cs. 
Copy to : 

1. All Directorates of Inspcction. 
2. C.&A.G. with 20 spare copies. 
3. O.S.D. (O&P) with 1 \pare topic‘\. 
4. All Officers and Branches in I.T. Wing. 
5. Bulletin Branches with 3 spare copies. 

Recommendation 
The Committee regret to note that the gross arrears of income-ta\ hatre 

becn increasing progressively ovcr the last 3 years. On 31st March. 1963, 
the amount outstanding was Rs. 270.43 crores; on 31\t March, 1964 this 
figure rose t3 Rs. 282.37 crores. As on 31\t March, 1965 the amount of 
arrears outstanding was Rs. 322.72 crorcG. Similarly, the amount of the 
effcctive arrear5 has gonc up from Rs. 161.41 croreq as on 31st March, 
1964 to Rs. 194.85 crores as on 31st March, 1965. Kecping in view. this 
ri4ng trend in the arrears of collection of rcvenue, the Committee \vr\uld 



like to impress upon the Board of Dircct Taxes the necessity of special stem 
to expcdite the collection of these arrears. The delay in the collection of 
arrears, the Committee feel, would make it moru difficult for the Board to 
realise them. 

LS. No. 42 Para 1.274 of Apperrdix VfI  of Third Report, 1967-683 

Action laLen 
The recommendations have been noted. The following special stcps 

have recently been taken to expedite the collection of arrears : 
( i )  Targets have been fixed for the various Commissioners' charges 

for collections out of arrcar demands. 
(ii) Gradual taking over of recovery work from the State Govern- 

ments. Recovery work has been taken over fully in the Com- 
missioners' charges of Delhi, Andhra Prade\h, Gujarat and 
Rajasthan and partly in the Ccmrnissioners charge of West 
Bengal, Madras and Mysore. 

(iii) A scheme of functimal distribution of work has been introduc- 
ed in 67 rangcs of Inspectin: Assistant Commissioners under 
which the work of collection of tax dues is entrusted: to  Income- 
tax Officers cxclusivcly ensaged on this work. 

1 iv) Responsibility for appropriate action in cases where arrears arc 
outstanding has bcen fixed on particular officers as under :- 
Incornetax Ofliccr--Cares of arrears bclow Rs. one lakh. 
Inspectin9 Assistant Commissioners-Cases of arrears over 

Rs. 1' lakh and below RI;. 5 l a h s .  
Commissioners of Income-tax-Cares of arrears ovcr Rs. 5 

lakhs. 
( v )  Maintenance of arrear sheets in rcspcct of all wmpany caws 

and noncornpany cases if the assessed income is above 
Rs. 20.000. 

(vi) Rate of interest in case of delayed payments has been -aised 
from 6 %  to 9% with effect from 1st October, 1967. 

This has becn vcttcd by audit vide Shri Gaurishankar's D.O. So .  1059- 
Rev.A/561-37/I, dated 3rd April, 1968. 

Recommendation 
The Committee learnt from Audit that the C e ~ t r a l  Roarct of Dircct 

Tdmes instructed Income-tax Commissioners in A u ~ u s t  laqt to  form qvcial 
recovery units in multiward circles to reduce arrears of tax and for m a ~ i -  
nicing collections. The Committee h o p  that the Board will keep a proper 
watch over the working of these units and ensure that the arrears of collec- 
tions 3rc liquidated as early as posqible. 
[Serial No. 42 and Para 1.275 of Appendix VII to the 3rd Report, 1967-t431 

Action taken 
The observations of the Committee have been noted for cnmpliancc. 
A t  prescnt. under the Fundamental Distribution of work collections :md 

aqsesment work has been bifurcated. 
The Income-tax Mficer (Collection) performs the functions of the 

Special Recovery Units. 



2. Recently Zonal Comn~ittees of the Commissioners of ~llco~fie-& 
have been forn~ed to review the tax arrears of Rs. 1 lakh and above. 

3. A propcr watch is being kept by the Board t.0 ensure that the arrears 
of collections arc liquidated as quickly as possible. . 

[F.  No. 83/26/68-IT(Audit),  dated 30-1 1-19681 

Recommendation 
Thc Committee feel that the present nuniber of appeals pendin with the 

Appellate Assistant Commissioners is very l a rg~ .  The fact that f ere were 
1,20,736 appeals pcnding with Appellate Assistant Commissioners as on 30th 
June, 1965 as against 84,736 as on 30th June, 1964 does not speak well 
h o n t  the adequacy of appellate machinery. The Committee Itope that wfth 
the recent arrangcments made for the disposal of appeals, their number 
would be rcducd;  they, howcccr. feel that the new procedure prescribed 
needs to be watched carefully. They would like the Board to  review the 
promss  of disposal quarterly and if expected progress is not visible other 
augmenting corrective measure\ \hould be taken soon. 

[S. No. 43(1.28 1) of A p p .  VI1 to the Third Report, 1967-681 

Action taken 
The observations of the Public Accounts Committee have been noted. 
In oder to effectively brinp donm the pendency of appeals, the fdlowing 

steps have been taken :- 
1. Instructions have rccc.ntly been issued to the Incomotax OfIicebs 

to acccpt thc rcturncd income in small income cases (i.e. Cate- 
~31)' IV 8: \' caw$).  This will \ubstantially reduce the filling of 
fresh appeals. 

2. Proposals hate bccn n~atia for thc sanction of :- 
( i )  15 additionnl p05ts of Appcllatc Assistant Commkioners. 

(ii)  53 Stcno-Typist<. These are intended to be given to the 
.4ppcllatc Assistant Commissioners who have undertaken 
to step up thcir d i s p a l s  by 25% provided extra Steno- 
graphic assistancc is provided. 

3. Thc Director of Inspection (Income-tax) has been entrusted 
with the \tosh of reviewing the institution, pendency and disposal 
of appeal\ with the Appellate Assistant Commissioners on quar- 
terly and yearly basis. He also conducts the administrative ins- 
pection ot thc Office\ of the Appellate Assistant Cornmisshem 
with a view to seeing that old appeals arc disposed of expcdi- 
tiouslv. The Board keeps an overall watch on this work. Dis- 
posal quotas of the Appellate Assistant Commissioners have been 
increawd where conqidered necessary. 

(Duly vetted by Audit) 
[Ministry of Firlance (Deptt. of Reveme & Insurance), U.O. F.  No. 50/ 

168/65-ITJ, dated 8-1 1-19671 

Recommendation 
The Committee are glad to  note that the Board has initiated meaoaJRs 

to cut down the accumulation of arrears of assessment. They were givm 



to understand that out of about 26 lakhs assessces about 19 lakhs were 
salaried and small incomc asscssees. Thc Committee feel that if the pre- 
sent form of incomc tax return for the salaried people, which consists of 
about 12 pages, is simplificd and rcduced to a form of one or two pages, 
it would expedite the submission of the returns of the assessees and also 
their assessment. It would also incidentally mean considerable saving of 
\tationcry. The Committee would like to watch the progress of the 
clearance of the arrears of assessments through future audit reports. The 
CommittEc also suggest that thc question of tax reduction on a percentage 
basis in such cases to simplify the whole procedure may be examined. 
[Serial No. 44 crnd Para 1.293 o/ Appendix VII of Third Report. 1967-681 

Action taken 
The Income-tax Return forms have now been simplified. A specimen 

of Form No. 3, in which salaried assessees will have to file their returns for 
and from the Assessment Year 1968-69. is enclosed. The Finance Act. 1968 
has made provision for straight deduction for coneyance expenses from 
salary income, and this would considerably simplify the procedure for assess- 
ment of salary cases. 
(Vetted by Audit vide D.O. N o .  3209-Rev. A/564-67-1, dated 19-7-48) 

[F.  No. 6(55),'68-TPL(Audit) l 

RETURN OF INCOME 

Form No. 3 
Incomc-tax Act, 1961 

Filc 12 ( I )  (h)] 

G.I.R. No. 
(to be filled in by Income-tax Otkc) 

(For persons other rhan corrrpanies, co-opcratiws societies and focal arttiroritics, whose (a) 
rota1 incornc does not esceed Rs. 15.000 or (b) total income exceeds Rs. 10,000 but who have no 
income under the head "Profit aruiGairrs of business or profession".) 
ASSESXCIENT YEAR 19 19 Previous Yar(s) ending. . . . . . . . . . . . . . .  
Name . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Address O k  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Residence : ......................................................... 
Status (individual, HUF, etc.) ................................................... 
\Vhcther residcntlmident but not ordinarily resiclcnt/non-rcsident ...................... 

FOR RESIDENT INDIVIDUAI, 0,VL Y I FOR RESIDENT HU FS 
I ONLY 

Whether marricd: YtxlNo. 
' No. of members entir'cd 

to cl:~im. partition. . . . .  
No. of clcpondcnt children . . . . . . . . . . . . . .  i 

No. of minor co-parccncrs 
supportd by the family 

i . ..................... 



P4RT I--STd4TEh.lt-NT OF TOTAL INCOlllE r , ,  

1 **Amount of 
Head of Income I Income or loss 

Rs. - -----.up -- .- -- ----.-.- .. 
1. Salaries (Anncxurc 1 ) , 

I ----- - -- -- -- -- ----- --.-- 

2. Interest on Securities: Gross Rs. 
Deducr : Collection Chargo : Ks. i 

lntercst on b o n i ~  - 
ings : Rs. Rs. 

----. - - - ! 
.- -. - 

3.  Income from House Properf?. (Annesurc 2) 
.- - -- - - - - .- - -. - .- - - - -- .- 

4. Profit< and Gams of RuJncxs o r  ProC~-ssiort: 
(a) 0\\m business or  profwion (nt txh copy of I'r;~ding A/c, P & I, I 

A ,c and Bal;~ncc S h c ~ t  and Stritcmcnt showing comput;~tion (11' 

income). 
*(b) Share in t11c protits of a rcgi,tcrctl firm. 

+(c) Share in tlic prc~fit.; ofnn r~nrcgistcl-ctl firm or ;rswciation ol'pcr- 
sons or hnd! of indi\.id~i.~l\ li\n? income or lurs 1t.orn sp-cula- 
[ion busins>b sliiwld bc st;~tsd scj~amtcl? ag;~inst (;I). (b) h. (c) ]  

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

'5. Capital Gains: (a) Relating to short-tcr111 capital a sc t \  
(h) Relating ttl other c:ipitnl asscts 

-- .......... -- . . . . . . . . . . . . . . . .  
'r Income from other Sourccs: 

(a) Di~idends: G o  I .  . . .  , . . . . .  
. . . . . . .  D e d ~ ~ r :  Calk ct ion Chnrgcs Ks. 

. . . .  Intcrc\t on borrowing : Rs.. 
I ~ : I I ~ I C L C  I .  . . . . . . . . . .  , , 

(b) .Annrrit\ or Commuted \:iluc Rs. 
0 1  :\r>nu~t\ I& 280-B) 

(CI Iiit~ri\! 01. other items I<\ .  
-. - - - . . . . . . . . . . . . . . . . . . . . .  

7. Aggrcgiirc c \ i '  itcnls 1 to 6. -~ . -  -- - - .. - .- - - - - . 
Dcduc.:: Brought forward loss of'earljcr )car(..) (Scc. 72 to 711) 

........................................ -~ 
IL\L,4KCl 

-- - -- . - - -- 
Less: (i) Amount dcductibls (Scc 1':rt.t I I  I I<\. 

(ii) Amount of Annuit) dcpod. (Lv. 230-0) Ks. 
.. ........ .~ .................. -.-.- ........ --- 

TOTAL I ~ C O ~ l L .  
--.-- - - -- -- --  

u If the income of any  other w r w n  is includihlc in your total incornc under Sccticm 
hO, 51, 61. 63 or 64 of thc income tax Act, 1961, such incnme slloi~ld a1s0 he 
shovn ,scpar;itcly in t h ~ s  Return mdcr  thc appropriate heads. 

**In thc casc of :I resident asseswe. particulars of  loreign income. if an!. should bc 
given separately undcr each hc,id. 

'Gibe dctxil\ on ;I Scp;~;atc Shccl. 



PART 11-DEDUCTIONS UNDER CHAPTER VI-A OF INCOME TAX ACT, 1961 
--- - -. -- -. ---- 

Gross Qualify Rate 7: Amount 
Amount ing of deduc- wuc- 

amount tion Uon 
i---.-?--.-.--.---- 

"1. Life insurance premiums, contributions to 
vident funds etc. (Seo 80C) . . . . . . . .  . . . . . . . .  . . . . . . . .  . . . . . . . .  

I ! 
*2. Donations (See. 80G) . . . . , . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  3. Dividends from new industrid undertakings 
' 

(Sw. 80K) ! I 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4. Dividends from Indian Companies ( k c .  80L) 

. .  . . . . . . . . . . . . . . . . . . . . . . . .  " 5 .  Other iteyq, if any 1 . .  
I 

- - -- -- - - - 
P.~fl~cuIm Aniounl 

- - - -- - - - -- ----- -- - 
I. Interw on 1.11-frcc :cccuntrcs (Scc. M A )  I . . .  

*2. Proportionntc part of thc t .1~ pnynbic h> n r tys te rd  firm [bee. Rh . .  . . . . . . . . . . . .  (iv)l . . . .  . . . .  , 

'3. Shitrc in thc incon~c of an unrecjstercJ firm or a n  n\socintiorl of pcr- 
sons or ;I hoJy of intlividu:~ls \vtwe tax has hccn p;ritl or I \  p;ryitble 
by suclt tirrn. association or bod\- [kc. 86 ( i i i )  CY ( v ) )  . . . . . . . . . . . . .  : 

'4. Other itcrns, if any . . . . . . . . . . . . . . . . . .  
. . . .  ...... -. ....---.......-. 

Totd 01 lJstrt I l l  
.... ... ....-.. - . - -A-  



PART V-STATEMENT OF TAX DEDUCTED AT SOURCE AND ADVANCE TAX 
PAID 

Tax deductcd at source vax deduction certificate to bc 
attached) 

Advance tau paid 

p- - - -- - 

PART VI-STATEMENT OF PARTICULARS REQUIRED UNDER SECTION 39 (6) 

(To be compkted where the nsresgee is firmlassociation of pemons/body of indivfdaJs/ 
partner in a firmlmember of association or body]minor admitted to benefits of partner- 
ship) 

- - 

Particulars 
. - 

Salaries 

Interest on Securities . 
Other intercst 

Dividends . 
Any otha income 

Total . . .  

---- - 
Amount of tax 
- 

-- 

Date of payment 
-- 

................................................. 

................................................. 
................................................. 
................................................. 

.................................................. 

IMPORTANT --Whcre the ;usessec is a firm Continuance of r&stratkn 
granted for an earlier auean~ent  ycar, n declariltim sho~ ld  be Pttdcbcd 
IF fonn No. 11. 

Amount 
-- 

Addmas of the 
partncrIminorj 

number 

each 
inor/ 

- 

States if my part- 
nerl minor is 

spouse/dild of 
any other 

partner 



VERIFICATION 

I,----- son/daughter/wifc of 
(Name in block letters) 

Ski--- solemnly declare that to the best of my 
(Name of fatherlhusband) 

knowledge and belief the information given in this Return and the Annexures 
and Staten~ents accompanying it is correct and ccmplete, that the amount 
of total income and other particulars shown are truly stated and relate to all 
previous years relevant to the assessment year commencing on the first day 
of April, 19 - 

I further solemnly declare that no other income accrued or arose to or 
was received by melthe family/the firmlthe association of personslthe body 01 
individuals/- during the said 
previous years and that [{the familylthe firm[the association/the body of in- 
dividuals ---- had, during the said previous years, 
no other source of income. 

I further declare that I am making this return in my capacity as------- 
-----of ----and that I am com- 

petent to makc this return and verify i t .  
Dare. ....................... 
P k e  . . . . . . . . . . . . . . . . . . . . . .  

Signature 

IM PORTANT.-Before signing the verification the signatory s h d  M y  
himself that the return is correct and complete in all res- 
pects. 

(Any person making a false statement in this Return, shall be liable to 
prosecution under Section 277 of the income-tax Act, 1961, and on conviction 
be punishable with rigorous imprisonment which shall not ordinarily be for 
less than six months and may extend to two years.) 

ANNEXURE I-SALARIES f 

. . . . . . . . . . . . . . . . . .  I .  Namc and address of the Employer 
2. Total amount of salary, wags, etc., including cash 

to the extent thew are not exempt from tax . . ' Rs. - --- 
3. Value of accommode\ion provided by the cmploycr free / 

of rent or at a concessional rent . 
4. Perquisite value of motor car or other conveyance pro- 

vided by the employer 
5. Perquisite value of domestic or 'pcr&nal senice'F ctc.: 

provided by the employer 
6. Any other amount charsable under 'Salaries' (Gibe , 

detail\) . 
Gross Salary . 



*Detnils regarding conveyance 

Makc.. . . . . . .  HP. . . . . . . . . .  

Date of purchase. . . . . . . . . .  

1 Deduct espetuiitwe on 

(h) Entertainment 
j [Sec .  16 (ii)] 

. . . . . . . . . . . .  Actual Cost Rs I 

I 

Rs. 

I I 
-- ---- I (c) Profession tax. : I 

[Sec. 16 (iii)] I , 1 
I 

Expenditure on Maintenance, I ,__--- 
Rs. , 

I 
I I 

I I 

((1) Conveyance* 
[SCC. 16 (iv)] ' 

Amount representing Wear I 

and T a r  Rs. -- - 
; 4L: 

- ( ( 1 )  Other Items, ~f 
any (givede- 1 

Total . Rs. tails) [Sec. 1 6(\r)] 

Amount attr~butablc to uscr he[ iuconie under 
for employment Rs. 'Salnncs' 

'km -- - - - --- - - -- - -- 

*All cn~plo) ee I ccciv111g conveynr1c.c atlo\\ m c c  I \  no1 c111 i t  led to t h ~ \  
deduction. 





Recommendation C 

The Committee hope that special steps tahcn for the expeditious dis- 
posal of cases would reveal satisfactory results and that the number of 
cases of surcharge and super profits tax pending disposal would be brou-ght 
down. They would like to watch the results through future Audit Reports. 
[S.  No. 42 and para 1.296 of Appendix 1/11 to the Third Report (4th Lok 

Sabha) 1967-681 

Action taken 
The recommendations made by the Committee have bccn noted. 

IC'tttecl by Audit vide D.0. No. 2538-Kct'.A/564-67-1, dated 3rd 1u11c~. 
19681 

[File No. S3/3 l /68-!T(B) ,  dated 10th June, 19681 

The Committee regret to note that the Excess Profit Tax cases of 
1907-48 were still pending in year 1966-67. The Committee take a 
serious view of this abnormal delay in the settlement of these cases. The 
Committec also desire that a target date should be fixed for the d i s p a l  
of E.P.T. cases. They would also like to watch the progress of settlement 
of thew cases through future Audit Rcports. 
[Serial No. 46 clnd Para 1.302 of Appendix 1/11 to 3rd Report, 1967-681 

Action taken 
The E.P.T. and B.P.T. cases which were pending ac on 31-3-65, arc 

being disposed of steadily, as would he evident from the following figures : 

The rate of disposal being rathcr slow. the concerned C o m m i s s i ~ r s  
o f  Income-tax have recently been directcd to scc that all the pending 
E.P.T. and B.P.T. assessment5 which are disposable are completed hy 
1-2-1969. 

[Vetted by Audit vide D.R.A.'s U.O. No. 5507-Rev.A/564-67, 
dared 9-1 2-68] 

[ F .  No. l5 /4 /66- - IT(  Azdit)  Dated 16-1 2-68] 

Recommendati 
The Committce hopc that Ministrv will be able to liquidate the arrears 

of the pending cases of refund more cxpeditiously in view of the fact that 
thc- refund circles arc coin€ to bc staffed adequately. They hardly need 
to cmphasise that the disposal d such c a w  should be tackled with a s a w  
of urgency as any dclay in their diqxxal would involve a liability on the 



Gwernn~cnt to pay interest at 6 per cent pcr annunl on refund claims 
outstanding for more than six months. 

IS. No. 47 and para 1.308 of Appendix VII to the Third Report 
(4ch Lok Sablw), 1967-681 

Action taken 
The obscrvations made by the Committee havc bccn noted. 

[Duly G'eired by Audit vide D.D(Ta)'s D.O. No. 2489-Rev.A/564-67/1, 
daled 27-5-1968] 

[File No. 36/6/67-IT(AI),  dated 30th May, 19681 

Recommendation 
The Comnlittcc arc not convinced by the explanation given for the 

delay in making a proper asscssmcnt of the firms in time, with the result 
that asscss~ncnts for 1952-53 to 1955-56 in the case of one firm and for 
1960-61 in thc of another firm becamc time-barred. They are also 
unhappy that. due to lack of proper co-ordination and administrative con- 
trol the jurisdiction of variou; officcrs for assessmcnt purposes was not 
precisely dctermincd. lcading to delay and thc avoidable nlovcment of filn 
from onc oficc to another. without any conclusive action being taken. 
' b e y  arc also distressed to note that it took the Government nearly two 
}.ear.; to dispose of an application for registration certificate and another 
two ycnrs to dclivcr it. 

[l'urcr N o .  2.10 Seriul N o .  48 .  Appends V I I ,  of 3rd Report, 
(Fo~rrth Lok Sablur)] 

The Committcc would lihc Govcrnmcnt to examinc thorou-&y the 
proccdurc and administrative instructions to make sure that the applica- 
tions for registration arc dispscd of expeditiously and that there is no  
dday in the delivery of thc ccrtificm of rcgistration. The Committee 
would n l w  likc Govcrnnicnt to 'lav down prcciscly thc charge and respon- 
sibilitics of various officers for making assessment so as to avoid confusion. 
The Committcc would likc Government to dcvisc a proper system to ensure 
thst assessments arc' madc in  timc and that a strict watch is kcpt on thc 
rcxiliution of Govcrnnicnt dues SO that the\ do not bccme  timebanid. 

1 l'urcr No. 2.1 1 ,  Srriul .Vo. AS, Appendix V l l ,  ot 3rd Report 
( Fiwrtb Lok Snbi~a)]  

.idion taken 

It has a11 along k c n  the cndcavour of the S i c \  Tax Dc.partmcnt. 
Dc-lhi, 10 issue thc' registration cc'rtiticnte as qui~kly as posc;iblc and 
instruction., on lhc subject havc bcr.11 issued from timc to timc. Tbc. 
maximum time prescribed for thc disposal of applications for registration 
is three wcck4 (copy of the instructions dated 22-10-1965 issued in this 
respect is encloscd markcd Anncnure 'A'). Further. every month, each 
W a d  Otlieer furnishes n statcrncnt of applications for registration pend- 
ing for over a month. to his impxting As.~istant Commissioner giving thc 
Icasons for pcndcncy and the same it. scrutinised imd commcntcd upm 
by the Assistnnt Con1missiont.r. 



As rcgards thc dclivery of thc rcgidration certificate, it has also been 
cnlphasiscd upon the officers from time to timc that thcrc should bc 
virtually no gap bctwcen thc passing of the rcgiaration order iind the dcli- 
very of the regirtration ccrtificatc. It has bccn strcsscd that the Assessing 
Authority must fix up a datc by which the ccrtificatc would bc rcady for 
delivery to thc applicant dcalcr. Thc circular instructions were rcpcatcd 
ritlc memorandum &tcd 28-1 2-1 966 (copy cncloscd marked Anncxurc 'B') . 

With ellcct from 1st August, 1966, thc Union Territory of lk lh i  has 
hen rc-dcmarcatcd into 29 Wards and thc boundaric\ of cach ward haw 
k n  clearly defined leaving no room for confusion regarding the iurisdic- 
lion of individual officer, for aw\smcnt purpose,. 

To  ensure bcttcr coordination among the officers with r i  view to avoid 
dc.13)'~ and unncccssary movcmcnt of files from one Lvnrd to anothcr. con- 
scqucnt on change in thc busincss prcniiscs by a dcalcr from one ward k ~ )  
another. ;I dctailed proccdurc hac been prcscrikd according to which thc 
~ccord o f  the dcder. who shifts his phcc of business fronl onc ward to 
anotbcr. will be transferred not only after ascertaining thc closure of busi- 
ncrs by thc dcalcr in the transferor ward but also ;rftcr verifying the est& 
lishmcnt of bucincs in thc transfcrcc \vard. Thcsc instructions havc been 
repeated ;llso. (Copy of both the instruction\ arc enclosed marked 
.4nncxurc.s 'C' & 'D'). In  view of thcsc instnlctions, tlick is notv no room 
for any con:u+m in thi4 r ~ y r d .  

The followin:_r . t cp  ha\.c hccn t;thc.n from ttmc to 111111' t o  cSn\urc '  t l u t  
no caw b~conic'\ time-h;~rrcd :- 

c I !  r .At  thc clo\c o f  financial )c:tr ~ : l i h  .4\\c.\\inc! -4ulhc>rit\. c.crti- 
fics. zftcr pli\.icnl vcrificntiori o f  fiic;. th;it n o  ;:IX I):\\ hciomc. 
tirnc-barrcd. 

t i i i  I i n  January. 1906. Salt5 Tax OtLi-cr.; wcr-c dirccicd 10 ;ct all 
the lilt\ of the dc;~lcr\ p l~v~ ic i~ l l \~  check-LIP ;ind t o  p rqx~rc  :III 
up- to-~ ; IU list of caw\ i n  which an! :~ctiun was pcntlirlg on 
account of an ord~tr having bccn \ct i~kitlc or r ~ w ; ~ n t l ~ d  in 
~ippcal or  rcvicion. They were furthcr dirictcd to fin;~lisc nil 
.uch pcnding ca\c\ by thc 20th February. 1966. 'To climinarc 
:ill ch;incc< of any such casc h ~ o n i i n g  time-h;~rrcd i n  future. 
the Salcc Tax OITiccrs wcrc dircctcd lo di\pow of all w ~ h  caws 
within onc month Tram the reccipt of ;~ppcll;i~c or rcvisiona) 
orders and intimate tbc particulars ol such caws di,po\cd 6f 
on thc 5th of cvcry month to  nppcals-scction for making 
ncccvm-v entries in thc Jn4tution Rcyictcr. so th;lt thc 
;~ppcal\ Section may al\o hc ahlc to check up the follow up 



action. (Copy of Circular No. 14 of 1965-66 is cnclosed 
marked Annexure 'E'). 

(iv) At  the time uf redemarcation of the wards with cflect from 
1-8-1966, all thc files were again got physically verified and 
a Blue List was prescribed for bringing upto-date the pcn- 
dcncy 01 asscsmcnt caws therein. Thi4 Bluc List is required 
to be prepared in April every year, after physical verifica- 
tion of filcs. Again in April, 1967, dctailcd instructions were 
issued vide circular letter datcd 5-4-1967. (Copy cnclosed 
markcd Amcxurc 'F') for superchecking of thc cntries ma&: 
in the Bluc List registcr in order to cnwrc their correctness. 

( v )  As a final measure to guard a:ain~t t t ~ c  possibility of any case 
still remaining unnoticed, instructions arc being issued to tk 
ward otliccrs for getting thcir files rc-checkcd in Dccembur. 
1967. 

(vi) In the month of April, every year a plan 01' work to be f o U w 4  
by the Ward Ofliccrs is laid down in which particular mention 
is made of the time barring cases and a deadline is fixed for 
dispo.d of thcsc cases. Also ii strict watch is kept on thc 
pcrfonnancc of assessing authorities by thcir rcspcctiw 
Assistant. Commissioners. This ycar aha, instruction5 weri 
likewise issued fixing October. 1967. as ~ h c  deadlinc. (Copy 
o f  instructions datcd 7-4-1967 i5 . e n c l o d  marked Annexur~  
'(3'). Such of thc officers. ;is arc not likcly to complctc thsir 
work up  to thc deadline tiscd, arc required personally to 
discuss the pending case\ with their reqxctivc Assistant Com- 
mislioner\. who in turn haw to  submit thcir report to tk 
C'onmissioncr cvcry month. I n  4iort. 1112 Commi\\icmcr mJ 
the As~istant Conirnis<imcrs. arc' kcepinr ;I vigilant cye @v:r 
the Asse\r;ins Authoritic. \\.ith :I view to ~>:~r.ly d i s p o 4  o f  ~'IL-VI 
c'ascs. 

There is no limitation prescribccl for the rcc.o\crv of arrcar5. l l o w e v s .  
evcn 2asc is being takcn t o  cffect rccovcry promptly. 

( 1 1 )  1:~~c.h A \ ~ c \ \ I I I ~  Authority ik  rc.quird to ctfect nl;l\ in~un~ col- 
lcctbn of Government dues and thi\ ~ s p c c t  i\ p.i~ticularly 
kept in view while writin(: c.h,~ra<tcr roll. 

( iii) The Assistant Comniissioncr (Recovery) inspects the Dcmand 
;lnd Collection Repistcrs pcritrticnlly to ensure that wcovcry 
~ ~ r t i f i c a t ~ i  arc issued in t ihc  :md cases rcprding rccovcr)' arc 
propcrly pursued. The As4st:ult Cornn~isbioner (Rccn\rcr)) 
;rlw functions a h  C'ollcc.tor for rcitli*ntion of tax as Arrcars d 



Land Revenue and thus there is better coordination bctwccn 
the Assessing Authorities and the Recovery staff. 

(iv) Every year, a collection drive is organised under the direct 
supervision of Assistant Commissioner (Recovery). 

Recommendation 
The Committec note that, according to the Depart~nental inquiry reports 

of October. 1953, February, 1954, and February, 1956, the dealer had 
been shifting his businesJ premises from time to flme without informing 
the Department as required under Section 16 of the B e n a  Finance (Sales 
Tax) Act. 1941, as extcndcd to the Union Territory of Delhi. They feel 
that this fact should have made the Department vigilant. 

[Para 2.23, Serial No. 49, Appendix VZI, of the 3rd Report, 
(Fourth Lok Sabho)] 

Action taken 
The sales Tax Department is now vigilant. It is hopcd that no such 

case will escape their notice. 

Recommendation 
The Committee would like to be apprbcd of the progress madc in the 

completion of the survcg work. 
[Para No. 2.29, Serial No. 50, Appendix V I I ,  oJ the 3rd Report, 

(Fo~crtli Lok Sabha)] 

Action taken 
In the survey carried out in 1966-67, 16,181 dealers wcrc covered. 

Out of these 7,030 wcrc registered dealers and 9,151 wcre unregistered 
dealers. out of whom 1.138 were found registerable. During the c m t  
vear, a comprehensive plan of survey has h e n  drawn up; shopto&op 
;urvey will be organised in new and developing colonies, where new shops 
and industrial units arc springing up. In the old established markets, 
monthly targets for the detection of thc registrable dealers has been fixed 
tor the inspectors. 

Apart from the Sales Tax Officers and the Asistant Sales Tax Officers, 
.Qssistant Commissioner would i k o  make surprise check of the work done 
by the inspectors and the Sales Tax Commissioner would himself be moving 
c~ut, e.;pecially in the areas where new markets are developing. 

They understand from Audit that, under thc Departnlental rules, an 
4ssistant Sales Tax Oficer is required to verify at least 20 per cent of the 
Snrvey reports made by the Sales Tax Inspector. Similarly, a Sales Tax 
Ofhxr is expected to check at least 10 per cent of such reports furnished 
hv the Inspectors and Assistants Sales Tax Ofkcrs. The Committee wwld 
like to be informed whether the procedure laid down under the departmental 
rules is bcing actually followed by the Sales Tax Department. 

[Pnra No. 2.30. Serial No. 50, Appendix VII, 3rd Report, 
(Forrrth b k  Sabha)] 



Action taken 
Due supervision is being exercised on the Sales Tax Officers and Assis- 

tant Sales Tax Officers to ensure that they achieve the target of 10/20 per 
cent superchecking of surveys. Monthly returns are called for in this 
respect and thcse are carefully scrutinised and the defaulting Of5cers 
screened for suitable action. 

Recommendation 
The Committee rcgrct to note that as many as 84,092 cascs were out- 

standing on 1st April, 1965, with the Salcs Tax Office pending assessments. 
Some of these ca3es relate to the year 1961-62. 

{Para No. 2.33, Serial No. 51, Appendix V l l ,  3rd Report, 
(Fourth Lok Subhn) J 

The Committee cannot too strongly stress thc need for taking urgent 
action to dear the arrears of assessment relating to earlier years, so that 
the realisation of Government dues do not become time-barred. The). 
would like to watch the progress made in this regard through the s u b  
qucnt Audit-reports. 

[Para No. 2.34, Scvial No. 51, Apperldix VII,  3rd Report, 
(Fourth Lok Sabha) J 

Action taken 
Urgent action is being taken in the matter, as desired by the Public 

Accounts Committee. 
(Ministry of Homc Affairs) 

ANNEXURE A 
OFFICE OF T H E  COMMISSIONER OF SALES TAX, DELHI 

CIRCULAR NO. 9 
( P m e d u m l )  

SUBJECT :-Disposal o f  applications-Time hinit for. 
It has been observed that tbe disposal of miscellaneous applicatians 

filsd by thc dealers is at times inordinately delayed by the officers of the 
Department. This results in avoidable harassment to the dealers. In order 
to exercise proper vigil in such matters, it has been decided to prescni 
the following t~meschedule for final disposal of applications :- 

1. Applicatio~lforadjournmc~lt . . . . . 
2. Application for registration . . . .  
3. Application for amendment of registration ctrtif~atc . 
4. Application for cnncellation of registration ctrtifmtc . 
5. Application for grant of refund . . . . 
6. ~ ~ p l k h t i o n  for iswe of 'C' forms . . . . 
7. Ordinary application for certified copy . 
8.  Urgent application for certified copy . . 
9. Disposal of reviewirectihtion application . 

10. Disposal of rernnnd cascs . . . . 
I I .  Application for return of books . . . 
12. Application for extension of tip# for filling returns . 
13. Application for stay/instalmcnt . . . . . 
13. Application for inspection . . . . 

. Same day 

. 3 weeks 

. One month 
. One month 
. ?days 
. 7days 
. 7 days 
. One month 
. Two months 
. 15 days 
. Oncwetlr. 
. 15 days 
. Orm\eck. 



The deadlines fixed above arc being given wide puthicity in the busi- 
ness circles, and the otticcrs should observe these instructio-m scrupulously 
so that thcrc is no chancc of complaint from any quarter. Failure to do  so 
on  thc part of any otliccrs would bc vicwed seriously. 

Sd/- 
Cont~nissio~~er of Sales Tar, 

Delhi. 
Dated the 22nd Octobcr, 1965 

30-Asvin, 1887. 

3. All Assessing Auth@ritic\. ( i t  should bc got notcd b) Lnswton  
and Ward Inchar_ecq also). 

3. Thc lnspcctor ( [ I .  UI, ) .  I&h Section/Appcal Scctivn/Copying 
Agency. 

4. The Supcrintcndcnt 

at tent lor^ i \  ink~tctl to thi\ 011 '1~~ M~'nlor;mdunl NO. XV-12/CST-65, 
l&A/J213, datcd the 20th March, 1965 fonvarding thereunder a cop) 
of the mlnutm of thc meeting hcU in the room of the commissioner ot 
Sales Tax on the IIJth of March. 1965. It was then instructed that in the 
Inattcr\ relating to the i s m  of Registration Certificates to the dealen, 
the Assessing Authoritk must fix trp the date by which the certificate% 
nould be rcady for deiivcry to the iipplicant dealers. 

Complaint., arc still being received that no date i, fixed for the delivery 
of the Registration Ccrtiftcatcs and that the same are delivered with wn- 
~ider;tbk delay even after the last date of hcaring fixe6 for thc purpose. 



A scrims view shall bc taken for non compliancc of instructions, it' 
any complaints arc rcceivcd in future. 

S. V. DEVA 
Co~t~rni.ssi~)ner of  Sales Tax, 

New Delhi. 
No. ?(V-lI/CST-65/1&A/19790 D a t d  28-1 3-1966 
Copy forwurdcd for information to tho :- 

I .  All A.;,istant Commissioner, Sales Tax, New Delhi. 
2 .  All Sale4 T a u  ORccrs in thc Hcad Quarter\. 
3. A\\i\tant Sale, Txi Oflicers (Audit Ccll).  
4. ,211 Inspccror\ Hcad Quarters. 

0 1  1 1< '1  01 i Hf -  COhI\IISSIO\ F K  01.' SALES TAX,  DELHI 

1)atc.d thc 11 th March. 1960 
I l-Phalguna. 188 1.  

I'rt'ill \0111c of t l~c  cari., uhich havc k r ln  examined by n ~ c  i t  has been 
riylticcd that whc.11 ;UI application i 4  madc by n dealer to hi.; Sale5 Tax 
Odiccr dlcging that hc hi& shiftcd firs placc of business to sonlc other 
:card, t l~c  Ward Ollicer a f w  making enquirici with regard to thc closure. 
of b u h c ~ \  in hi, WVIE nxci in~n~edi;ltr'ly trunsfcrs thr: filc tcr thc ward 
uxercisi~~,c iurisdiction over the area to which thc dealer is alleged to 
haw hhiltcd his placc of busuicss ~vithout verify in^ thc actual opening up 
: ~ f  the busincss at the ncw placc. A; a result of this, it has later on trans- 
:)ired that the dciilcr has been cvading scrutiny of his activities both in 
the old w m i  a s  well as in the new ward, bccausc, the oficials of the new 
d:.~rtf could not trricc his \vhcrcabouts in his own \ \ ad .  

All thc oflicer\ arc. thcrcforc, dinxtcd to trmsfcr such file:, only w h e ~  
thcv have vcrificcl through thcir own Inspector or Assistant Sales T a x  
Oficcr not only thc closurc of the busincss in thcir own ward but also 
the c\tablichmcnt of the business in the o d ~ c r  ward. For this purpose. 
:he In\pcctor of the parent ward should pcnonally visit tbe changed busi- 
nc>\ prcmiscs a.; rcportcd by thc dealer in thc other ward, check up the 
rent receipt and canfirnl that hc  has seen the dealer conducting business 
from his ncw placcc of business. 
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T h t  file of the dealer should bc transferred to thc ncw ward orrly after 
all thcsc formalities are complcted. 

w- 
Comr~~issio~wr of So1e.r Tar, 

Ilelhi. 
-4 t~es taf  
Sd/- 

- (K.  L. Bhatia) 
Sales Tax Officer (H. Qrs.), 
Dclhi. 

COPY 
OFFICE OF THE COMMlSSlONER OF SALES TAX, DELHI 

No. 10465 
To 

All Sales Tax Officers, 
Dclhi/Ncw Delhi. 

Dntcd thc 29-7-1 966,. 

MEMORANDUM 
Consequent upon the creation of 12 additional wards, the area corn- 

prising the Union Territory of Delhi h a ,  with effect from 1-8-1966, been 
redemarcated into 29 wards (dcsi-gated as Wards No. I to XXIX) for 
the purpose of the administration of Salcs Tm Laws. Boundaries of thc 
new wards have been defined in the schedule circulated wparatcfy. 

The following instructions in this regard as issucd for a strict com- 
~liance. 

1. All the OfXcers should immediateIy acquaint thcmsclvcs with thc 
areas falling within their respective jurisd~ctims. 

2. As a result of thi, redmarcation, a large number of files shall haw 
to be transferred to or received from various wards. Such files shouid In. 
transferred only after the transferring officers has fully satisfied him@, 
after spot enquiries, where necessary, that the place of business of thc 
dealer falls within the jurisdiction of transferee ward. In case of any doubt 
about the location of a dealer in a particular ward, the matter should bc 
resolved by personal discussion amongst the ofiicers cui~emed. In case any 
confusion still persists, the matter should be refcrred to thc Assistant Com- 
missioner I. 

Before the files are transferred, it should be ensured that aU the return. 
treasury challans and lists of sales made to registered dealers, exports and 
'C Forms submitted by thc dealers, are placed on the ~spcct ivc  fiks. 

3. files of registered dealers and of dealem whose cuoscssment for my 
period has been completed under Section l l (2)  should be transfcmd 



Mder -r of transfer memo. attached herewith as Annexure 'A'. copies 
of this profonna may be obtained from : 

(a) Shri Thakar Dass (for Wards situated in 2' & 'M' Blocks of 
Indraprastha Estate) ; and 

(b) Shri A. Kanwar (for Wards situated in Saraswati Bhavan). 
An indication .in red ink shall be- given in cases of dealers whose 

assessments are likely to be timebarred. 
4. The importance of giving correct and -compltte information m the 

transfer memos. cannot be over-emphasised as any inaccuracy or ommi& 
sion can lead to serious consequences for which the transferring ofkcr 
will be personally held responsible. 

5. A proper record should be maintained of all files transferred to 
various wards. 

6. All cancelled files, even where no action whatsoever is r d i n g  
shall also be transferred. Such files shall, however, be transferre under 
cover of transfer memo. as per annexure 'C. 

7. Files relating to unassessed 1 l (2)  cases should be transferred 
under a single letter in which all pending actions in each case should be 
clearly indicated against the name of each dealer and such files should 
be transferred duly indexed. 

8. Surety Bonds, seized and surrendered documents and other impor- 
tant papers e.g. complaints under enquiry etc. should be handed over per- 
.wnally to the officers concerned and their acknowledgements obtained for 
record and reference. A copy of the list of such transferred documents 
should be sent to the Assistant Commissioners concerned. 

9. Pending applications for registration should be transferred under 
a separate letter in which actions pending in each case should be clearly 
indicated against the name of each dealer. 

10. Permanent recurds e.g. Dealers* Ledgers, D.C.Rs., etc. shall be 
retained by the transferring officers. 

11. On receipt of any file of document from another Ward the 
mipient  officer shall immediately satisfy himself, after spot 
whcre necessary, that the dealer concerned falls within his jnrisdictron. 

12. After the work of transfer of files to a particular Ward has baen 
completed, the officer of the transfeming Ward will also prepare a 
sotidated list of files transferred to the other Ward and obtain a c a w -  
lidated acknowledgment from the officer of the transferee ward. 

13. After the officer of the d e m  Ward has sadsflad himsdf that 
the mes received by him pertain to his Wad, he shaIl aftcr poptr vctifi- 
cation, start making entries in rcleva~ records in his wad. Iahtoldoat 
acknowledgment in the p m i  proforma (Amemre B) shall also be 
sent to the transferring ward so that it can entries in its Cblb 
nological Register, Dealers Ledger, ODAR aud 
ems refereace. 

14. The process of transferring of files etc. should be compbQa by 
the 15th August 1966 positively and compliance reported to this by tbc 
20th August, 1966. 
I fiTX.SS168-8 



15. After the process of transfer has been completed all the Wards 
(including the transferring Wards) shall prepare afresh all the relevant 
records in accordance with the existing instructions. This work should 
be completed by the 3Dth August 1966 positively and a compliance report 
sent to this office by the said date. 

16. During the interim pcriod the clerical staff of thc transferee ward 
shall render such assistance to the transferring ward as may be required 
by the Sales Tax Oficcr of that Ward. 

17. All thc Assistant Commissioners shall personally supervise this 
work. For this purpose. they will please spend some time everyday in 
each ward under their charge and give guidance where necessary. 

18. All the prescribed monthly statements for the month of July shall 
be sent as usual by the Sale, Tax Officers of thc old Ward. 

19. Timely issue and service of the ST XlV shall however be the 
responsibility of the transferee officers. Needless to point out that action 
regarding issue and service of notices in ST. XIV in respect of dealer to 
whom monthly returns have been prescribed haw to be completed before 
the end of September 1966. 

20. The receipt of this circular should be ncknowled~cd. 
Sd '- S. V. DEVA 

Co~~tmissioner of Srrles Tax. 
Datcd 29-5-1966 

No. 10466 
Copy 

I 

2.  
3. 
4. 
5 .  

All Assistant Conunissioners, Sales T'm. Thcy arc requested to 
closely supervise the work relating to transfcr of records and cwure 
compliance of instructions. 
S.T.O. (H.Qrs.). 
Superin tendcn t. 
Officer on Special Duty (H.O.). 
Inspector (H.Qrs.) . 

C( )mnrissioner of Sales Tax, 
Delhi. 

ANNEXURE 'E' 
OFFICE OF THE COMMISSIONER OF SALES TAX, DELHl 

CIRCULAR NO. 14, 1965-66 
(Proced ufal ) 

The Accountant General Central Rcvcnucs has pointed out that home 
.of the remanded cases have become time barred. This is bccause tk 
Assessing Authorities do not take prompt action in regard to case. bet 
aside and remanded by the Appellate or Revisional Authorities and do 
not get thc files properly checked up beforc furnishing certificates ;it thc 
cnd of each financial year. With a view to climinatc all chances OI 2 1 n  
zuch ca<e being time barred in future all thc Sales Tax O~%CC~S are harehv 
dirccted to ?ct' 311 the filer; checked immcdiatclv and prcpare an up-todntc 
l i k ~  of ca l \ c \  whrrc any action i\ pcndin!: ns n r ~ w t l r  of ;In nrdcr 1i:tvinsr 



k e n  set or remanded. These cases should be finalised latest by 20th 
February, 1966 without fail. Any negligence in this behalf be seriously 
viewed. Compliance report should be sent t o  the respective Assistant 
Commissioners, latest by 22nd February. 

In future all such cases should bc disposed of within one month from 
the receipt of appellate or revisional orders. The Salcs Tax Officers 
should also furnish the particulars of such cases disposed of on the 5th 
of every month to appeal section for making necessary entries in the 
institute register. 

Sd/- 
Cor]trl~isrioner of Sales Tax, 

Delhi. 
No. XV-30, CST-65/1&A/ 1 59 1 Dated the 1st February. '6b 
Copy fonvardcd to :- 

1. All Assistant Commissioners. Salcs Tax, Delhi. 
2. All the Sales Tax Oflixrs, Dclhi/Ncw Dclhi. 
3. Aj3tt. Sale\ Tax Ofliccr, S.I.U., Stamps/Audit. 
4. Inqxctor ( H .Or\. ) Appeal Section. 

A N N E X U R E  'F' 
OFFICE O F  THE COMMISSIONER OF SALES TAX 

I 'L', Block, Indraprastha Estate, S e n  Dclhi 
No. \'Ill- 13 66-CSJ' 18A 56SO Diitcd the 5th .April. '67. 

In July,  1966. the ward olliccrh \vcre directed to preparc Blue Lists 
of pending asscssmcnts aftcr physical verification of :dl the files but 
inspite of the fact that more than suflicient time was taken in preparation 
of these lists, thc w n c  were not authentic. It  has becn brought to mv 
notice that some time-barring cases were disposed of in the last week 
of March. 1967. in haste because their pendency had not bcen properlv 
shown in tbc Bluc Lists. This is a very 'serious lapse on the part of thk 
ward oflicers. I want to again impress upon them that any such short- 
coming will have to he seriously \%xwl in future. It is in the inti'rcst 
c ~ f  the Asstxing Authorities thcn~sclvcs that pendency of assessments anJ 
nrrcars i s  onc for all correctly awrtriincd. Now that all the \va& have 
fully settled, thcrc should not hc any  reason for any such lapst in 
fu!urc. 

2. :{mars on 31-3-67. ;I.; pCr I3.C.R. far 111; year 1966-67 shi~rIJ  
kc correctly carricd for\vnrd in the D.C.R. for thc year 1967-6s by ;iViny 
yropcr crow rc.1'~~rcnc.c.. In caw. thcrc is ~ o m c  vnriation 3s a rc3lilt of 
~~criIic;l~ion of ii1i.i the S:llcc Tar 0lficc.r h u l d  himiclf. bcftjrc nl.tkin< 



any entry in the D.C.R. for the year 1967-68, make enquiries about the 
variations reported and take necessary action for their entry in the 
Demand and Collection Registers after fully satisfyins that the variations 
are correct. 

3. Similarly, a Blue List for the year @67-68 showing pending assess- 
ments be prepared after physical verification of files and maintained pro- 
perly as per instructions contained in this OEce circular letter No. Mi%.- 
66/CST/I&A/9744, dated 16-7-1966. 

4. The Assessing Authorities are, therefore, directed to start physical 
veritcation of all the files forthwith. Instcad of putting all the members 
of the staff on this work, I feel it should suffice if three members of each 
ward are put on this job. The Assistant Sales Tax Officers, Sales Tax 
hpector(s), and Ward Incharge should thereafter super check the work 
done by the scrutiny team to the extent of 20% each. The Sales Tax 
06cer  should supervise this work and keep a record of the physical 
checking done by the scrutiny team and the overchecking by the senior 
officials; so that in case of any negligence coming to notice later on, there 
may not be any difficulty in h e ,  rcsponsibility. The progress of the 
work done be reported to me through the respective Assistant Commis- 
sioners by the 5th May, 1967 positively. 

Conmissio~ler oj Sales Tax. 
Dellri. 

NO. VIII-13/66-CST,'I&A/5690 Dated 5-4-1967 
Copy forwarded to :- 

;. The Assistant Commissioners, S:ile!, Tax. , "s 'c~ Dclhi. 
2. The Sales Tax Oficer (H.Qrs.). 
3. The Assistant Sales Tax Officer (S.T.B.) /Audit. 
4. All Inspectors (H.Qrs. ) . 

Assistant Cornn~issioner, Sales Tar, 
New Delhi. 

ANNEXURE 'G' 
OFFICE OF THE COMMISSIONER OF SALES TAX 

'L' Block, Vikas Bhawan, New Dclhi. 

Experience of tbe working during the past few years has shown that 
the time barring cases have not been given due attention inspite of 
repeated instructions. Somc of the time-barring cases are understood to 
have lingered on till almmt the fag end of the financial ycar. 

All the Assessing Authorities are now instructed that all the time 
barring cases must be finished befom the end of October, 1967. I shall 
not normally tolerate any pendency of such cases rifter this date. 



In order to ensure compliance of these instructions, the Assmmg 
Authorities and the respective Assistant Commissioners should s& that a 
stock-taking of such cases is taken up expeditiously and they are posted 
for examination during the ensuing months. The Assistant Commis- 
sioners should scrutinize the pr-o-rutrr disposal of timebarring cases by 
each Assessing Authorities and the respective Assistant Compllss~oners 
should see that a stock-taking of such cases is taken up expedi~ously and 
they are posted for examination during the ensuing months. The Assis- 
tant Commissioners should scrutinize the pro-raia disposal of time-barrinp 
cases by each Assessing Authority every month and send me a consob- 
dated report in respect of their ward jurisdiction every two months. 

It must bc made clear that the aforesaid dead line in meant to be 
adhered to. An adverse view shall be taken which will'be duly redlected 
in the Confidential Reports, if any time barring case is found to have 
lingered after the dead-line fixed, unless the concerned Assessing Autho- 
rity has obtained my prior permission in writing to hold over the haliiza- 
lion of the case duc to sufficient reasons. 

Conzmissioner of Sales Tax, 
Delhi. 

No. XV-12A,/CST-67/I&A/5806 Dated 7-4- 1967 

Copy to :- 
1. All the Assistant Commissioners. 
2. All thc Assessing Authorities. 
3. Sales Tax Officer (H.Qrs.). 
4. Salcs Tax Officcr on Spccial Duty. 
5 .  .411 the Inspector (H.Qrs.). 

for Cotn~nissioner of Snlcs Tax, 
DeUu'. 

Recommendation 
The Committee have not made recommrndations/observations in 

respcct of some of thc paragraphs of thc Audit Report (Civil) on Revenue 
Receipts, 1966. They expect that the Department will nonetheless take 
note of the discussions in the Committee and take such action as is found 
ncccssary. 
[Serial No. 52  crnd Para 3.1 of Appetrc2i.r VlI to the 3rd Report, 1967-681 

Action taken 

3.1. Thc recomr;~cndation of the Committce has been noted for com- 
pliance. 
IDulv vetted by Audit vidc C. h A.GS U.O. No. 5835-Rev.-A:'564-67-1V, 

h t t d  24- 1 2- 19681 
F. No. 8,'10,'65-lT(Arcdit), 



Recommendation 
The Committee dcsirc that ~ovcrnmcm's  rcplics should be cxplicit and 

self contained. In particular. whcre rcmedial mcasurcs arc called for 
the details of action taken or intended to be takcn should he specifically 
spelt out. 
ISc~itrl N o .  1 (Para 1.5) of Apprrrdi.~ V of Se~wrrh Report (4 th Lok 

Scl1)llcl )I 

Action taken 
X similar recommendation of thc Public Accounts Conlrnittcc niadc at 

Serial No. 8 of Appendix 111 of thc Fifth Report (Fourth Lok Sabha) was 
brou:$t t o  thc noticc of all conccmcd. In fact thc present recommcndn- 
tion i\ alrc;~tly hcing acted upon. 

IF. KO. 7 71 67-Coortl] 

Recommendation 
2 .  I I .  While the Committee do not &\ire to pur\u: the mattcr at this 

\t,ge. the? fcel that. in determining thc rate of excise duty. Government 
\hould havc taken into account the niarhct value of  the end product, apart 
from tschn~calitics involved. In the prewnt ca\c a4 therc w a r  a riw in thc 
value of extruded tubular piece\ thc Conmitt..x tccl that to chargc thc low- 
c\t rate of duty and treat them a4 cruds alummiurn W;I\ no ks\ inaccurate 
than to  treat them a\ ppc\ and tube\. 

[S. No. 5-para 2.11-Apperdix V o f  7th Report (4 th Lok Subha)] 

iction t&en 

2.1 I .  I n  view ot thc oh\er\ation\ of the Committee that they do noL 
dc41rt- to plr\uc thi\ ~syuc I'urthsr. wc t;rhc it that the mattcr I \  c l o d  
The vicwc cupreswd by the Can~niittsc.. havc however. k e n  notcd 

(F. No 18'5 66-CS.111) 



RE~~~MMENDATIONS/OBSE[.~VATIONS WHICH THEY DO NOT 
DESIRE TO PURSUE I N  VIEW OF THE REPLIES BY GOVERNMENT 

Recommendatbn 
From the note furnished by the Ministry the Committee regret to note 

that the samc item was classified differently within a short period of 2 months. 
The Committee are glad to note that as a result of audit object~on, short 
levy of countervailing duty to the extent of Rs. 35,689 was recovered by 
the Custom House. They, however, arc left with the impression that this 
mistake took place primarily due to neglisnce. They hopc that suitable 
action would now be taken against the persons responsible for the l a w .  

Il-'orcr 2.39, S .  No. 1 1, Appendix VIII, of the Report1 

Action taken 
The Public Account\ Comn~ittec had already been informed that the 

concerned Appraiser and Audit Clerk had been cautioned. As promised 
in the note furnished to tk Committee, vide appendix V ol their report, 
the explanation of the concerned Principal Appraiser was obtained by the 
C o k t o r  and he has been cautioned. The concerned Audit Clerk has also 
been cautioned in writing. Having regird to the fact that the imports were 
made by the O i l  & Natural Gas Commission and that there was nothing to 
suspc~t ttfnl(1 fi t lc.  a lenicni view was taken in this case. 
[&I. of Fill. t n~ptr. of R C I  . d Ituirrance) F. N o .  20 /47/66-Ciis.1, dated 

31-10-19671 

Recommendation 
Thc C~mmittw would ; i l ~  desire that the Central Board of Excise & 

('uqtoms \hould dcvisc witablc mcarures by ~vhich the cln4ication of 
4 d a r  article4 tliffercntl> h> dillcrcnt Appraisers i4 eliminated. 

[Porn 2 10. Tr. No I I .  :lpp. VIII of t h ~  2nd Report (1967-68)l 

Action taken 
The Board r c c o ~ ~ i s >  thc nccd for cnsuriry ~miforniity of practicc in 

classification and asscssmcnt of similar goods imported in a particular port. 
IJndcr thc. csisting arrmgmcnts. tariff rulings issued by thc Central Board 
o f  Excisc and Custom4 and by t lc icnior oficcrs of the Custom Houscs 
;ire circulated to all the a.\scssing offic.cn so that siniihr articles :in: classi- 
fred under the appropriate itcm of t l c  tariff. I'hc Internal Audit Depart- 
ment also checks the bill\ of cntry with ;\ view to find out. among othcr 
things, whcthcr tllcrc i b  J i v ~ r ~ c n ~ e  of priiclicc in regard to classitication of 
similar articlcs within the same Custom House. However. with a view to 
improving the position still further, thc Customs Study Team, which was 
sct up by thc Governn~cnt of India, has in it.; Rcprt  rwommcnded (vide 
cxtract of recommendation No. 190 appended) that a unit cnllcd the Cent- 
ml Exchmgc for Asscr.siiic.nt Ih ta  ~hould hc wt up for achieving systc- 

11 3 



rnatic control over assessments for ensuring uniformity. The Central 
Exchange will receive assessment data from all the Custom Houses and 
process them with a view to ascertaining whether there is uniformity in 
approach and also with a view to detecting errors, discrepancies, lack of 
consistency in assessment, abnormalities h valuation etc. so that suitable 
instructions may be issued to the Collectors for rectifying the defects notic- 
ed. This would ensure that all instructions are correctly and unifonnally 
observed- 

(i) within the same Custom House; and 
(ii) in the various Custom Houses. 

The Empowered Committee, which examined the recommendations of the 
Customs Study Team, has ampted this recommendation and it has been 
decided to set up a Central Exchange in the Board's office on an experi- 
mental basis for 6 months; the details are being worked out. 

IF. NO, 20/47,'66-C~s.l, dated 31-10-19671 

APPENDIX 

(190) For achieving systematic control over assessments, for eflsoring 
uniformity and for equipping the department with useful data, 
a new unit called "Central Exchange for Assessment Data" 
should be set up. 

When Committee suggested that an appeal should not bc cntcrtained 
unless the amount was paid by the party, thc witness stated that there 
much force in the point that in case of provisional assessrncnts demand 
might be enforced before arguing the case with the party. 
[Pma 3.34 and Serial No. 21-Appendix V f l l  to 2nd Report (Fourth Lok 

Sabhu) 1 
Adion taken 

The Government are unable to accept the suggestion made by the 
Committee in view of the decision of the Supreme Court in the Civil appeals 
No. 2. .7 and 2 .  .8 of 1966 in th: case of Collector of Customs and 
Central Excise, Cocbin Vs. M/s. A. S. Bawa pursuant to which instruc- 
tions have been issued as in the Central Board of Excise and Customs 
letter No. 40/83/67.CX.I, dated 29-9-1 967 (copy enclosed). 

( F .  No. 24/66/65) 
CIRCULAR LETTER NO. Misc.65/67-CXI 

F. NO. 40/83/67-CXI 
CENTRAL BOARD OF EXCISE AND CUSTOMS 

New Delhi, dated the 20th September, 1967. 
FROM 

Shri L. S. Marthandam, 
Secretary, Central Board of Excise and Customs. 



To 
All Collectors of Centnl Excise, 
All Deputy Collectors of Central Excise. - .  

SUB J ~ C T  : -Pre-deposit of h r y  Before hewing appeals under Section 
35 of the Central Excises a d  Salt Act, 19447Supreme 
Court's Judgement in Civil appeals Nos. 2007 und 2008 of 
1966. 
Messrs. A. S. Bava. 

Sir, 
I am directcd to invite attention to the Board's letter F. No. 43/4/64- 

CXN, dated the 5th September,l967 forwarding a copy of the Supteme 
Court's Judgement in the above-noted appeals relating to the pre-pyment 
of dues as a condition precedent to the consideration of appeal under 
Section 35 of the Central Excises and Salt Act. 1944. 

2. The salient point in the Supreme Court's judgement is that Section 
35 of the Excise Act gives a right of appeal while Section 129 of the 
Customs Act (as applied to Central Excise) whittles down the substantive 
right of appeal and it could not be regarded as 'Procedure relating to 
3ppeal' within the meaning of Section 12 of the Central Excises and Salt 
Act. 

3. The effect of the judgement is that the Central Excise appeals should 
be heard by the appellate authority without insisting on prepayment of the 
dues. Under the circumstaaces the appellate authorities should ensure that 
the appeals are not, in future, rejected merely on the ground that the dues 
under dispute have not been deposited by the appellants b e f o ~  the appeals 
could be heard. 

Yours faithfully, 

Srcrcrary Central Board of Excise and Customs. 
Copy to :- 
Usual endorsement. 

Recommendation 
The Comrnittec are surprised how in these two cases standard rates of 

duty were allowed as deduction. Evcn after the Board issued the clarifx- 
cation in August, 1964 t h e  was inordinate delay in  one of the two cases 
in raising the demand which is indcfcnsible. 

In the second case although the demand of Rs. 2.11.619 was raiscd 
more than two years back the duty has not been rcalised pending the 
disposal of the appeal preferred by thc party. The Committee s u m s t  
that in such obvious cases of niistakes where action by way of recti6cation 
has been taken the question whcthcr the differential duty can be collected 
before hearing the appeals may be looked into as promised during evidence. 

IS. No. 22 of Appendis C'JII of the 2nd Report (1967-68)l 



Action taken 
The observations of the Committee with regard to inordinate delay in' 

raising demand of duty in onc of the cases have been noted. 
Regarding the suggestion made by the Committee that the question ol' 

~~calising the due amount of duty in cases of obvious mistakcs evcn before 
hearing the appeals may bc looked into. a reference is invited to a recent 
judgment delivered by the Supreme Court in the case of M/s. A. S. Bava. 
The effect of this judgment is that the Central Excise appcals are to bc 
heard by the appellate authorities without insisting on p -paymen t  of thc 
dues. 

[F. NO. 1 /42/65-CXII,] 
Recommendation 

The Committee feel conccrned to note that the duty for thc pcriod 
March. 1962 to November 19. 1964, has bccome time-barred. It would bc 
a very unsatisfactory position. if thc manufacturer has already collected the 
differential duty for this period from his customers. The committee &sire 
that the position in this regard may be verified and, if the duty has already 
been collected. the assessee niay bc asked to makc a voluntary payment 
as sugcstcd by the rcprcscntativc of the Board during evidcnce. 
[S. No.  23 (Para 3.51) Appendix VlII to fire Secorld Report (Foicrth Lok 

Snbha) 1967-681 
Action C s l i ~  

I t  has not been possible to lay hands on any bills which \vould rcvcal 
that differential duty on account of addition of warranty and publicit! charg- 
cs had been rcaliscd by thc manufacturers from thcir customcrz. 
IApproretl hj- Joirlt Srrretoty uttd Vctted by Alrtlit. I;'. N o .  3 1 '27,/65- 

CX Vl!  I 
Rccommendatbn 

Tht. Committee fccl concerned to learn that in thi5 c34c tllc notifica- 
tion was interpreted and applied Jiffercntls in dilkrcnt Collectoratcs. In 
para 1.229 of thcir 46th Kcport (Third I .ok Sabha) thc Commitkc suggcyt- 
cd it would he better if such instructions arc issucd by the Ikpartrncnt of 
Rcvenue in consultation with the Cornptrollcr and Auditor-General. cxcept 
in casc of the Administrative instructions. The Conln~ittic clcsirc that thia 
s u ~ e s t i o n  should also bc considered in rc1;ttion to thc instructions ctc., on 
thc Gntra l  Excise and Customs sidc. The Ministry should also considcr 
rippendiny a statement of Objccts and Kcasons to each notification to avoid 
ambigui:ics and to cnsurc uniform application. 

1.Sr. No. 35 of A p p .  V l l l  & 2nd Reporr (1967-6831 
Action taken 

Notifications iwrcd by the Ministry such a\  tllc onc which riw to 
th: particular audit Para involvc ;I changc i n  the incidcncc ot' the duty. I t  
may not be fca\ihlc to  shcrw i t  to any ow out5iclc the Aclministrution othcr 
than thmc who arc actuall~ involvccl in. thc issue of such notifications, vi:., 
~ l l c  conccrncd of'ficials of t l~e  Mini\try ol' I~.;iw or ollicera ol any orhcr 
.\Iinistr). with whom thc maltcr niay II;I\-L. to hc consultccl. 7hc c h a n w  
tahc effcct inimcdiatel~. o n  tlic issue ol' the notification.; and thcy haw, 
thcrforc.. to he kept sccrct. Thk iz particularly so, at budgct tin~c. It 
~ v i l l ,  thercforc. bc apprcciatcd that it will not he possible for thc Ministry 
t o  show such notific:ition\ t o  Audit prior to thcir issue. In the circum- 
stances. Audit will. of courw. bc f'rce to look into the notifications i~ftcr 



their isiuc and comment upon errors, if any, that might havc crept into 
these notifications. It  is because of this peculiarity relating to the Central 
Ecicc (and Customs) notifications that it is difficult to accept and imple- 
ment the recommendations of the Public Accounts Committee. 

As regards the Committee's rccommcndations, that a Statement of 
Objects and Reasons should be appcndcd to each notificarion to  avoid 
amhipitics and to cnsurc their uniform application, there is alrcady the 
practicc of forwarding copies of notification\ to thc ficld formations with 
a cowring lcttcr or cndorscment explaining thc purpose of issue of notifica- 
tiori and its legal effect for the guidance of the officers concerned. It is 
nov; proposed to follow thk practicc invanably in all c a s h  Copic\ of 
t h w  cxplanatory letters along with thc conccrncd notifications will 
bc .cnt to the Conlptrollcr and Auditor Gcncral. 

IF. NU. 36/41 /68-CX.I.1 
Recommendation 

,As regards the scroricl caw, thc Comniittcc find that the duty Icviablc 
acc.~rding to Rulc 9 of thc Central Excisc Rules is the duty in force the 
day 111c goods arc cleared from the factory. During cvidencc the witnesh 
wai  doubti'ul whether in this case thc coppcr rods converted from bars 
con?inucd t o  be covcrcd under thc &finition of crudc coppcr. If thc con- 
version into rods is regarded as n process of  nlanufacturc. dificrential duty 
should havc bccn charged. The Comrnittcc fccl that this matter needs 
f ~ ~ r t h c r  examination." 

ijq. No. 37-parrr. 3.130-Appetufi.~ V111 (1967-68) Second Reportl, 
Action taken 

The niattcr has bccn carefully considered in consultation with the 
IXrcctoriitc General of Tcchnical Development, and the Ministry of Law 
who havc advised that the scopc of sub-item ( 2 )  of Itcm No. 26A of the 
b'irs: Sehcdulc to the Ccntral Excisc and Salt Act. 1934 ( I of 1913) is 
rcstrictivc in nature in that only tlic 'manufacturers' specified thercin. 
nil::-cly. plates. slicetq. c ircls  and strips n t t ~ x t  Central Excise duty under 
thzt sub-itcni, and. not all nianut'iicturc \vhilc sub-itcm ( 1 )  of Item So. 26.4 
rcf'c:., to the crutlc form only: by the \vortl 'crude' ic meant metal in t h ~  
virg;n forni. In this C M ~ .  the copper rods wcrc proclilced bv prc-heating 
and hot-rolling of duty-paid iniportctl bar.. . This procc\s constitutes 'nianu- 
f;i~P.ir~'. Thcrcforc. thc copper rod.; in quc.;tion do not fall either under 
thc ctntutory Itcm No. 26.4( 1 )  or 26A(2) .  Since tlr: said rods u-crc not 
c x c i ~ a h l ~ .  thc cl~~cstion of rccovcry of dutv thcrcon dncs not . 3 nsc. ' 

[F. ,YO. 1 S IO~'6(i-C.YIII 

Tlir Coniniittcc sup+-\t that i t  1i1;1) bc vcrifid nlicthcr thc rcfund orden 
wc:,: checked by tlic lnspcctirig Aq\istant Conirnis~ioncr. 
[Scritrl No. 30 ntd l'tirtrs 1 .I97 mrcl 1.198 ol Appenclis 1'11 10 thp 

Third Report. 1967-681 



Action talcen 
The assessment for 62-63 was completed on 5-6-1963. The income 

tax refund was made in July, 1963. There was no inspection or audit by 
the I.A.C. or the I.A.P. during the 5-6-1963 to 19-11-1964. The refund 
order therefore was not checked by the Inspecting Assistant Commissioner 
till the time of Revenue Audit. 

[F. No. 36/10/65-IT ( A d i t )  dated 20-12419681 

In regard to revision petitions pending with Commissioners of Incoxle 
tax, the Committee find that on 30th June, 1965, their number was 4,760. 
The number of cases in which tax was stayed was 252 on 30th June, 1964 
and 623 on 30th June, 1965. The Committee would like the Board to 
look into reasons for this abrupt rise in the number of cases in which tzx 
was stayed. 
[Serial No. 43 and Pam 1.282 of Apperrdiz VZZ to the 3rd Report, 1967481 

Action taken 
The Board have examined the matters and following are the rcasons 

for increase in the number of cases in which the tax was stayed in respect 
of revision petitions pending as on 30th June, 1965. 

(i) On account of extensive survey, the number of assessments 
had increased and this has resulted in an increasc in the num- 
ber of applications during the period under review. The num- 
ber of assessments completed upto June, 1965 was 2,67962 
and 1,91,202 during the corresponding period of 1964. Thus, 
the number of assessments completed upto June, 1965 bad 
gone up by 75,860 as compared to those in June, 1964; 

(ii) Some of the assessees having small incomes preferred to file 
revision petitions ; 

(iii) In some cases, involving disputed additions, appeal decisims 
at higher levels were awaited and as a precautionary step 
assessees filed revision petitions; 

(iv) Some petitions were filed in the latter part of the preview 
year; 

(v) On further verification. it has now been found that there was 
a mistake in the figures reported by the Commis4ioner of In- 
come-tax, Yagpur. The correct numbcr of revision petitions 
outstanding in which the tax was stayed was 38, where:!? in 
the statement wbmittcd earlier inadvertantly, the figure of ?65 
(this figure actually was the total numbcr of revision petitions 
pending for disposal as on 30th June, 1966) was reported. This 
arithmatical error in the statcmcnt sent by the Commissianer 
of Income-tax. Nagpur. mainly accounts for the abrupt in- 
crease in the numbcr of cases as on 30th Junc. 1965. Correct 
figure is 296 as on 30th June, 1965. It will be obscrved that 
the percentage of increase is not very abrupt as pendency of 
revision petitions in which tax was stayed was 252 as on 30th 
June. 1964. Taking into consideration the substantial ia- 
crease of 75.860 in the number of asscssments completed upto 



June, 1965, the percentage of increase can be considered to 
be normal. 
Commissioner of Incom6tax, Nagpur, has been asked to be 
more weful  in future while reporting figures which are to be 
furnished to the P.A.C. and displeasure of the Board has 
been conveyed to h i .  

Tho Committee also cannot escape the conclusion that the case had 
been dealt with in a most casual manner and no serious dart was made 
to trace the dealer. They hope that every effort would now be made to 
trace the dealer, as was promised by the Home Secretary in evidence so 
to recover the Government dues. 
LParo N o .  2.24 Serial h'o. 49, Appendix VII, of 3rd Report Fourth Lok 

Sabha) 1 

Action take31 
The dealer has now been traced in Amritsar and further action is being 

taken. A furthcr report regarding recovery of the dues will be sent to the 
Committec. 

Further reply 
The dealcr who was traced in Amritsar was arrested there and was 

lodged in the civil prison for 30 days as he could not clear the Govem- 
ment dues. It was intimated by the Tehsildar, Amritsar that the dealex 
had no attachable property as verified from there. In view of this position 
the recovery could not bc effected from the dealer. The arrears had al- 
ready been written off by the Delhi Administration in the year 1964. 

[Minirby of Horn Aflairs] 



CHAPTER IV 

RECOMMENDATIONS 'OBSER\'ATIONS REPLIES T O  WHZCH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE M'H1CI.S 

REQLllRE RElTEKATlON 
( i )  SECOND R r p o ~ r  (I'OURTH LOK SABHA) 

The Committee note that one particular piccc of machinery has  I.-zn 
classified differently for the purpose of levying cxcisc and customs uuty. 
Certain items have also bcen classified differently by the different Cu5tom 
Houses. The Committee feel that an effort should bc made to avoid ~ ~ 1 1  
anomalies as far as possible. 
Weriol NO.  9-..Qppcwrli.r 1'111-Par-rr Yo. 2.26 of the Sacontl Xcy pi- 

rorrrth I.oX Stri);:rr) 1 

Action takcn 
The observations of thc Committee have been noted for further actim. 

.Suitable instructions havc bcen issued to all the Collectors of Custom, & 

.Central Excise to avoid anomalies in matters of nsscssmcnt as far as 
possible. 

IF. ,YO. 3 ' 25  67-C~clS. (T.['.) 29-1 -681 

The Conmittec hope that the Report of the TarifT Rcvision C'on1rni;:~c 
on customs would receivc due consideration and changes irltroduccd ::. a 
rcsult of that Cornmittec's rccon~mcndations \vould svstcmatisc ~ h c  t .  riff 
and bring it in line with modern conciitions. Thc C'ommiltcc hopt :?at 
now that the question of a1ignin.g of the Central Excise TarilT uitli thc 
Cuctoms Tariff has been rcfcrrcd to the Tariff Rcvision Committee. v;ith 
the receipt of the report (of the 'Tariff Rcvision Committee), diffcultic~ 
: ,but  the imposition of countervailing duties would be reduced con\idcrLJ)ly 
and the Central E x c i . ~  Tariff would also be put on a more scientific 
basis. 
IScrjcr/ .Yo. 9-Appcw1i.v 1,'111 1 0  1 1 1 ( 1  S~c .o / l t l  K e p w l .  I..c~rrr/lr 1.oX .Scch i la  1 

Action taken 
'The reports of the Tariff Kcvikion Committee, both regarding tllc C U +  

toms tariff and the central cxcisc tariff havc bccn rcccivcd and arc under 
the active consideration of the Govcrnmcnt of  India. Attcnipts arc h,ing 
made to enwrc that the rcviwd tariffs. whcn introduced, rcducc con\iJc~a- 
1 3 1 ~  the prcwnt diflicultic\ i n  the impmition nt countcrvailing clutic\. 

[I' .  Yo. 2 35 '07-( l ;S.(  7'.I '. ).  c l ( i / ~ r I  28-3-681 

Th< ('onlmittcc n o w  that tlw persons involvctf in thc frauds hav; b.;.~, 
ar  :Ire I l c i n ~  p f i ) \ c c u ~ d ,  TIic Committuc ;Ire, howcver. unli;lpp!, ~ : > ; L I  

1 - 0  



frauds involving a total sum of Rs. 2,35,107 have been committed. They 
hope the authorities will take necessary safepards against the possibility 
of such frauds. 

The Committee hope that thc improvement in the system which was 
proposed to be introduced and other measures which the Ministry intended 
to take would eliminate opportunities for fraudulent alterations in Bill of 
Entry. They desire that proper watch should also be kept on the new 
systcm so that cases of frauds arc altogether eliminated. 

The Committee would .like to bc informed of the final action in cases 
whcrc prosecution proceeding\ arc in progress and of the recovery 01 
amounts from the persons concerned. 

15'. No. 13 (1  967-68) Srcond Report (Fourth Lok Sablza)] 

Action taken 

The new systcm of perforation of Bills of Entry with Pin-point Type- 
writers introduced at thc ports of Bombay, Calcutta, Madras, Cochin and 
V i m  : has been working satisfactorily. Nevertheless fresh instructions 
have bccn issued to the Custom Houses to Lccp a strict watch on the new 
systcm with a view to climinatc altogether the chances of fraud vide Minis- 
try of Finance (Department of Kevcnue and Insurance) letter F. No. 551 
70167-Cus.IV, dated the I st April. 1968-Anncxure 'A'. 

The PAC in para 2.55 of its report has referred to the total sum of 
Ks. 2.35.107 (i.c. Rs. 64,726-i-h. 1.70.38 1 ) which was reported earlier 
as defrauded by M 's Ashar Brothers ;rnd M/b R. Singh & Co. In the case 
of M/s R. Singh di Co. full cxtcnt of the fraud \\.:Is not known initially. The 
amount involved in the fraud was subscqucntlv recalculated with reference 
to thc invoices and the relevant rccords and the amount of duty involved 
in thc fraud comes to Rs. 1.75.0XO instead of Rs. 1,70.381. The amounts 
o f  duty dcfraudcd bv the Clcrk of M/s Ashar Brothers--CHAill/l35 
have sincc been recovered bv thc Custoni House Bombay. As regards the 
rccovcries of the amounts totalling Rs. 1,75.OXO dcfrauded by M,ls. R. 
Singh di Co. nnlv a sum o f  Rs. 21.635 has sincc bccn recovcrcd. A sum 
0 S  Rs. 1.48.944 comprising less chargc duc in 29 cases and balance d 
Rs. 1 .SO0 due in onc case haw not yct been rccovcrcd. The Ministry of 
Law. Branch Scctt. Bombav. haw given their legal opinion in respect of 
the said 29 cases that it would hc difficult to take rccoursc to law for effect- 
ing rccovcnr on thc basis of the time---barred demands under the Customs 
Act, 1962. 



ANNEXURE *Ay * . . Most immediate 
F. No. 55/70/67-Cus.IV 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(Department of Revenue & Insurance) 

New Delhi, the 1st April, 1968 
From 

The Under Secrct:~ry to the Govcrnn~ent of India 
To 

All Collectors of Customs. 
SUBJECT : Recornrm~endation~ made by the Public Accounts Cornnuttee in 

rheir Second Report of (1967-68) on Para 16 of the Audit Re- 
port (Civil) on Revenue Receipts, 1966 regarding loss of Reve- 
nue due io fraudulent alkrations in Bills of Entry-Implemen- 
ration ihreof.  

Sir, 
I am directed to endow an extract from the Second Report (1967-68) 

of the Public Accounts Committee on Audit Report (Civil) on Revenue 
Receipts, 1966, whcrefrom it would br: sctn that the Committee in paras 
2.55 and 2.56 have madc general observations that the Customs authori- 
ties would take necessary safeguards against the possibility of the frauds 
similar to thosc committee by M/s R.  Singh :h 8.0. and M/s Ashar Brm. 
at Bombay and that a proper watch \hould be kept on the new ~ystem so 
that cases of frauds are altorethcr climinatcd. 

2. This Ministry, in this connection. feel that a strict watch should bc 
kept on the new system of perforation of Bills of Entry with pin-point type- 
writers with a view to eliminate altogether the chances of occurrence of 
frauds similar to thosc referred to above. 

3. I am to request that the receipt of these instructions may kindly to 
acknowledged. 

Yours faithfully, 
sa./- 

Utuler Secretary to the Gorernnwnr of India 

Cbpy forwarded to DIC&CE, New Delhi 

sd./- 
Under Secretary to the Government of India 

Further Information 
"SI. No. 13 :-Please furnish the foUowing information :- 

(i) a note giving the latest position of the appeal case. 
(ii) A copy of the legal opinion given by the Ministry of Low 

(Branch Secretariat, Bombay) that in respect of 29 cases i t  



would be difficult to take r-se of law for effecting recovery 
on the basis of the time-barred demands under the Custom 
Act, 1962. 
Whether Government have considered the question of making 
a suitable provision in the Customs Act so that recoveries of 
demands in such cases of frauds can be made irrespective of 
time-bar". 

The replies to the above points are given below seriatim :- 
(i) The appeal filed against the order of acquittal of Shri A. K. 

Sharma, UDC, Bombay Custom House, passed by the spxhl 
Judge is still pending in the High Court. However, d m -  
mental action is being initiated against Shri Sharma simultane- 
ously on the advice of the Ministry of Law. He is still under 
sus~nsim. 

(ii) A copy of the legal opinion given by the Ministry of Law 
(Branch Secretariat, Bombay) in respect of 29 cases of short 
payment of duty, is attached-Annexure 'A'. This Ministry 
agrees with the Ministry of Law that since the recovery had 
become time-barred under section 39 of the Sea Customs Act, 
1878, recourse to sections 28 and 142 of Customs Act, 1962, 
was not possible. 

(iii) The question of recovering demands in cases of frauds with- 
out any time-bar has been considered by Government. The 
rmovery of demands in thc cases covered by the audit para 
had become time-b'arred under section 39 of the Sea Customs 
Act, 1878. The limitation under thc Sea Customs Act, 1878 
for recovery of amounts short levied or not levied was 3 months. 
However, under the Customs Act, 1962 the limitation for re- 
covery of mounts short levied, or not levied. through fraud 
cm the part of thc importer/exportcr or his agent has been 
cpccifically incrcawd to 5 yeas. 

In clausc 28 of the Customs Bill 1962 it had been proposed 
that there should be no time limit for issuing notice OF re- 
coverv where dutv has not been levied or has been short-levied 
or has been erroncouslv refunded by reason of collusion or any 
nilful mis-statement or suppression of facts by the importer 
or the exporter. However, the Select Committee to which 
the Customs Bill. 1962, was referred commented on the pro- 
posed clause as follows :- 
"The Committee arc of opinion that some time limit should be 

laid down within which a notice may be served upon an 
importer or an exporter, as the case may be. for p a p  
m n t  of dutv not levied. short-levied or erroneouslv re- 
funded bv reason of cullusion or wilful mis-statement or 
suppression of the facts on his part, and they feel that 
a period of five yeam should be adequate for this pur- 
pose,". 

F. No. 55  '70/67-C~$. fV 
Td67LSSI6R 9 



ANNEXURE 'A' 
Notes ir?. the Minitry of Law 

CONFIDENTIAL 
(Deptt. of Legd Afiairs) 

Bombq 

In this case the Custom Department feels, on reconsideration of the 
matter, that it would be possible to invokc the provisions of Section 28 
of the Customs Act, 1962 read with Section 142 of the said Act for the 
purpose of recovery of the duty short-paid and the file is submitted to this 
Ministry for confirmation of the said view. It is not clear to nte how the 
provisions of Section 28 and Section 142 are applicable. From the pre- 
vious notes recorded it appears that the duty has been correctly assessed 
but that after the assessment and before actual payment of duty, a fraud 
has been practised by altering figures of quantities in the bill of entrieh 
which has resulted in short-payment of duty. The question, therefore, 
arises whether this is a case of non-levy or short-levy of duty. On the fact7 
disclosed it appears that the instant case is n case of short-payment of duty 
and the duty was not short-levied although it may in effect be that case. 
Further, before the recovery proceedings under thc Act can be invoked 
it has to be established that a person has not paid m y  duty demanded from 
such person. Question, for consideration thercfore is whether this is case 
where the correct duty payable was demanded from the person and that 
he has failed to do so. It is presumed that the Department secks to rdy 
on Section 142 because they have given notice calling upon thc i m p m r s  
to pay the duty on 13th Julv 1964. Now the question arises whether these 
notices issued in July, 1964 are valid notices or they are notices which are 
time-barred, as contended bv some of the importers. Even the old Ser- 
lion 39 conternplates payment of duties not levied or short-levied and not to 
recovey duty properly assessed but pny~nerzt not nude in accordance there- 
with. Even assuming however that Section 39 was applicable the notice 
of demand for short-levy should have been given within three months from 
the relevant date. That not having been given, no action could be taken 
under Section 39 of the Act and i f  dte righr lo recover under Section 39 
of the Act was lost or time-barred it cannot be said that the same is re- 
vived under Section 28 of the Act. Section 160 ( 7 )  of the Act provides 
that m y  duty or penalty payable under any repealed enactment /nay be re- 
covered in the manner provided under rlte 1962 Act. The question, thrc- 
fore is whether the duty was payable under the Old Act. A distinction must 
be drawn between the words 'payable' and 'liability to pay'. There may he 
or may have been a liability fo  pay under the Act but the liability to pay 
is not the same as the amount having become payable unless in pwsruwcc 
of that assessment there i~ a notice of demand made within the prexribed 
time for such payment. In these circumstances, I fwl that it wmld hc' 
difficult to have recourse to recovery proceedings under the new Act. How- 
ever. as the suit will not be time-barred immediately if the Department 
wants to take a chance bv resorting to thcsc measures, perhaps this attempt 
may be tried but it is bound to bc challenged in view of the lcttcrs which 
112- alreadv been addressed bv some of the importers to the customc; nutho- 
rities challenginp the validitv of the notice issued in 1964. 
Cnllrctor of C l r ~ t o m ~ ,  Bomhm 



D.O. No. 4950-Rev.A/288-68 
OFFICE OF THE COMPTROLLER AND AUDITOR GENERAL OF 

JNDIA 
S. Ramamurthy, 

Administrative Officer (Revenues Audit). - - 
Dcar Shri Saldanha, 

New Delhi. . . . . . . . . . . .196. . 
Please refer to your D.O. F. No. 55/70/67-Cus. JV, datcd 7-10-68 

forwarding furthcr information rcquired by the Public Accounts Committee 
on the points arising out of thc Government's REPLIES in respect of 
para 2.57 of the 2nd Report of the Public Accounts Committee. 

In reply to point (iii) of serial No. 13 it has been mentioned that the 
recovcry of demands in the cascs covered by the audit para had become 
time-barred under Section 39 of the Sea Customs Act, 1878 and that time 
limit has been extended to five years in respect of these cascs under thc 
new Act (Customs Act, 1962-proviso thc Section 28(1) ( ib id) .  

It  would, however, appear from the note of the Ministry of Lau.  D:- 
partment d Lcgal Affair\, Bombay that the cases of fraud of thc t~p :  
which occurred in Bombay Cwtom House were not affected by tiin-.-bar 
under the Sea Customs Act, 1878, as they were not cases or  short Ic\\ or 
non-levy, the fraud having seen committed aftcr the assessing oficcr had 
lcvicd tho proper duty on the good5 importcd. The M i n h t ~  havc obwvsd 
in the note as follows : 

"The qucstion, thcreforc, ariws, whcther this is a case of non-levv 
or short-levy of dutv. On the tacts disclosed it appears that 
the instant case is a caw of short-payment of duty and the 
duty M X  not short-lcvicd although it may in effect be that 
casc. 

In audit'\ view the opinion c x p r c s d  by Bombay Branch of the Law 
Ministry is not verv clear whcthcr the casc i5 one of short levy or  not and 
whether the proviso to Section 28( 1 )  could bc brought in to rope in soch 
cases. 

The Ministrv may, thcrcforc, kindly get thc po4ition re-examined by 
the Ministry of L7w. if neccswy. before sending a final reply to tbe Public 
Account$ Committec. 

Yours >inccrclj, 
Sd. 

Shri A. C. Saldanha, 
Under Secretary. 
Govcrnmcnt of India, 
Ministry of Finance, 
Department of Rcvcnuc & Insur;~nce, 
NEW DELHI 
No. 495 I-Rcv.A 788-68,  datcd 

Copy to Shri K. St'\hadri, Untlcr Sccrctary, I-nk Sabha Stcrctarbt. 
Parliament Hnu4c for information uith rcfcrcncc to L.S.S. letter Xo. 2 !  

Sd. 



1/53/67-PAC, dated 6-11-68. As regards the time limit of five years 
mentioned in the proviso to Section 28(1) of the Custom Act, 1962 it 
would appear from the draft reply of the Ministry under referencs that 
the adequacy of time limit was examined by the Selcct Committee to which 
the Customs Bill. 1962 was referred and the limit was fixed on the basis 
of the Selcct Committee's recommendations. 

Recommendations 

The Committee feel that it is a most anomalous position that the goods 
lost after landing at a port are not liable to duty. The Customs Law docs 
not provide for recovery of duty from the Port Trusts: from whose custody 
the goods are lost. The responsibility of the Port Trusts extends to that 
of a bailce for a period of seven davs after the gaods are landed at the 
part. As a bailce the Port Trusts werc expected to takc reasonable car, 
and caution over the safe custody of property. The Port Trusts charge 
demurrage on thc goods, delivery of which is not taken within seven days. 
The amount of the demurrage charged was Rs. 3 to 4 crores in 1964.65 
and nearly Rs. 5 crores in 1965-66 in Bombay Port alone. In these cir- 
cumstances, the Cornmittec are of the view that the Port Trusts cannot be 
completely absolved of the responsibility for the loss of goods hcld up bv 
them, and it is reasonable that the Port Tnist is held responsible at least 
r>artly for the loss of customs duty on packages pilfered from their (Port 
Trusts) custody. The Committee feel that this aspcct needs further look- 
ing into c~pccially in view of the fact that the vnluc of missing stores ha\ 
cone up in recent wars. Moreover when the loss of goods after landiny 
is assumed to be due to their being directed surreptitiously the Committec 
think that the entire position necds to be reviewed. Pnlesq something 
drastic iq done. thc Committee arc afraid imported ~ o o d s  will continue to 
be pilfercd and surreptitiously rcmovcd and the public exchcquer would bc 
put to loss. 

Thc Committw arc sorry to note that the authorities do not possess a 
complete rccord of goods lost and their value. There is no svstem of 
keepinq such a rccord and for that purpose the figures supplied by the police 
nuthoritics alone can be rclied upon. The Committee feel that a proper 
account of goods received and lost during and after the seven days period 
qhould bc maintained bv the Port Trusts and also by Customs authorities. 

?he Committee also fccl that there iq need to devise measures by which 
the Ports do not become warehouses for the importers, till they are able 
to fmd suitable accommodation outGdc. Suc11 a tendency on the part of 
importers should bc effectivelv discoura.ecd. 

Thc Committw were informed during the evidence that an expert study 
team had becn appointed to look into the matter from all aspects. The 
Cnmmittcc would like to bc informed of the findinprs of the expcrt study 
team and the action takcn. 

:S. No. 1 5  (Pwn 2.83 lo 2.86) of A p p .  VIII of 2nd Report 1967-681 

Action takcn 

Thc problcm of pilfcrapc of goods from the docks has been engaging 
thc attention of thc Customs Dcpartmcnt and thc Port Trust Authorities 



for some time past. The Customs Study Team, which has looked into the 
matter from all aspects, in their Report have held that- 

"the public revenues should not suffer for unsatisfactory security 
arrangements in the port. We further think that agency which 
has custody of goods and which alone is responsible for their 
security should itself have a stake in the matter and not be 
immune from the consequences of a failure to  ensure their 
safety. We, therefore, recommend that the Port administration 
should accept liability for payment of duty on goods landed in 
its custody and pilfered or lost therefrom." 

The Empowered Committee has considered the above recommendation of 
the Customs Study Team and taken the following decision thereon : 

"The Transport Ministry and the Department of Revenue should 
in consultation with the Ministry of Law, examine the cxisting 
procedurc~ with a view to rationalising the 'prescribed period' 
for which Ports should accept responsibility for custody, and 
also take a decision as to the Port's accepting liability to duty 
during that period. In respect of pilferages taking place be- 
yond this 'prescribed period' the liability to duty cannot be 
put on the port organisation and if the customs feel that 
somebody should be liable, amendment of the present law 
making the importer liablc, might be considered." 

An extract of the relevant portion of the Customs Study Team's Report 
dongwith a copy of thc dechion taken thereon by the Empowered Com- 
mittee and the relcvant extracts from t k  Second Report of Public Accounts 
Committec rc1atin.g t o  pilferages and loss of goods after landing at the Ports 
have bccn fo~\\ardcJ to thc Ministry of Transport for taking implemental 
action thcrcon. 

3. The recommendations of the Public Accounts Committee contained 
in para 2.84 of their rcport has been noted for compliance and suitable 
instructions to the Custom Houses have issued. 

4. As rcprds implenlcntal action required to be taken by the Ministry 
of Transport & Shipping on the recornmcndations contained in paras 2.84 
& 2.85, a reply is under issue from that Ministry. 
F. NO. 55 /73/67-Cus.lV 

Further Information 
Plcaw intimate the action taken by Government on the proposal of 

thc Empowered Committee to rationalise the period for which 
Port Trusts should accept responsibility for custody of goods 
and liability for duty arising therefrom, in the event of pilfe- 
rage. 

It is understood from the Ministry OF Transport and Shipping that in 
view of the importance of thc issues involved in the proposals of the Em- 
powered Committec to rationalize the period for which Port Trusts should 
accept responsibility for custody of goods and liability for dulv arising 
therefrom, that Ministrv have referred the issues to the Commission on 
Major Ports which has been sct up by Governmcnt to look into all aspects 
of the working of the maior ports. 
IF. No. 55/73/67-Cus.ZVl 



Recommendation 
The Committee fcel that it is a most anamalous position that the goods 

lost aftcr landing at a Port are not liablc to duty. The Customs Law does 
not provide for the rccovery of duty from the Port Trusts from whose 
custody the goods are lost. The responsibility of the Port Trusts extends 
to that of a bailee for a period of seven days after thc goods arc landed 
at the port. As a bailee the Port Trusts were expected to take reasonable 
care and caution over the safe custody of property. Thc Port Trusts charge 
demurrage on the goods, delivery of which is not takcn within 
scven dals. The amount of thc demurrap charged was RE. 3 
to RQ. 4 crores in 1964-65 and nearly Rs. 5 crorcs in 1965-60 in 
Bombay Port alone. In thcsc circumztanccs, the Committee 
are of the view that the Port Trust\ cannot bc completely absolved of 
the responsibility f o ~  the loss of good\ held by tlicm, and it is reasonable 
that the Port Trust is held responsible at least partly for the loss of custom 
duty on package pilfered from their (Port Trusts) custody. Thc Conlmittec 
feel that th14 ;~spcct needs further looking into especially in \ ~ e w  of tlic 
l ~ t  that the \aluc. of missing store\ has :one up in rcccnt ycnrs. Morcover, 
\\hen the lo\\ of goods aftcr landing I \  assumcd to bc due to their being 
dl\crted su~reptit~ously. the Committee think that the entire position needs 
to h~ revicncd. Unless sonicthing drastic is done, the Committee arc afraid 
lmprted goods will continue to bc pilfered and surreptitiously removed and 
the public exchequer would be put to loss. 

The Committee are sorry to note that thc authorities do not possess a 
complete record of goods lost and their value. There is no system of keep- 
ing such record and for that purposc the figures supplied by the police 
authoritic\ alone can be relied upon. Thc Committce fcels that a proper 
account of o o d s  rxeived and lost during and after the seven days period 
should be maintaincd bj  the Port Tru\ts and also b!. Customi authori- 
tie5. 

The Comlnittcc : i l w  fed that thcrc is nccd to devise nicasuscs by which 
the Ports do not become warehouses for the importer\, till they are able 
to find witablc accomniodation outsidc. Such a tendency on the part of 
Importer\ should bc cffectivel~ diwouraged 

Thc Committc \\ere informed durin;: cvidcncc that ;In c-rpert studq te:1111 
had k e n  appointed to look i n t o  the matter from all n%pcct\. Thc Coninlittee 
nould likc to be informed of thc findinp. o f  thc cxpcrt study tciw and 
the action taken. 

ISr. KO. 15 Para, 2.83 to 2.66 o f  .2pp. Vlll 01 2nd Kcpo~t (1967-65). 

Action taken 
-4t preicnt the diffcrcnt Port Trrr<t\ Act4 or thc Rcqulntions framed 

thereunder provide for 5pccified number of  day\ after thc land in^: of goods 
bejond which the port authorities shall not be in any way responsible for the 
loic, clestruction or deterioration of o r  damarc to @nod\ of which they have 
takcn charge. Thk period varies at diffcrcnt major port< and is nc 
under :- 

Bombaj 7 d,q\ 
Calcutta 5 d'1y4 
b l a h \  30 dapz 



Vishakhapatnam 
Cochin 
Kandla 
Mor~nu~ao  
Paradip 

5 days 
4- 
4 days 
5 days 
5 days 

During the above pcriod, thc responsibility of a port authority for the 
loss, destruction or deterioration of p o d s  of which is has taken charge, 
s h d L  

( i )  in the case of goods rcccived for carriage by railways, be got-- 
crncd by thc Indian Railways Act, 1890, and 

(ii) in othcr ca\ss bc that of a bailcc under sections 151, 152 and 
161 of the Indian Contract Act. 1872, omitting the words "in 
the absencc of any special contract" in section 152 of tbat 
Act. 

2. Thc I C p l  position, thereforc, is that whilc the port authorities do 
not have any responsibility for pilfcrages etc. after the expiry of the days 
mentioned above, cven during the said days their responsibility is only that 
of a bailee i.c. they arc rcquircd to take as much care of the goods placed 
in their custody as a man of ordinary prudence would trtke of his own 
property. 

3. Section 48 of the Custonls Act, 1962 provides for the disposal of 
imported goods by the Custodian thereof, when such p o d s  are not cleared 
within two months from the date of unloading thereof or such further time 
as the proper officer may allow. In practice, extension of time beyond 
two months i\ liberally allowcd whenever the circumstances so warrant. So 
far as the inlporters are concerned, there is thus no time limit set for their 
obtaining clearance of the imported goods from Customs. However, the 
port authorities cannot be expected to accept responsibility for the safe cus- 
tody of goods for an indefinite period, because, apart from othcr practical 
difficulties, this would defeat the objective to which a reference has been 
made in para 2.85 of the Committee's Report. If the importers know 
that they can hold the port authorities responsible for their goods till clear- 
ance, they will bc encouraged to treat the port premises as warehouses. 
'fie risk of pilferage would a h  increase with prolong& storage. The pos- 
sibility of an importer conniving in the surreptitious removal cannot also 
be ruled out if  he knows that he would be able to claim the 'loss' from the 
p r t .  The prcscription of a time limit is, thereforc, absolutely inescapable 
and serves a\ one of the means by which congestion in thc ports is reduced 
and the port4 arc not allowcd to hc used as warehouses. 

4. Apart from the abovc. the rates of de~nurrage have also been steepl) 
increased to mnbe it un-economical for the importers to use the port pre- 
mises as warehourcs for prolonged periods. These rates are kept under 
rcview from time to time if thcrc is any indication of the misuse of the 
port warehouses. Even then, the rccommendation nude in para 2.85 of 
the Committee's rcport h 3 ~  bccn brought to thc notice of a11 major port 
authorities for appropriate action. 

5. The rates of demurrage have not been fixed for the sake of earning 
nwre revenue but as a disincentive to delay in clearance. For the reasons 
already explained In the proceeding paragraphs, the fact of the port recover- 



ing demurrage charges cannot be linked with their responsibility for pil- 
ferage etc. The ports cannot, therefore, be made responsible for any loss, 
including loss of customs duty, beyond the days mentioned in paragraph 1 
above. In case the responsibility for the loss of customs duty is to be 
fixed in such cases on the importers, the Finance Ministry may consider 
amending the Customs Act, 1962 to provide for this. 

6. One of the recomnlendations made by the Customs Study Team set 
up by the Ministry of Finance was as follows :- 

"Port Administration should accept liability for payment of duty on 
goods landed in its custody and pilferred or lost therefrom". 

This recommendation was considered by the Empowered Conmittee set up 
by the Ministry of Finmce to take decisions on the Study Team's recom- 
mendations. The Committee decided as under :,- 

"The Transport Ministry and the Department of Revenue should in 
consultation with the Ministry of Law, examine the existing proce- 
dures with a view to rationalising the "prescribed period" for which 
ports should accept responsibility for custody and also take a deci- 
sion as to the ports' accepting liability to duty during that period. In 
respect of pilferages taking place beyond this prescribed period the 
liability to duty cannot be put on the port organisation and if the 
Customs feel that someone should be liable, amendment of the pre- 
sent law making importer liable might be considered". 

As the issues raised are important this question has been referred to the 
Major Ports Commission which has been set up by Government to look 
into all aspects of the working of the major ports. (A copy of Government 
Resolution setting up the Commission is attached). 

7. As regards a proper account being kept of goods received and lost 
during and after the liability period, the port authorities have informed 
Government that they can furnish information only in respect of such losses 
for which either claims are lodged with them or where the cases are reported 
to the police. In cases in which neither of this is done, the port authorities 
have no means to know about the losses. Information regarding the cases 
in which claims are lodged or reports are made to the police is avail- 
able. 

This note has been seen and vetted by Audit. 

(Z. S. Zhala) 

Joint Secretary to the Covi. of India. 

(Ministry of Transport & Shipping) 



(Ta BE PUBLISHED IN PART I. SECTION 1 OF THE GAZET'I'E! OF 
INDIA 

GOVERNMENT OF ~ D I A  

MINISTRY OF TRANSPORT AND SHIPPING 
New Delhi, the 14th February, 1968. 

No. 19-PG( 101) 168.-The ~ o v e r k e n t  of India have decide to  set up 
a Commission on Major Ports consisting of the following : 

C h a i r m  
Shri R. Venkataraman. 

Members 
Shri N. Dandekar, M.P. 
Shri M. P. Bhargava, M.P. 
Shri M. N. Naghnoor, M.P. 
Shri S. R. Kulkarni. 
Shri B. B. Ghosh. 
Prof. V. V. Ramanadhan~. 
A representative of the Ministry of Finance. 

2. The terms of reference of the Commission will be as follows :- 
To examine the methods of working of major ports with a view 
to improve their operational efficiency. 
To consider broadly their development programmes in the con- 
text of present and future national needs with special reference 
to the changing shipping and port technology. 
To examine specifically the following aspects of port work- 
ing- 
(a ) Management, 
(b) Financing, and 
(c) Personnel. 
To consider in the light of the above, the capacity of the ports 
to enhance the current rate of ex-path payment. 
To review the arrangements that exist for coordination amon? 
the difierent ports. 
To make recornmcndations on the above and other ancillary 
matters. 

, Comniission will have a full time Secretary of the rank of a 
Deputy Secretary to the Government of India. 

4. The Con~mission will be assisted by special consultants to be appoint- 
ed in specific fields wherever necessary. 

5.  The Commission will submit its report within a period of six months. 
6. The Commission will devise its own procedures. It may call for 

such information and take such evidence as it may consider necessary. The 



Ministries/Departments of the Government of India will furnish such inford 
mation and render such assistance as may be required by the Commis- 
sion. 

Sd. 
Secretary lo the Government Of India. 

ORDER 
Ordered that the Resolution be published in the Gazette of India, Part I. 

Section 1. 
Ordered also that a copy of the Resolution bc communicated t o  all 

Ministries/Departments of the Government of India, Maritime State Govern- 
ments/Administrations of Union Territories and all other concerned. 

Sd. 
Secretary to thr Government of India. 

The Manager. 
Government of India Prcss, 
Faridabad (Haryana) 

Recommendation 
The Con~mittee note that the Board proposed to take powers to review 

tlic orders of the Collector passed in appeal. The Committee also suggest 
that the question regarding referring appeals in cases involving amounts 
above a certain limit to an independent authority other than the Collector 
should also be seriously considered. This would create more confidence in 
the appellate authority, as under the present system the Collectorc who hear 
the appeals are also the administrative heads of the Colleetorates. 
[S. No. 20 para 3.30 of Appendix VIIl of 2nd 'Report (Fourlh Lok Sabha)l 

Action taken 
A comprehensive revision of the Central Excise law has bccn undertaken 

and in the draft Central Excises Bill suitablc provision has been made for 
review of orders passed by Central Excise Officers on the lines contained 
in sections 130 and 131 of the Customs Act, 1962. For orders not being 
ordcrs passed-in-appeal, the Board will be the reviewing authority and for 
orders passed-in-appeal by the Collectors mt /  thc Board, the Central Gov- 
ernment will be the reviewing authority. 

2. As regards the suggestion to refer appcals in cases involving amounts 
:~bove a certain limit to an independent authority other than the Collector, 
it may be recalled that in their 44th Report-Third I a k  Sabha (Para 3.70, 
S. No. 37 of Appendix XXl), the Committee had desired that the question 
o f  separating the executive and judicial functions of the Collectors should 
bc seriously cxamined and had pointed out that such a separation of func- 
tions has already been done in the Income-tax and Customs Departments. 
It  x u  stated in the Ministry's reply (copy nnncxed), that similar su es- 
lions had bccn considerul by Government in the past but had not %en 
found feasiblc and that the matter could bc considered afresh when the new 
Central Excises Rill was taken up for discussion by Parliament. Recently. 
the Committee dcsired certain additional information. Thcy also desired 
the Ministry to indicate reasons as to why it was not feasible to se arate the 
cxccutive and judicial functions of the Collector. A copy of' the !hmstryh 
reply is annexed: it explains the Governments present approach on the 



question of referring appcals to an independent authority other than the (31- 
lector. 

(File No. 36/36/67-CXI) 

Further Information 
Please indicate reasons why it is not feasible to separate thc executive 

and judicial functions of the Collector. It may also be stated whether the 
new Central Excise Bill has been drafted. Tf it has been drafted whether 
the recommendations of the Committee have been kept in view or not. 

1L.S.S. O.M. No. 211 /56/66-PAC, dated 2-9-611 

Reply 
At the outset it may be stated that even under the existing practice, ?p 

peals do not have to go to the very same person who passed the executive 
orders in thc same casc. Attention in this connection is invited to the 
provisions in rule 21 3 of the Central Excise Rules, 1944 (copy annexed). 

2. The qucstion of sctting up an appellate tribunal as in Income-tax 
was considered more than once in the past. It was felt that a purely judicial 
authority likc the Income-tax tribunal might place undue emphasis on 
technical requirements which might bc difficult of accomplishment. I t  would 
lead to delays in the settlement of disputes, cncouragc litigation in regard 
to ,classification of goods for duty purposes and ultimately hamper clear- 
ance of roods. Thc existing s3stcm was cheap and fairly quick and the 
volun~e of work was not likely to be sufficient to justify setting up of 
whole-time nppcllate tribunals. The analogy of income-tax is not applic- 
able to customs or Central Excise appeals; income-tax is assessed with 
rofercncc to thc 'previous year' while custom5 or excise duties are assessed 
lxfore the goods arc  bout to pass into consumption. 

3. In this connection, the proposal for constituting Appellate Collectors 
;IS in Customs was also conyidered. In Customs. such Appealate Collectors 
.;t,utcd functioning only in April 1963. They hear appeals against decisions 
o f  a11 ofliccrs other than those of the Collector of Customs. The appeals 
against the tlccisions of thc Collector of Customs still lie to thc Board. 
No chnn~c w a c  made in thc procedure for dealing with revision applica- 
tions. Hotwvcr, the cxpcrimcnt with Appellate Collectors was new and 
i t <  working w:; to bc watched for sometime before any firm conclusion 
could be tlrawn. In view of this, the draft Central Excises Bill contains 
provisions only to continue the existing procedure under the Central Excises 
and Salt Act, 1944 and the rules made thereunder. 

4. Kecentlp. the Customs Study Team has exanlined the working of the 
Appcllatc Collectors and have rccomrncnded as follows- 

" 0 2 .  Xppcllatc machincry somewhat on tile lines of income-tax a p  
pt.IIatc trihunuls should bc set up. They may deal with rcvision appli- 
cations i~sninst the orders of thc appellate Collectors as also against the 
ortlcrs of thc Collectors. (7.14) 

93. I n  caw of delay in setting up of such machinery, at least the 
nppcll;~tc and revisionary function5 should be separated from the exe- 
cutive ;tnd administrative functions by suitable arrangements at the 
Board's and Governmcnt's levd. (7.15)". 



The above recommendations are still under consideration and it will take 
some time before Government's dccision thereon is available. I t  is also 
understood that the Administrative Reforms Commission are looking into 
this very qucstion. The Board has, therefore, kcpt the question open for 
the time bcing. 

5. The draft Central Excises Bill is still under scrutiny in consultation 
with the Ministry of Law, in the light of the comments and suggestions 
received from the Collectors of Central Excise, Director of .hspcction, Cus- 
toms and Central Excise and the concerned Ministries. 

Copy of Rule 213 of Central Excise Rules, 1944 
213. Appeals.-An appeal against an order or decision of an officer 

shall lie- 
( i )  if the appeal is against an order or decision of a Superinten- 

dent- 
(a) Where there are Deputy Collectors, to the Deputy Collw- 

tor to whom such Superintendent is subordinate; and 
( b )  Wher: there are no Deputy Collectors, to the Collector 

or Deputy Collcctor incharge of a Collectorate; 
( i i )  if the appeal is against the order or decision of an Assistant 

Collector- 
(a) to the Collector to whom such Assistant Collcctor is sub- 

ordinate; and 
(b)  Where there i q  no Collector. to the Deputy Collector-in- 

Chargc of thc Collectoratc; 
(iii) if the appeal is against the ordcr or a decision of a Deputy 

Collector- 
( a )  to the Collector to whom such Deputy Collector is subor- 

dinate; and 
( b )  where there is no Collcctor, to the Central Board of Reve- 

nue; 
(iv) if the a p p d  is against an original order or decision of a Col- 

lector or Deputy Collector-in-Charge of a Collectorate, to the 
Central Board of Revenue : 

Providcd that if, betwccn the date of the order or dccision appealed 
against and the date of the hearing of the appeal, the officcr who passed 
rhc ordcr or decision is appointed as Deputy Collector or Deputy Collector- 
in-Charge of a Collectorate or Collector, to whom the appeal lies under 
the foregoing provisions, the appeal shall be heard- 

(a)  if such officer i \  appointed as Deputy Collector, by the Col- 
lector; 

( b )  if such officer is appointed as Deputy Collector-in-Charge of a 
Collectorntc or Collcctor, by the Central Board of Revenue. 

Recommendation 
The Committee would desire that the question of separating the emu-  

tivc and judicial functions of thc Collectors should be seriously examined, 



so that the parties do not have to go in appeal to the very same persons 
who have already passed executive orders in the same case. The Cornmitee 
would like to observe herc that both in the Income-tax and Customs Depart- 
ment, Appellate Authorities have been separated from the executive. They 
would, therefore, suggest that Government should consider the question of 
extending the same principle to the Excise Department also. 

[S. No. 37 (pma 3.70) Appendix XXZ to Forty Fourth Report 1965-661 

Action taken 
Similar suggestions have been considered by Government earlier but 

have not been found feasible. Attention in this connection is invited to the 
reply (copy annexed) made in Lok Sabha to unstarred question No. 808 
dated 24th February 1966. The matter could be considered afresh when 
the new Central Excise Bill, (to replace the existing enactments) is taken 
up for consideration by Parliament. 

(F. No. 36/10> '66-CXI j 
(ii) SEVENTH REPORT (FOURTH LOK SABH) 

Recommendation 
The Committee regret to note that the Ministry of Finance have taken 

a considerably long time in scrutinizinp, the provisions of the Bill. They 
hope that the Bill in question will now be drafted in consultation with the 
Ministry of Law without any further delay and brought before Parliament 
as early as possible. 
CS. No. 3 of Appendix V-Para No. 2.3 of 7th Report (4th Lok Sabha)] 

Action taken 
The Committee's observations have becn noted. Delav in introducing the 

Central Exciscs Bill in the Parliament has been caused because of comprc- 
hensivc nature of the legislation and a very la-c number of comments and 
suaestions rcccivcd from the Collectors of Central Excise on the draft Bill 
which arc under examination in consultation ivith the Ministry of Law. Thi, 
Ministrv cxpcct4 to introducc the Bill in thc next Session. 

( F .  A'@. 36'43/67-CX.1) 

Recommendation 
The Committee would like to reiterate the observations contained in 

para 3.70 of their 44th Report. Thcy dc\irc that the question of setting up 
sqarate authorities For r l lc cxcrci\c of judicial 'and e x ~ ~ u t i v e  functions in 
the Departmcnt of Central Exeisc should Iw examined seriouslv in all its 
aspects and an earlv decision takcn. 
[S. No. 4 of Appendix V-Para No. 2.8 of 7th Report (4th Lok Sablra)] 

Action taken 
Thc Committee's ohscrvations have becn noted. The matter would be 

given full consideration in the light of tho decision on the Report of thc 
Customs Studv Team and on receipt of the recommendations of the Ad- 
ministrative Reforms Commission in this behalf. This Ministry would also 
like to profit by the views of the Parliament as expressed in the Joint Select 



Committee and the two Houses during discussion on the Central Excises Bill 
which is likely to be introduced in the Parliament during tho next Session, 

( F .  No, 36/43/67-CX.1) 

Recommendation 
The Committee need hardly stress that Government should complete 

their investigations early and tahen every care to ensure that thc taxes due 
on the dividend received by beneficiaries are collected. 

The Committee would also like to stress that the review of other c m -  
panics in thc Group shoold be completed early so as to ensure that large 
amounts of dividends declared have been accountcd for by the share-holders 
in their income-tax returns and that taxes due on them have not been 
evaded. 

The Committee would like Government to ensure that in~tructions 
issucd under the Central Board of Dirc'ct Taxcs lettcr No. 64/ 163, 66-1T 
(Inv), dated the 29th May, 1067 on the subjects of the failure to furnish 
returns. under section 286 of the Incomc-tax Act, 1961 and evasion of in- 
come-tax bv blank transfer of shares by companies of the same group arc 
strictly qiven effect to by the Income-tax Officers so that cases of such a 
nature do not recur. 
[S. No. 6 and Paras 2.21 to 2.23 of Appendix V to 7th Report, 4th Lok 

Snbltal 

Action taken 
Thc observations of the Committee in Paras 2.21 and 2.22 of their 

-Seventh Report 1967-68 have been noted by the Government. The Com- 
mittee will be informed of the final position. A copy of the instructions 
issued in  cornnliance with the directions of the Committee in para 2.23 of 
their report is enclosed. 

(Vetted by Arrrlit Vide DRA's D.O. No. 2623-Rev.A/408-68 rkitcd 
5-6-68) 

F.  No. 64/163/66-IT(Inv) .  

F. No. 64/ 163/66-IT(1nv) 
GOVERNMENT OF INDU 

CENTRAL BOARD OF DIRECT TAXES 
New Delhi, the 24th May I968 

From 

To 

Sir. 

The Secretary 
Central Board of Direct Taxes 

All Commissioners of Income-tax, 

S U B J E C T  : Prosecution under section 276 for not jurnislting in forma- 
tion under section 286 regarding shareholders io whocn 
dividends have been paid-Insauctions regarding. 

Plcaw I-cftr to thc Hoard's circular lcttcr of cvcn number, clatecl 29th 
3 lav .  1967. on  the abovc subjcct. 



2. The Public Accounts Committee has observed, as under, in its 
seventh Report (Fourth Lok Sabha) : 

"The Committee would like Government to ensure that the 
instructions issued under the Central Board of Direct Taxes 
letter No. 64/163/66-IT(1nv.) , dated the 29th May, 1967 
on the subiect of failure to furnish returns under section 286 
of the Income-tax Act 1961 and evasion of Income-tax by 
blank transfer of shares of companies of the same group are 
strictly given effect to by the Income-tax Officer so that c a w  
of such a nature do not recur." 

In paragraphs 3 of the Board's circular referred to above, it was directed 
that, by 31st August, each year, the Income-tax Officer should report to 
the Commissioner of Income-tax all cases of default with proposal for 
action under section 276/279. The Commissioners of Income-tax were 
~ e q ~ e ~ t e d  to apply their mind to these proposals and accord their sanction, 
wherever called for. The attention of all officers may once again be drawn 
to these instructions are adhered to. 

3. A report may also be sent to the Board by 15-6-68 indicating whether 
the registers in questions have been properly maintained and further that the 
proposals for prosecution have been carefu11y considered and sanction 
accurded, wherever neoessary. The number of prosecutions launched for 
faihire to furnish returns under section 286 may also be stated. 

Yours faithfully, 

sd. 
Secretary, Certtrd Board of Direct Taxes 



CHAPTER V 
RECoMMENDATI;oNS/OBSERVATIONS IN RESPECT OF WHICH 

GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

(i) SECOND REPORT (FOURTH LOK SABH) 

The Committee regret that in spite of their observations in the 21st 
Report and the 27th Report (Thiid Lok Sabha) no improvement is visible 
in the working of the Internal Audit Organisation. They hope that the 
question of re-organisation be given immediate consideration and ail neces- 
sary steps taken to improve the working of the Internal Audit Organisation. 
They would like to be informed of the'decision arrived at in this connection 
along with the progress made with their implementation. 

[S. No. 8 of App. VIII of 2nd Report (1967-68)] 

Action taLea 
A Study Team was set up in 1966 to go into the working of the Cus- 

toms Department. That Team had submitted its final rcport in July, 1967. 
The recommendations made bv the Study Team cover aspects relating to 
improvements in the working of the Internal Audit Department. In the 
light of the recommendations made by that Team, this matter is being re- 
examined and pursued. It is expected that decision of the Government on 
this will be reached soon. 

(Duly vetted by the Audit) 
F .  NO. 2/40/67-Ad.ZV. 

Recommendation 
A more serious feature of this case is that the manufacturer has retain- 

4 the dserential dutv amounting to Rs. 77,739 collected from the 
deders. The' Committee were informed that this was inherent in the system 
of provisional assessment of duty that the partv in order to safeguard itself 
might collect h i~her  dutv from the customers. If so, the committee con- 
sider it as a very unsatisfactory position which needs rectification. They 
desire that this aspect should be seriously considered so that pending the 
finalisation of the provisional assessment, the tax realised from the con- 
sumers is deposited with Government. 

(Serial No. 21-Appendix VIII-para No. 3.36 

Action taken 
The sumzestion made bv the Committee is being examined in consultation 

with the Ministry of Law. 
(F. No. 24/66/65) 

Recommendation 
The Committee take a serious view of the lapse of the officers in omit- 

 tin^ to add warranty. packing, forwardinp, and othef charges tp the assess- 
able value of refrigeration and air-conditioning machinery in th~s  case which 
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resulted in undw aseetsment of duty amounting to more than Rs. 4 laths. 
They would like to kmMK about the action taken against the officers con- 
cerned. 
W. No. 23-(3.50) Appendix VIII to the Second Report (Fourth Lok Snbha)] 

It was a case of s h o r t - a s s e s s ~ t  of duty due to omission to add 
warranty, packing, forwarding and publicity charges etc., which have now 
been taken into wnsideration for the revised assessment. The revised 
demand is for more than Rs. 17 lakhs and not merely for mare than 4 
lakhs). The partmy having gone up in appeal the wrrect amount can be 
determined only after the competent authority has taken a decision. The 
Collector, Dolhi Collectorate, has been asked to fix responsibility for under- 
assessment. It, will take some time before any action against the officers 
held responsible is taken. A further report will be submitted to the Com- 
mittee. 

Further MOnmafiOn 

(2) S. No. 23-Please intimate the latest position regarding the out- 
wme of the appeal filed by the party and the action taken to fix responsi- 
bility for under-assessment. 
[Lok Sabha Secretariat D.O. No.  15/4/67/PAC, dated the 19th September, 

19681 

Action taken 

The appeal has since bmn dccided by thc ColIccttir of Central Excise, 
Delhi, and has been partly allo\~ccl. The decisions taken by the Collecfor, 
in brief, are as follows :- 

The original wholesale prices declared and approved during 1961 to 
1966 have beem confirmed as correct. The later upward revision effected 
in these prices by the subordinate authorities in October, 1966, has been 
held to be incorrect. So far as the specific question of inclusion of publi- 
city, packing and warranty charges in the assessable value is concerned, 
tlic Collector has ordered that publicity and warranty charges should be 
added to original wholesale values for arriving at the assessable values. In 
regard to packing charges, the decision is that wooden packiag represents 
special packing and as such, its inclusion in the assessable value is not 
warranted in law. 

2. The Collector has also held that the original assessmenk were provi- 
sional and therefore, the question of the demands being time-barred does 
not arise. In  this view the demands as modified by the Collector will be 
enforceable. The Collector, who is the competent disciplinary authority 
considers that in view of the circumstances stated the question of discipli- 
nary action against the staff concerned docs not arise. A copy of Collec- 
tor's order-in-appeal is enclosed. 

[P. NO. 3 1/35/68-CX VIl]  



Finance (Department of Revenue and Insurance) 

The Committee note that in this case there were three distinct stages 
in application of the Lariff viz., 

(a) the introduction of the new d e h t i o n  of proprietary medicines 
from 24th April, 1962; 

(b) the clarificatm-y orders issued by the Board on 27th Decem- 
ber, 1962; and 

(c) Issue of orders by thc Board on 12th November, 1963 that 
revised levy should take effect from the date of comniunica- 
tion of the orders to the manufacturers and that the earlier 
demands should be withdrawn. 

The Committee find that instructions of Noveniber, 1963 that the re- 
vised levy should take edfect from the date of communication of oracrs to 
the manufacturers were issued because of the special circumstances of this 
case that mistakes had been made) by collectors in the past in c1as;ifying 
the various medicines and the orders of December, 1962, amounted to a 
change in the practice. It is, however, doubtful whethcr there is any legal 
authority to issue these instructions auliiorising the collectors to levy duty 
prospectively from the date of communicating the decision. According 
to the Ministry's own admission during cvidcnce, the dccision of the collec- 
tors "could have retrospective effect right from April, 1962 subject to the 
law of limitation." 

Another draw-back m the iustruct~on ot hoizmbci., 1963 kcas that tllc: 
lower officers could bendit a liccncec by delaying conlnlunication of the 
decision and the assessee could also lodge receiving the revised communi- 
cation, which would result in loss of duty. 

The Committee desire that, in ordcr to avoid such confusion in tile 
case of levy of a n:w excise duty the orders issued with the budget instruc- 
tions should in future bc more clear and specific and apply rctrospcctively. 
[S. No. 24 Paras 3.58-3.61 of 2nd Neyorf (4th Lok Sublra) Ayperrdix Vlll j  

Action taken 
The Public Accounts Committee's observations have been notcd and 

cvcry effort will be made to ensure that the budgct instructions are as clear 
and comprehensive as possible. 

2. So far as the apprehension cxprcsvxi by the Comniittee in para 
3.60 of their Second Report is conccrncd. rznicdial Iiitxsure has already 
been taken as may be seen fl-m this Ministry's letter F. No. 23/15/64- 
CXII, dated 15-4-1965 (copy enclosed). It ha4 k e n  madc clear in this 
letter, that a tarB rulings (which is nothing but an cxecutivc instruction 
expla~nlng what, in the Board's vlew, the interpretation of thc law or 
tariff is), if in favour of the Government ij to be given effect from the 
date of its issue a d  not from tile date of its communication to thc assessee. 
The date of i sue  being one clear and vcr~fiable fact, there would be uni- 
formity as to the date from which it should be elkctive. 

3. As stated in para 3.59 of the Committee's S a n d  Report, the legal 
pubition is quite clear. A tariff ruling, if in favour of the Government, 



could have retrospective effect subject to the law of limitation. But on 
grounds of equity it has. been .the Ministry's long standing practice to give 
prospective effect to tanff rul~ngs if they are in favour of the Govm- 
ment. It would cause avoidable hardship if the assessees are called upon 
to pay highcr duty in rcspcct of the goods already cleared and, in host  
cases, consumed, when there was an established practice to charge lower 
duty in accordance with the interpretation of the tarif£ then prevailing 
and latcr on it is discovered that tho said interpretation was not the 
correct, one. The question whether this long standing practice should be 
changed and stops should be taken to recover ths duty discovered to have 
Imn short levi~d on the issue of a taritf ruling in the same way as refunds 
are allowcd in respect of past clearances is separately under consideration 
of the Board. The Committee would bc informed of the final decision of 
thc Govemmcnt in the matter. 

(Approved by Joint Secretary) 
(F. NO. 36/48/65-CXI) 

COPY OF [M. I; (D.R.) F. NO. 23/18/64-CXI17 DATED 15-4-1965.] 
(Circular letter Misc. 5/65). 

Central Excise Tarifl Rulings-Date of eflect 
Reference Ministry's letter F. No. 3 1 /23/63-CXII, dated the 23rd 

October. 1963 in which it was desired that instructions contained in the 
Custom's Wing letter F. No. 25/12/62-Cus.111, dated the 4th March, 
1963 might be adopted m:t!ut is murandis in respect of tariff rulings issued 
on the Central Excise side. 

2. The Customs Wing lcttcr referred to abovs has since becn amendcd 
15itlc their letter F. No. 25/:,'64-Cus.111, datcd the 24th October, 1964, 
in the light of which, and further instructions that have been issued by 
that Wing. thc mattcr has been reviewed. I t  has been decided t.hat the 
diect of tariff rulings issued on the Ccntral Excke side is intcndcd ta bc 
as under :- 

( I  ) Where a tarilf ruling is in favour of thc party- 
( a )  benefit may be allowcd to the party if i t  ha4 movcd in 

thl: matter and its claim is live in any way at the time 
of the! tariff ruling, whether a\ a rcwlt of the duty having 
becn paid under prattxt, or a claim for rcfund hsving 
been put in, or an appcal or rcvkion application having 
been preferred; and 

(b) a $.to-mota rcfund may bc made to the party if Lhe party 
has not put in any claim for rcfund. providcd t h ~ t  the 
cause of this rcfund is discovercd within the statutory 
time-limit of thrce months from thc date of paymznt of 
duty; and 

( 2 )  Whcrc a tariff ruling is in favour of the Govcrnmcnt-it i.; to 
be given effect from the date of its issue; and 

( 3 )  Where assessment may have becn made but duty has not been 
paid on tho crucial date. highcr rate of duty as a result of 
tariff ruling become attracted. 

3. It is desired that steps may be taken for pranipt circulation of tririf€ 
rulings direct to the Range Officers as these have revenue implications. 
L67 LSS168-11 



The Committee rcgrct to notc the lapse on tho part of the field staff 
in not implementing thc order of the Collector regarding classification of 
glass tubings till Audit pointed out the mistake. They would like to know 
thc action taken against the field staff concerned. 

IS. N o .  27-Appendix VIII-Para No. 3.73 of Report1 

Action taken 
Disciplinary action against the departmental officers rcsponsible for 

the lapso has been initiatcd and is in progrevs. A further report will be 
scnt as soon as the action is finalised. 

(Vetted by m d i t )  
[F. NO. 221 17/67-CXVI] 

Recommendation 
The Conmiittee rcgrct to note the delay on thc part of the officer in 

drawing sanplcs of the yarn. Even after drawing the samples and getting 
the report of the Deputy Chief Chemist. no action was taken to charge the 
yam to duty. This resulted in a loss of revenue amounting to Rs. 2.71.122 
for the period from 1st March, 1961 to 22nd June, 1962. Tho Co111- 
~nittec would like to know thc action taken against the officcr conccmcd. 

LS. No. 32 of A p p .  VIII oj 22nd Report (1967-68)l  
Action taken 

The observations o l  the Conimittcc have bccn noted. 
The disciplinary action which is being takcn against the officcr con- 

cerned has not yet bccn fin;ilised. .4 further ccm~mmication would 
f d  Io\v. 

IF. N o .  1 /53/'65-CXII] 
Recommendation 

Thc Conimittec note that the total nunibcr of ofticcrs prosecuted in 
Court4 wa\ 1 1  out of u h ~ c h  3 caw\ rcwlted in acquittal-, and 2 wrre still 
pending 

The Comrnittcc hopc that thc ca\c\ which :ire pending will bc finali\~.d 
expeditiously. 

[S.  No. 40 A p p e d i x  VIII o/ 2nd Report (4th Lok Snhha)] 
Action taken 

The 1%) cases In question arc still pending in courts. Onc caw i~ 
pending in thc Court at Sitapur, while the otlicr in the Court at Hijnor. 

[I,'. NO. 36/'24/67 C X-IJ 
(ii) THIRD REPORT (FOURTH LM SARHA) 

Recommendat ion 
The Comm~ttec rcgrct to note that in ah many a\ 1 1  cascs thcrc wcrc 

under-mc\rments of t a x  for the assessment years 1956-57 and 1958-50 
to 1964-65 amounting to R\. 8.93 lakhs. They note, howcvcr, that in 9 
caw? a\ws\mcnt\ ha\c been rectified and in one casc a dcnland has yet 



eQ be raised and collccted. The under-assessment of tax amounting to 
Rs. 9,338 in another case has become time-barred. 

The Committee have been informed in a Note by the Ministry that 
'orders have been issued that a special review should be conducted in all 
the other charges with a view to check the correctness of the calculations 
of development rebate and appreciation allowance. The result of the 
revicw will be comniunicated to the Committec as early as possible." 

The Committee would liko to be informed of t.he result of the reviav 
and the action taken thereon., 
[S. No. 15 and pmas 1.108 to 1.1 10 of Appendix Vl l  to the Third Report, 

1967-68.1 

Action taken 
1.108. The Public Accounts Committee's re'marks have becn noted 

fo~r compliance. Except in one case where revision has become time- 
bar~cd (involving Rs. 9,338) in all the other cases, assessments have 
beer, rcctificd and the additional demand raised has been collected. 

I 109 6r 1.1 10. The result of t b  review of cases in the various ch-argeg 
(cxctpt the Commissioner of Inwmotax, Shillong and Bangalore) was 
commun~cated to the Public Accounts Committce vide Miistn; of 
Finance (Department of Revenue & Insurance) Notes F. No. 36/28/64 
IT(A1 J .  datcd 7-10-67 and 8-12-67. The result of the review relating 
to the chargcs of Shillong and Bangalore is being co~nmunicated to the 
C'onmuttcc scp~ratcly. 
I Vct:rd h y  Aridit vide A.0.s I ) . O .  No. 499 1 -Re\..-A '5@-67-I V, dated 

1 3- 1 1-68.] 

Recommendation 

( a )  Thc Conirnittee regret to note that, in spite of the fact that the 
attention ofYhc Ministry was drawn to the same type of irregularity on 
a previous occasion. a similar irregularity was noticed during test check 
cq asxwncnt of five companies involving underassessment of tax of 
Rs. 3.88 lakhs. The Committw suggest that immediate steps should be 
taken to revicw all the caws in the different charges so that mistakes, if 
any. could be found and action by way of rcctification taken before th: 
claim\ become tinie-barred. 
. ( h )  The Conmittec further desire that it should be investigated 
whcthcr or not in this case the rnistakc was tnula fide. 

'The Committee h o p  that with the strengthening of thc Internal Audit 
and the enlargement of its scope such mistakes would be avoided. 
1.Y. ,\'(I. 17 a d  p c ~ r m  1 . I  17 and 1.118 of  Appcwdi~  1 /11  to Third Report, 

1967-68.1 
1 Action taken 

1.1 17. (a)  As desired by thc PAC, instructions have been issued to 
all the Conlmissioners of Income-tax vide Board's lcttcr F. No. 36/12/65 
I q A I ) ,  datcd 1-5-1968, that a review should be undertaken of all the 
c a w  where additional depreciation was ~vron@v allowed in the assess- 



meut year 1959-60, and remedial action should be taken before the e- 
of the limitation period. A copy of the instructions issued is enclosed. , 

The ~ s u l t  of the review will be communicated to the Committ 
early as possible. 

(b) All the cases referred to in this para have been exanlined from tho 
viglance angle by the Coxnmissioners and it has been found that no 
t~akr j'ide was involved in any of the cases. 

1.1 18. The observations made by the Committee have been noted.' 
[Vetted by Audit vide C. & A.G.'s U.O. No. 3683-Rev.A/564-67 11," 

dated 23-8-68.] 
[F. No. 36/12/65-IT(Al)] 

GOVERNMENT OF INDU 
CENTRAL BOARD OF DIRECT TAXES 

New Dellzi, the 1st May, 1968 
From 

Shri N. Sriramamurty , 
Under Sccrctary. Central Board of Direct Taxes. 

To 
All Commissioners of Income-tax. 

Sir, 
SUB. :-Irregularities no;iced hy A14rli1-Unclefimses.srllrnt arising 

from computation of depreciation-Para 1 . 1  17 of P.A .Cr.  
Report, 1967-68. 

As you are aware, under thc provisions of the Income-tax. 1922, the 
special allowance by way of additional depreciation on plant and machinery 
installed after 1-4-1948, was admissible only upto the assessment y e s  
1958-59. Howevcr, certain cases were noticed w k r e  additional depreci- 
ation waq wrongly allowed in the assessment year 1959-60, involving 
substantial under-assessment of tax. The Public Accounts Commit& 
have suggested that a review should bc made of all such cases in the 
various charges so that mistakes, if any, are detected in time and action 
by way of rectification is taken before the limitation expires. 

2. The Board accordingly desirc that s t ep  should be'taken to under- 
taC: a review of all such cases. relating to the assessment year 1959-60. 
Nece-ry remedial action should also be taken before the expiry of thc 
limitation period. 

3. The recult of review may plcasc be communicated to the Board 
by 30-6-1968 in the following proforma: 

(i) Number of c a m  covered by the rcview. 
(ii) Number of cases where there has been a mistake in thb 

allowance of depreciation. 



(iii) Amount of tax involved. 
(iv) (a) No. of cases in which mistakes have since Amount of Amount of 

been Wified . . . . . . additional additional 
tax raised. tax r c c o v d  

(b) No. of cases in which mistakes noticed are Amount of 
under rectification. . . . . additional 

tax involved. 
4. The cases where action is likely to become time-barred by limitation 

should lx reviewed in the first instance. 
Yours faithfully, 

. 
Under Secretary, Central Board of Direct Taxes. 

The Committee suggest that the feasibility of imposing a restriction 
that the development rebate should not be transferred to the genera1 
reserve may be examined. 
[Serial No. 19 and Pqra 1 .I37 of Appendix VII to Third Report 1967-68 

(4th Lok Sabha)] 

Action taken 
The question of making an amendment in the Income-tax Act is 

under consideration of this Ministry. 
[Velred by Audit vide D.R.AJs. U.O. No. 4834-Rev. A/564-67 Vol. ZV, 

dated 4-1 1-68] 
[F. No. 36/12/65-IT(Audit) 11, dated the 14th November, 1968.1 

Recommendation 
1.138. The Committee may be apprised of the k a l  outcome oE the case. 

[Serial No. 19 and Para 1.38 of Appendix VII to the Third Report, 

I .  - 1967-68 (4th Lok Subha)] 

Action taken 
1.138. The Tribunal have not yet passcd any order in respect of the 

appeals filed before them against h Appellate Assistant Commissimer's 
order in this case. 
[Vetted by Audit vide D.R.A1s. U.O. No. 4834-Rev. A/564-67/Vol. IV, 

dated 4-1 1-68] 
-.- - [F. No, 36/ 12/65-IT(Audir), dated the 14th November, 19681 

Tb= Committee are unhappy to note that though the assessments 
were completed by different Income-tax Officers, the same kind of mistake 
was committed in all the cases. As the under-assessment of tax is consi- 
derable, due to this kind of mistake, the Committee suggest a review of 
all  cases frilling under the 'tax-holiday' scheme, so that the mistakes 
could be rectified before the cases bet-am time-barred. 

[S. Nos. 22 und pum. 1.153 of Appendix VII ro titc Third Report] 



Actbn taken 
1.153. Orden have been issued to all tbs Commissiaglers of Income- 

tax vide Board's letter F. No. 36/10/65-IT (Audit) dated 1-5-68 and 
8-7-68 (copies enclosed) that a review may be conducted of al l  such 
cases xlating to the assessment ygar 1964-65, 1965-66 and 1966-67 in 
their charges in which the benefit of 'tax-holiday' has been allowed. They 
have also been instructed that, in addition to the cases relating to tb 
abovementbned years, in the fo1;owing types of cases for earlier years 
also, =view should be made to see whether excess relief under section 
15-C/84 has been allowed and steps taken to rectify the mistake, if any :- 

(1) Assessments which have been set aside or have been re- 
opened under section 146; 

(2) Proceedings r eoped  under section l47(a) ; and 
(3) Cases pending before the AAC. 

The result of the review will be communicated to the Committee as 
early as possible. 
(Vetted by Audit vide C. rC A.G's. U.O. No. 3697-Rev. A/564-67 IV, 

dated 28-8-68) 
F.  NO. 36/10/65-IT(A1). 

F. NO. 36/10/65-IT(A1) 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIRECT' TAXES 
New DeUu', the 1st May, 1968 

From 
The Secretary, 
Central Board of Direct Taxa 

To 
All Cammissicwers af 18comctax. 

Sir, 
SUBJECT : ZrregularitieS noliced by the Aud i tPckme  a f  'tar-holiday'- 

Para 1.153 of PACs Report, 1967-68. 
In terms of Section 154784 exemption from income-tax is admissible 

on profits derived from a new industrial undertaking to a new industrial 
undertaking upto 6% of the capital employed thereon. The rules of com- 
putation of the capital employed provide that in the case of depreciable 
assets acquired by purchases prior to the computation period, their value 
for the purposes should be taken to be written down value of the assets, 
as per definition in the income-tax Act. The term 'written down value' 
has been defined as the actual cost of assets reduced by all depreciation 
actually allowed under the Act. It hag been no- by tho Revenue Audit 
Parties that in some cases the initial depreciation allowed in the year of 
installation on the assets acquired prim to 1-4-1956, ms not deducted while 
arriving at the 'Written down value' with the result that there was an 
under-assessment of tax. 



2. As the m&r-txwmmmt d tax on account d such mistakes is ccm- 
aidcrablo, the Public Accounts Comznittee have recommended that a rc- 
view may be made of all such cases relating to the Assessment Years 
1965-66 and 1966-67. It is, therefore requested that all such cases in 
your charge in which the benefit of 'tax holiday' has been allowed should 
be carefully revised and necessary steps may be taken to rectify the mistakes 
if any. 

3. The result of the review as well as steps taken in that connection may 
please be intimated to the Board by 30-6-1968 in the foUowing proforma : 

(i) Number of cases covered by the review. 
(ii) Number of cases where there has been mistake in the com- 

putation d capital for the purpose of all0wab.ce of 'tar holi- 
day' benefit, w account of initial depreciation not having been 
deducted. 

(iii) Amount of tax involved. 
(iv) (a) No. of c a w  in which mistaku noticod Amount of Amount of 

have since been rectified . . . Addl. tax tax 
I&. r e c o d  

(b) No. of casts in which rnistakcs noticcd Amount of addl. 
under rectification. . . .  truc involved. 

4. The recdficsltim should not be allowed to become timobaned by 
timitation in my case. 

Yours f a i W y ,  
Under Secreiary, 

Central Bomd of Duect Tares. 

F. No. 36/10/65-IT(A1)I 
GOVERNMENT OF INDIA 

CENTRAL BOARD OF DIREKT TAXES 
New Delhi, Ihr 8th July, 1968 

From 
Shri S. Bhattacharyya, 
Secretary, Central Board of Direct Taxes. 

To 
AU Commissioners of Income-tax. 

Sir, 
SUBJECT : Irregularities noticed by the Audif-Scheme of 'tar-holiday'- 

Para 1.153 of P.A.C.'s Report, 1 9 6 7 4 L .  

Please refer to Para 2 of the Board's letter of e m  number, dated 
1-5-68 on the s u w .  

2. TIE Board haw -dad that, in addition to the cases dating to the 
assessment years 1964-65, 1965-66 and 1966-67, in tbc foIlcwring types of 
cases for earlier wars also review should be made to stt whether ucess 



relief under section 15 (c)/84 has been allowed and steps takm to r ~ ~ t i f y  
the mistakes if any :- 

(1) Assessments which have been set aside or have bcea reopened 
u/s 146; 

(2) Proceedings reopened u/s 147(a) ; and 
( 3 )  Cases pending before the A.A.C. 

Yours faithfully, 
Secretary, 

Central Board of Direcf Taxes. 

Recommendation 
The Committee feel that, if the Board had taken prompt action on the 

audit o b j j o n  loss of revenue amounting to Rs. 56,704 could have been 
avoided. In these circumstances. thc Committee need hardly emphasise 
the necessity of prompt action by the Board on objections pointed out by 
the Audit. The Committee also suggest that a review should be conducted, 
in respect of cases involving lme amounts of dividend income, under the 
charge of all the Commissioners in order to ensure prompt and timely action 
in regard to the rectification of errors. 

[S. No. 25 anti ptrrcl 1 .I66 of Appendix VII to Third Report, 1967-681 
Action taken 

Instructions have been issued to all the Commissioners of Incometax 
[vide Board's letter F. No. 36/12/65-IT(AI)T1, dated 8-8-681 that a re- 
view should be conducted in their respective charges in respect of the 
cases with total income of over Rs. 1,00,000 assessed for the assessment 
upto 1960-61 d u r i n ~  the %nancial wars 1964-65, 65-66 and 66-67. 

12. The result of the review will be furnished to the Public Accounte 
Committee as early as possible. -- 

[Vetted by Audit vide DRA's D.O. No. 4452-Rev.A/564-67-11, 
dated 17- 10-681 

NEW DELHI, 

Mmch 1 1, 1969 

Phalgune 20, 1890 (Saka) 

M .  R.  MASANI, 

Chairman, 

Public Accounts Committee. 



. . . .  Recommendations in respect of which replies are awaited : 
2nd Report (Fourth Lok Sabha) 

S .  No. Pam of Rrporl 

Appendix VIII 
14 . . . . . . . . . .  . . .  2 -64 ' 
33 . . . . . .  . . ,  . 3 -105-3 -106 
41 . . . . . . . .  . 4 -1 

Third Report (Fourth Lok Sablaa) 
24 . . . . . 1.160--1 ~ 6 1  
28 . . . . 1 -185-1 -87 

- - - - - - -- - - 



Andy& of Goyt?rnmm's replies 
I. Recommendations/obsemations that have been accepted by Govern- 

mCslt : 
Second Report ( F m t h  Lok Sabha) 

(i) S. Nos. 1, 2, 3, 4, 5, 6 ,  7 ,  10, 12, 16, 17, 18, 19, 21, (3.35 
8 3.37), 23 (para 3.52). 25, 26, 28, 29, 30, 31, 34, 36, 38, 
39. 

Third Report (FowJh b k  Sabha) 
(3) S. Nos. 1 (paras 1.12, 1.24, 1.25, 1.26, 1.27). 2, 3. 4. 5.-6 

7, 8, 9, 10, 11, 12, 13, 16, 18, 20, 21, 23, 26, 27, 28 (1.184), 
29, 31, 33, 34, 35, 36, 37, 38, 39, 40, 41,42 (1.274&2.75), 
43 (para 1.281), 44, 45, 46, 47, 48, 49 (para 2.23), 50, 51, 
& 52. - 

S d  Report (Fourth Lok Sabha) 
(iii) S. Nos. 1 & 5. 

11. Rccommendations/obServations which the Committee do not desire 
to pursue in vkw of the replies of Government : 
Scmrad Report (Fourth Lok Sabha) 

(i) S. Nos. 11, 21(3.34), 22, 23(3.51), 35, 37. 
Third Report (Fourth Lok Sabha) 

(ii) S. Nos. 30, 43 (1.282), 49 (Para 2.24). 

III. ~ d a t i o n s / o b s e r v a t i o n s  replies to which has not been ac- 
cepted by the Cammitttt and which require reiteration : 
Second Report (Fourth Lak Sabha) 

( i )  S. Nos. 9, 13, 15, 20. 
S m h  Report (Fourth Lok Sabha) 

(ii) S. Nos. 3, 4 and 6. 
IV, RtcommtDdations/observations in respect of which Government 

have furaished inttrim replies. 
Second Report (Fourth Lok Sabhu) 

( i )  S. No. 8, 21 (3.36), 23 (Para 3.50), 24, 27, 32 and 40. 
Third Report (Fourth Lok Sabhu) 

(i i)  S .  Nos. 15, 17, 19, 22 and 25. 





Sr. Para No. MinistrylDeptt . concerned 
No. of the Report 

Recornmeadat ions 

5. 1-26 Ministry of E i  The Committee note that Government have yet not comc to a dsciiioa on the qtmstbm of 
DepamnentofRs~?rue& separating the executive and appellate functions in the Central Excise Dsprubnss+ Tbsy atso 
Insurance note that the mommendations of the Administrative Rdotms Conrmisaion in this nsprct are 

still awaited. The Committee would l i i e  Govenvnent to come to an early dbcisim on this 
question. 

Do. 

Do. 

8. 1 ~ 3 6  Do. 

Thc Committee understand that the proposed Central EKcise Bill was not intr~ducsd 
during July-August and November-Decunbcr d o a s  (1968) of Parliament. Tbey hop that 
the Ministry of Finance will take steps to introduce the Bill without further delay. 

The Committee note with wncern that the Incom~tax Department have not lyet 
succeeded in taxing the dividend income amounting to Rs. 26 -64 faWls which haa escaped 
aseessment since 1956-57. The Committee desire that early action should be tafrea by 
Goycnnnent to get the injunction granted by the wurt against reopening of the -t r 
under section 148 vacated. The: assessment of the registered shareholder may aiso be 2 
expedited. 

The Committee hope that the Central Board of Direct Taxes will keep a watch o w  the. 
progres~ made in assessing the important shareholders who had received div ided  of Rs. 
25,000 and above from the year 195657 onwards from the companies in the group. 

The Committee note that, in pursuance of the Board's iaptntctiona, prOSCCUtiOm ha* 
been launched under section 276 in two cares for failure to file returns regarding aharehow 
to whom dividends bad been distributed. The Committee would Like to cmphasise the nuxi for 
launching such prosecutions in all caw of default involving large amounts with a view to 
obviating m r r e n c e  of similar cases of dividend income escaping tax. 



SI. Name of Agent Agency SI. Name of Agent 
No. No. No. 

Agency 
No. 

DELHI 
24. Jam Book Agency,Connaught 

Place, New nelhi. 
25. Sat Narain & Sons, 3141, 

Mohd All Bazar, Mori Gate, 
Delhl. 

26. Atma Ran1 & Son5,Kashmere 
Gate,Delh~-6. 

27. J. M. Jaina & Brothel<, 
Morl Gatc, Dclhi. 

28. The C e n t ~ a l  N e w  Agency, 
23/90, Connaught Place, 
New Delhi. 

19. The Ilngltsh Book Store, 
7-L, Connaught Circus. 
Ncw Delh~.  

30. LL~k4i rn~  Book Storc, 42, 
Mun~ctpal M d ~ k e t ,  J ~ n p d t h ,  
New Dclhi. 

31. Bahree Brothers, 188 Laj- 
patrai Market, Delhi-6. 

32. h y a n a  Book Depot, Chap- 
~ a r w d l a  Kuan, Karol Ragh, 
New Dclh~.  

33. Oxford Book & Statloncry 
Company, Sclndla House, 
Conr~aught Place, hTew 
Delhl-I. 

34. Pcople's Publishing House, 76 
11 Rani Jhansi Road, New 

Delhi. 

3 35. The United Book Agency, 88 
48, Amrit Kaur Market, 
Pahar Ganj, Nclt Dclhi. 

36. Hind Book Hcruse, 82, 95 
Janpath, New Delhi. 

I 1  
37. Bookwrll, 4, Sant Karnckari 96 

15 Colony, Kingsway Camp, 
Delhi-9. 

20 hf ANJPUR 

38. Shri N. Chaoba Sfngh, 77 
23 Ncws Agent, Ramlal Paul 

High School Anncxe, 
Imphal. --- 

i 1 

66 
AGENTS IN FOREIGN 

COUNTRIES 

39. The Secretary, Establish- 59 
68 ment Department. The 

High Commission of India, 
India House, A l d ~ y c h ,  
LONDON. W.C.-2. 
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