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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised by 
the Committee, do present on their behalf this Seventy-Ninth Report on 
action taken by Government on the recommendations of the Public Ac-
counts Committee contained in their Twenty-Sixth Report (Seventh Lok 
Sabha) on Assessment of Foreign Technicians. 

2. In this Report, the Committee have again impressed upon the 
Government the need to formulate a policy for employment of foreign 
technicians keeping in view the growing technical skills within the country. 
The Committee have also desired that relevant provisions in respect of 
the tax concessions given to foreign technicians should be rationalised 
and simplified in the interest of proper administration. The Ministry of 
Finance must also take upon itself the responsibility of maintaining the 
detailed record of particulars of contracts of service of :foreign technicians 
so that all relevant information is available at one place. 

3. The Committee considered and adopted this report at their sittin& 
held on 3 March 1 982. Minutes of the sitting form Part II of the Report. 

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

5. The Committee place on record their appreciation of the assistance 
rendered to them in this matter by the Office of the Comptroller and 
Auditor General of India. 

NEW DELHI; 
March 5, 1982. 
Phalgun<J 14, 1903 (S). 

(v] 

SATISH AGARWAL, 
Chairman, 

Public Accounts Committel!. 



CHAPI'ER I 

REPORT 

1.1 This Report of the Committee deals with the action taken by 
Government on the recommendations and observations of the Committee 
~contained in their 26th Report (7th Lok Sabha) on the Ministry of Finance 
{Department of Revenue) -Assessment of Foreign Technicians. 

1.2 The Committee~s 26th Report was presented to Lok Sabha on 
18 December. 1980. The Action Taken notes on al1 the six recommenda-
tions/ observations contained in the Report have been received from 
Government and these have been categorised as follows: 

(i) Recommendations or observations that have been accepfed 
by Government: 

Sl. Nos. 2 and 5. 

( ii) Recommendations or observations which the Committee do 
not desire to pursue in the /if!ht of the replies received from 
Government: 

Nil 

(iii) Recommendations or obsenations replies to which have not 
been accepted by the Committee ami which require reiteration: 

Sl. Nos. I, 3. 4 and 6. 

(iv) Recomnwndatiom· (),. observations in respect ot which Got>• 
l,rnments hal'c furnished interim replies: 

NIL 

1.3 The Committee will now deal with the action taken by Government 
·nn some of recommendations observations. 

Collection of duta in regard to enzployment €>f Foreign Tt'chnicians · 

Sl. Nos. 1. J and 4. 

Para Nos. 1.24, 1.26 and 1.2i 

1.4 In Para 1.24 of the 26th Report. the Committee had observed: 
''The Committee arc surprised to note the statement that no set 

policy seems to have been laid down at any stage in respect 
of engagement of foreign technicians and in the absence of 
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any general policy, the question of- undertaking a review 
thereof did not arise. The Committoe ·~ail to understand how 
in the absence of a: pglic~. W-fn:~ulated .. in consultation with the 
administrative Ministries concerned, the relevant provisions 
giving tax concession~ , to certain foreign technicians could be' 
made in the Income-tax Act. ln fact, the relevant provisions, 

.and .in. partiClllar the defiuitiori of ~technicians.. w.crc amended 
in 1970 .. and again in 1979. lTaken to. its logical conchtsion, 

.. tbe.:~tatement .now. made to the. Committee. would .. seem:n . .:to 
~ . ~ ' . 

. suggest ~hat these amcndp1ents .w~e ,proposed, without formu-
lating a po1icy in the matter, much Jess conducting a review 
'.thereof. . 'Ille- .(i:;.ommittee suggest that -Gcwernment should 
find ~out. complete details connected with · empl~ymen-t · ' -of • 
,·foreign technicians. in ·India particularly vis-a-v;s the available 
Indian .·expertise and. :thereafter take appropriate·· action ·to 
formulate a policy about the employment of foreign techni-
cian~ and the tax concessions to be given to them. Such 
policy should be reviewed periodically keeping in view the 

development of technical skilJ~ in, the countny and other 
relevant factors, and in the fields where sufficient Indian talent 
is akeady available~ there will be a ·case for reviewing clauses 
~·(i), and (ii) of the Explanration to Section 10(6) (viia) of 
the Income-tax Act." 

1.5 In their Action Taken note dated 17 June, 1981 th_e Ministry of 
Finance have stated: 

\ . 

"The obser.vations of .the_ Committee, have been,.noted. All the 
Ministries are being apprised of the observations of the Public 
Accounts C..ommittce. They are being requested to examine 
the extent to which the concessions con tamed in section 10 ( 6) 
(viia) of .. the Income-tax Act, 1961 need.to be revised." 

1.6 The Committee had in paras 1.26 and 1.27 of the 26th Report 
further observed: 

, .. The COIY!Plittee stress that tpc administrative Ministries approving 
- the agreements must keep full and ~aborate records of the 

same and a copy of the agreement should invariably be sent 
,to. the Ministry .-of Finance as soon a~ such agreements are 
finalised. On the basis of information received _ from the 
various Ministries, the Finance Mi11istry shol!lld be made fully 
responsible for maintaining de wiled record. of· ~particulars of 
cont~cts of service of foreign tech"icians so that all the relevant 

information is available in one Ministry~ 
The Committee are also of the opinion that the relevant provisions 

, •, ,,J 
0 
~ r I > 1 ' • j 

in respect of the tax concessions given to foreign technicians 
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are r.ather conw),i~ated. ~ n~. rationalisation and iimplifica-
\iO~ for their proper administration." 

,, .. ' -
1.7 The Mmi~try in their Action Taken Note dated 17th June~ 1981 

have stated: 

"1bc Jecommendations/observations of the Committee have beea 
noted by the Ministry." 

Audit Comments 

. , ~.8 AJ.ldit have ~9fQ.~ , the following comments on Governmcnl"s 
.replies to the above paragraphs: 

I' ~~ 

"Para 1.24 : The dr(lft , r~phc. doe~. not clarity whether a policy 
exists or is still tQ be.~gnnplatec4t.nw'~desc.ribes .the exiAing 
policx, if any, Oij wlti,c}l ,tbe.pr<r~ent,Sectian lQ( 6) ~viia) stands 
enacted. In this_ conGec.t.ion, .. the .f AC toQched upon 1review 
of clauses ( i) and (ii) of Explanation below Section 10 ( 6) 
(viia). , Th~e !tWG· ~auses deal.with the specific fields where 
th,e toreign te.chinicians. are to have specialised knowledge and 
experieJice. ..P.~.C. d~if(Jd a rcv1ew in the c€lliteJit of deve-
~OJ?P,.\(fnt qf tf;\iliftiGf\l, , .skil~ in tlle country and btdia ta4ent 
ay~il,3ble in other fields. The draft reply is silent on this 
aspect. 

• I I • ., 

In the absence of such a policy. there have been cases of approvals 
being denied by Ministry to employment ,c;rf t,eclulicians or to 
such ·approvals being qualified by the words 'without anl\ tax 
r croncessions' much after the technician h~s be,en ell).I)Jo~J. 

The procedures and forms for approval presct:ibed ~4a~~ot 
demand tha~ it be made clear as to who will make. the PllYIJil,eDt 
of tlncome .. tax due without any concessions under ~tion 
10(6) (viia) 'vi:::.' whether the technician, Indian party or 
foreign employer, if any, and abo the quantum of tax payable. 
Such a situation also arises when the technician is held to be 
not a technician under Section 10(6) (viia) by the Ministry 
after he has been employed. Action taken to give such policy 
need ha"cd directives to Ministrie-, in regard to generation of 
data so that ~hey can be collected by D.I, ,(R.S.) and\ U$e•i 
by the Ministry (reference to para 1.26 which follows) have 
not been touched upon in reply. 

Para 1.26 : No comments except t)lat the notings in the Ministry's 
file No. 441jll81-FTD do not touch upo.n <;ontent of coHec-
tion analysis and .use of data to be collected for making policy 
decisions in the Ministry but on1y on the fact that information 
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is now proposed to be centralised with the DJ. (D.P.). If 
:'t copies of sanction~ giving exemptio~ under Sec

0 
don. ~.0(6)f 

· · (viia) are .proposed to be centnilised with .1. cop1es o 
··' 'Such sanctions may be endorsed-to Audit also." . 

1.9 The Committee regret the lackadaisical attit~e shown by the 
MiDiStry in regard to the question of collecting data of employment of 
:foreign teciMUcians to enable formulation of a policy for omployment of 

. such technicians keeping in view the growing technical skiDs ll!it!hi11 thei 
coUDtry. As pointed out b~ audit, in the absence of such a policy there 
have been cases of approvals being denied by the Ministry to t'flRPIOyDlE'IUt 
1}f technicians or to such proposals being qualified by the words 'without 
any tax concessions' much after the technicians bave been employed. It 
has been fnrt'her pomted out that the procedures and forms for approval 
.prescribed do not demand that it should be made clear as to who will make 
the payment of income-tax dues without any concessiDns under Section 
10(6) (vii:a) i.e. whether the technician or the Indian Party or the forei~ 
-employer, if any, would bear the tax liability and the quantum thereof. . . . 

1.10. The Committee had also pointed out that fhe relevant provision!'i 
.in respect of the tax concessions given to foreign technicians are rather 
complicated and need to be rationalised and simplified in the interest of 
proper administration. The reply furnished by the MiJ).istry does not spell 
.out the precise action taken by Government on this recommendation. Tbe 
.Committee would therefore like to be apprised of tbe results of the Coilfudy. 
if any. undertaken by the Mi~isfry in this regard. 

1.11. As recommended earlier. f\he Ministry of Finance must Rlso 
· ·fake upon itself the responsibiliQ' of maintaining the detailed record of 

particulars of contracts of service of foreign technician.~ so that all relevant 
information is available at one place and any ~viation from or violation1 

· of policy instructions/guidelines regarding fb(• employment of such tecooi-
dans can be easily detected. 

Coordination herween assessing o.fficer., 

(S/. No.6 Para No. 1.44) 

1.12 Referring to th~ lack of cc·:1rdination between the officers assess-
ing the employers and those assessing the employees, resulting in undue re-
lief to the employers. the Committee in para 1 .44 o'f the 2oth Report obser-
ved:' · -· ·~' 

'·The undue relid allowed to the employers in respect of salaries 
and emoluments paid to their employees beyond the limits 
contemplated in Section 40A(5) of the Income-tax Act are 



cuep.tially attributable to lack of coordination.. between the ofii· 
cera aasessing the employers and tho:: officers assessing the em~ 
.ployces. The quantum involved is substantial. The Com-
mittee should like to refer to their earlier Report ( 186th 
Report-5th Lok Sabha) where while dealing with Direct 
Taxes inter alia it is pointed out as under: 

"It would thus appear thaf, apart from the weakness of Internal 
Audit and the lack of pre-scrutiny of collaboration agree-
ments, there-- are other more basic factors responsible for in-
come escaping assessment. In the first place, there seems 
to be a chronic lack qf coordination (i) amcmg the assessing 
officers of the department itself, (ii) among the assessment 

records pertaining to different direct taxes, particularly 
income-tax and wealth tax, (iii) among the Income-tax De-

partment and the other tax collecting departments of the 
Central and State Governments and (iv) among the Central 
Board ef Direct Taxes and the administrative Ministries en-
tering into or approving foreign coJlaboration agreements." 

It appears that the weakness in the system persists as a result of 
lack of proper coordination between different assessing offi-
cers. This is a serious weakness in the set up of the Direct 
Taxes administration. The Committee should like to know 
as to what steps are being contemplated to evolve a foolproof 
method of the working of the department to ensure better co-
ordination between different officers assessing under different 
Direct Taxes. The Committee consider that the steps taken 
so far including the instructions issued on 12 September. 1978 
referred to earlier. cannot take care of the situation. The 
seriousness of that problems needs to be properly appreciated 
and requires appropriate steps to be expeditiously taken in the 
matter". 

1.13 In the Action Taken note dated 17 June, 1981. the Ministry of 
Finance have stated: 

"The ohservations of the Hon'ble Committee have been noted.'" 

1.14. The Ministry's reply ctoes not throw any light on the ste~ taken 
or contemplated by the Ministry in regard to the suggestion of the CoiR-
mittee that a foolproof system should be devised by the Ce.'!Jtral Board of 
Direct Taxes to ensur~ better coordination between diffen•nt officers assess-
ing under different direct taxes. As point~ om in the l"Brlier report. the 
undue relief aUowed to t~mployers in respect of salarie~ and emoluments 
paid to their employees beyo.'!ld the limits contemplated in Section 40A(5) 
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4f qp~~ct is ·~~u~~tfl~ f' 1~\~,'"'~~atioa betweea-
r~ .... ~ t~ ~~lo,.yers"f'l'~ ur'fllose as~DJ; ~ ~yea/ 
~-~dfe WI8Jl!\Jm,ti"vo~xe~ . .W~,s~tan,;,.I. ,!,.'.~ t~ ~ essentiaiJy a . ••-~at ~l~JD, ~ <;~ttee ~~~ !U9 ~ wll.x" tt caDDOt be rtr 
cti&ecllfy streamtiJPR ... ~e. SJ'Iem.. ,.,The .p,~~ w~ therefore Ub 
Ae matter to be examined l'itbout delay and suitable remedial 111fltSUJ'el. 
taken. 



CHAPTER II 

RECOMMENDATIONS OR OBSERVATIONS TIIAT HAVE BEEN 
. A~PTIID Jilt' GbV:ERNldEN't~. l • • I 

" ... ,. t 

Recommendation 

The Committee are deeply distressed that concerned Ministries failed to 
maint~ appropriate records of the particulars of the conkacts of service 
ot ... ttle foreigb te'chnicians who came to serve in India. The figures ~np-
pded~ 'by the Ministry of Indu~try were not those asked for. The flgures 
give inform'ation "tVhich had no bearing what~oever on the quc~t:on oft. 1a!'<' 
concessions to foreign technicians. On the basis of the approval given by 
Ministries under' the statute vety ~ubstantial tax concession has been given 
ta 'oob'cemed I te'chnici'afl~ and ao; SUCfl it rhas betn a matt'et' of great'it$tft .. 
t•ee' tc1 tbe excheqtler. Tire Committee must observe that the Minis-
tries did not give appropriate care •and'*a'ttention to this matter. 

[S. No. 2 (Para 1.25) of Appendix 26th Report (Sixth Lok Sabha)J 

Action Takea , .~ . , ...... 
The observations of the Comll)ittee have been brought to the notice of 

the administrative Ministries. · 

(Approved b:y the Additional Secretary to the Govt. of India) 
_,. 
rMinistry of Fmancc (Department of Revenue) O.M. No. 241/3/80-A& 

PAC-II dated 17 June, 1981] 

Recommendation 
• r 

The Comnuttee note that in May, 1968 the Ministry of Finanre h~1d writ-
ten to the administrative Ministries concerned inviting their attention to ~ 
rettuirement in the Income-tax Act of the approval tE> the contracts of ser-
l'ICe bei•g obtai~ed ·within the 'lpecified period. The Committee cannot 
but obs.-ve that the administrative Ministnes concerned who were required 
tlt1hceord' ~~pttivat to tbe ·ct>ntracts of 'service for the pu'rlpo~e of t'hts tu -con. 
c~stdn1 t;bou1d 1r l~ e been aware of the provi~ions of the law uftcter 'whith 
t~ -~ro\'31 was to 'tie-;given. The 'negligence showrt"'by 'fhe ·adrninMra.: 
tive 'finistrie~ in according approva1 to 1he cemtrads of·setvic~e at'ter·e-xplry 
"()f >'the specified period and by the assessing autlloritie-. in allowing t'l\x con-
:-ec:ooml in violation of the, statutory provision~ tnu~t be deprecated.' . ' . rs. No. 5 (Para 1.38) of Appendix to 26th Report (Sbr:th Lok Sabha)l 

.. • o~~,. •'"'!:"(' ~- ... o..,.,oL, i.- j .... ~ t\Jjil'\ 

7 
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Actioa Takea 

The correct position in law had already been brought to the notice of 
the Ministries as also the assessing authorities. It may be m~ntioned here 
that the law was amended with effect from 1-4-71 and the time-limit impo-
sed on the Ministries for approval of the contract of service now applies 
only if the foreign technician is to continue in service beyond the initial 
period of 24 months-Secti<>n 1 0 ( 6) ( viia) (B) . The correct position in 
law was again reiterated and brought to the notice of the Ministries vide: 
O.M. No. 458/35/78-FI'D dated 8-5-79 as well as the as'Sessing authorities 
in May, 1979 vide Instruction No. 1255 dated 8.5.1979. Copies of the In-
structions and the office Memorandum issued in this regard are enclo~ed 
(Annexure). 
r(Approved by the Additional Secretary to the Govt. of India) 
[Ministry of Finance (Department of Revenue) O.M. No. 241/3/80-A& 

PAC-II dated 17 June, 1981} 

Tc 

ANNEXURE 

F. No. 458/35j78-FTD 
GovT. oF INDIA 

lllstruction No. 1255 

CENTRAL BOARD OF DIRECT 1 AXES 
New Delhi, the 8th Ma,_ 1979 

All Commissioners of Income-tax. 
SUBJECT: Exemption under section 10(6)(vii)j(viiaJ oj the /ncon;r:. 

tax Act-Foreign. technicians instructiom regardin,.;---
Attention is invited to Office Memorandum No. 458 ;9 j72-FTD dated 

8th December, 1972 addressed to all Ministries of tll~ Govet"nment of India 
and copy endorsed to all Commissioners of Income-tax outlining the man-
ner in which the provisions of section 1 0(6)(viie) are to be applied by the 
various Ministries. 

2. It has been observed that in many cases lapses have occuncd lit tht 
. level of both the administrative Ministries and the Income-tax Ofticen in 
verifying whether the provisions stipulated in section 10(6)(vii)/(viia) of1 
the Act, had been satisfied in each case or not. . . 

3. Keeping in view the need to ensure that all the conditions laid dowr.' 
in the Act are satisfied before the Income-tax Officer grants exemption to a 
foreign technician, some of the important specific points that should b~ kL·pt 
1n mind by the Income-tax Officers are indicated below:-

(i) Section 1 0(. 6)( vii) ;·:rescribes a time limit of one year from the 
commencement of the service of the technician within which~ 



the administrative Ministry should have approved the contra..:t 
of service of the foreign technician concerned if his employ-
merit had commenced prior to 1st April, 1971. Section 
10(6)(viia) provides that the application for approval by the 
Central Government of the contract of service of such techni-
cian shouL! have been made to the Government before the 
commencL:mcn~ of such service or within six months of such 
commencement. There is no provision in the Act for condona-
tion of any delay in the matter of these time limits. lt is, there-
more, necessary for the Income-tax Officer to verify before 
granting exemption under these sections that the time limits 
prescribed have heen followed in all cases. In o·ther words, 
benefit of section 10(6) (vii) (viia) should Pot be. grantC"d 
wherever approvals have been allowed in violation of the statu-
tory time limits. An intimation should. however, be sent to-
the Board re~arding such cases. 

{ii) In cases of continued employment of the techni~ian in India after 
the expiry of 36 months;24 months, Section 10(6)(vii)(a) 
(ii)j10(6)(viia)/(B) provides that the approval of the Cen-
tral Government should be obtained before the 1st da) of 
October of the n~levant assessment year. In all cases, where 
the technicians continue in employment ~1fter the ini1ial pl···i·KI 
of 36 months/24 months, the Income-tax Offi:..·c:· '-ho~·1d c~\re

fully check up whether the sanction by the admini~!rativ'-~ Minis-
try had been issued within th{' specified time limit. Where the -
time limit had not been adhered to, exemption will not be 
admissible. SU<ch cases should also be brought to the notice of 
Board. 

(iii) Who is a technician for pmposes of Section l 0(6)(vii) I (viia), 
is specifically defined in these sections themselves. Instroc-
tions already exist as to the course of action to he followed 
in cases of doubt vide Board's In~truction Nn. 515 ( ~o 45R i 
19 /73-FTD) dated 26-2-73. As stated therein. such cases 
should be brought to the notice or the Board so that tho 
matter can be taken up further with the concemed Ministt)'. 

(iv) The Explanation to section 10(6)(vii)/(viia) specifically pro-
vides that the technician should be employed in India in a 
capacity in which "such specialised knowledge and experience 
are actua1Iy utilised". In view of this provision, the Income-tax 
Officers shoUold satisfy themselyes before granting the actual 
exemption that the tf'chnicinn whn came for a particular job 
was actualJy employed in that job during the period .for which, 
exemption is claimed. Cases where there are any variations' 
should be reported to the Board, so t'hat the administrative 
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• Ministry may be consulted before a final decision is taken ia 

SUY •C&ael~ " n·.,: ;r• i•~·fl>.,•; · ·7 '1'. '<HJ(; ,,h 

(v) Otib ~ orl'he points brought out in the CMG's Report ol 
; f~7t U·'lhat~iti 1one··c~e th~\emP'oyer p~id ·~\nigher remu-

nM'arton .. than~·'What ft'!d bee:b. nppi'OVed"by' ~be 'Central Govcrn-
me1u fft!'it!S ·t>tder~ iTJie-· aoatd have ~~n' adVised 'that any such 
vlot~ttiob ·df ; tire'; safictidnwot1 th~ lldrt:tinistra:tlve' Nfinistry will 
~Htifl~ the tichnlclfirl" t6 any ,~.exemptton uhd~r~this provision. 
It' i~, 'therefdte~··· netess'ary fdt the· 'tnc~fne'.;tax bfticers to verify 
whether'lhe siftary,'·pe:rquisltes etc., pa1'd t6~the FecTmicians are 
tlrog'e whia\· hm ·~beett'''apptbved' by th~ 'Centrat·'Govemment 
0 ••th' r·•rd~ ~ • ,,.~ #', .. ' I ( . 1nc'· etr '0 er. ··- ·· · ··" "" ··· · · · 

(vi) ftt the Bo~rd's Instruction No. 529 dated 22-3-73, it was 
reiterated that 'the term ''remuneration" will include also those 
pajiiletits whidi' are payable/were proved by the employer 
ob'tsiae· lndra· (whether in Rupees or in any foreign currency). 
It is essential that the Income-tax Officers while scrutiniain: 
the fnc8tne.:.tax returns df' foreigrt · tecWi'ficians"'vetify w'hether 
art~ part· tJf their' salary iccl't'Iedjaros~ o{ Was paid to them 
ol.l'8id'e·"India and tate action'·' accdfdingly. 

~,·:\ ....... -~, .. , -.' : ,... . ·: ··- - ~ ..... ~·· . 
4. The correct· import of the words "in the employment of' and ''m 

any lrosiness dimed on in Ii1dia" in section 10(6)(viia} has already beon 
darified in the Board's Instruction No. 1168(F.No.· 4S8/14j-1&.FTD) dated 
3~5-1978. Tfie Income-tax Officers dealing with the cases . of foreign: 
techniCians siiould carefully check up whether the technician is employed 
;n· a business carded on in India as clarified in the above Instruction. 

Sd/-
(V. P. MlTTAL) 

'; .. ~ ; ~ f 

Secretary, Central Board of Direc(Taxes . 
.. . ~ k. ' . . :' ' ' "• 

F. No. 458/35j78-FID 
GovT. o:ft INDIA·· 

MINISTRY 6F .. FINANCE 
• • \1) ..... ~{... ~- ·. r"~ ·;• ... "~"· 

'(Department of Revenue) 
..... . . 
Foreign Tax Division . -- .. 

New Delhi, the 8th May, 1979 
OFFICE' MEMORANDUM 

Su&JI!CT: Exemption uitaef "~e~tion.,-'''1 d(~_)""(~iti '/(viia) of the Incomc-ttlx 
.tt.,fi ' 5 Al'f; 1 .. f961-'t6,.YOrt1fff''technletalt~-· · '· .':! :; •... 

· The und'rrsign~d~ is' d~ted t~ ~r~f~t''to this Ministry's Office 
Me~randa!ll"·on·'the above 'subject clarify ... m& the wrious ·.provisions of ,.i\ .... to. ~ ;: 'f"y 'J ' ' 
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section l0(6)(vii) f (viia) of the Income-tax Act, 1961. As the 
Ministries are ~ware that power of approval of the contracts of service 
of 'foreign technicians was delegated to the administrotive Ministries vide 
this Ministry's O.M. dated 16-11-66. 

2. The important points which the Ministries were requested to note 
while according approvals under the above mentioned Sections related to 
(i) tbe time limits specified in Section 1 0( 6)(vii) I (viia), for approving/ 
extending the contract of the technician, (ii) the foreign employee must 
qualify as a 'technician' within the meaning of the Explanations given 
below tltese Sections and (iii) relaxing the condition of non-residence in 
the preceding four years in certain cases for purposes of section 10(6) 
(viia). 

3. The administrative Ministries are again reyu~sted to kindly ensure 
that the statutory time-limits spe-cified in section 10(6)(vii) for grant of 
approval and under section 1 0(6)(viia) for receipt of applications Jor 
approval are adhered to; rigidly. These time-limits are summarised below:-_ 

(i) approval for purposes of Section 1 0(6)(vii) can be granted 
only within one year of the commencement of service. Similarly 
extension of approval beyond the initial period of 36 months 
can in such cases be allowed only within the specified period 
mentioned in 10(6)(vii)(a)(ii). 

(ii) as regards an application under section 1 0(6)(viia) wbicb is 
2pplicable to cases where employment commences after the 
31st March 1971, the application for approval of the contract 
of service of the technician should be made to the Central 
Government before the commencement of such service or 
within six months of such commencement; and 

(~i) where the technician referred to in (ii) above continued to 
remain employment after the expiry of the period of 24 
months, the approval of the Central Government ~ihould be 
granted before the first day of October of the relevant assess-
ment year. 

4. The power for waiving the condition of non-residence in the preced-
ing ft>ur years granted under the proviso to section 1 0(6)(viia). is limited 
to foreign technicians who ate employed in India for designing, erection 
or commissioning of machi.nery or plant or supervising 'activities conn~cted 
with such designing, erer.:tlon or commissioning. This has been clarified in 
this Ministry's Office Memorandum dated 81 12.8.75. A,ll the Ministries 
are tequested to pl:~ase note that waiver of this condition should not be 
made in any oth.cr. ~ase. 
3643 LS-2 
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S. The Explanation to section 10(6)(viia) defines who can be treated 

as a technician for ~he purposes of this section. The Ministries are requested 
to note this provision carefully and to ensure that only those technicians 
who are covered by this definition, are granted approval for the purposes of 
section 10(6)(viia). In cases of doubt, this Ministry may be consulted. 

6. The undersigned is also directed to request that before approval is 
granted by the Ministry concerned, they should ascertain the full particulars 
of all the prequisites allowed to the technician and also about all the pay-
ments made or to be made to him as remuneration either in India or abroad 
and also either by the Indian employer or the foreign enterprise v .. ho might 
have loaned his services during the period of his service in India. This is 
necessary since the word "remuneration" will cover all remunerations 
received by him, both in India and abroad during the period of h.is service 
in India. The Ministries may further ensure that there is no variation in 
the terms 'and conditions of service without their knowledge and approval 
as ~tberwise the variation would have the cfkct of disqualifying the tech-
nician for exemption under this provision. 

7. As will b6 seen from the enclosed instructions to the Commissioners 
of Income-tax, the Income-tax Officers have also been asked not to grant 
exemption unless 2lll the conditions prescribed in the Income-tax Act are 
satisfied. In view of this, it is all the more necessary for the Ministries 
concerned to exercise the utmost vigilance before approving the contracts 
of service of foreign technicians as otherwise a situation mny arise in 
which the Income-tax Officer disregards the approval granted by the Min-
istry leading to embarrassment on both sides. · 

To 

Sd/-
(V. P. :M:ITTAL) 

Deputy Secretary to the Government o( Tndi<J 

All the Ministries of the {)Qvernment ef India. 

'.22{26{65-ITAT 
"22/2!67-lTAl 
22/26/66-ITA l 
r82/3/7r.TfAl 
IB2/3{7I ITAT 
458[9/72-FTDI 
458/38/73· FTD 
·4s8!4!73-FTD 
45qfrBf7s-FTD 
4sl3/3sl7sFTD 
458/r4/73·FTD 

Date 

t6.n.66 
r.s.67 · 
2S.It.67 
1·3·72 
5·4·72 
8.r2.72 

14.6·73 
5·12·73 
28·5·75 
B/12.8.75 
4·3·73 



CHAPTER III 

RECOMMENDATIONS OR OBSERVATIONS WHICH TIIE COM-
MITTEE DO NOT DESIRE TO PURSUE IN TIIE LIGHT OF THE 

REPLIES RECEIVED FROM GOVERNMENT 

NIL 
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CHAPTER IV 

·,RijCOMMENDATIONS OR OBSERVATIONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMI'ITEE AND WHICH 

REQUIRE REITERA.TION 

Recommendation 

The Committee are surprised to note the statement that no set policy 
seems to have been laid down at any stage in respect of engagement of 
foreign technicians and in the absence of any general policy the question of 
undertaking a review thereof did not arise. The Committee fail to under-
stand how in the absence of a policy formulated in consultation with the 
administrative Ministries concerned, the relevant provisions giving tax 
C~l~cessions to certain foreign technicians could be made in the Income-tax 
Act. In fact, the relevant provisions, and in particular the definition of 
technicians, were amended in 1970 and again in 1979. Taken to its logical 
conclusion. the statement now made to the Committee would seem to sug-
gest that these amendments were proposed without formulating a policy in 
the matter, much less conducting a review thereof. The Committee suggest 
that Government should find out complete details connected with employ-
ment of foreign technicians in India particularly vis-a-vis the available 
Indian expertise and thereafter take appropriate action to formulate a policy 
about the employment of foreign technici;:;ns and the tax concessions to be 
given to them. Sucb policy should be reviewed periodically keeping in view 
the development of technical skills in the country and other relevant factors, 
and in the fields where su-fficient Indian talent is already available. there 
will be a case for reviewing clauses (i) and (ii) of the E~planation to Section 
10(6)(viia) of the Income-tax Act. 

(S. No. 1 (Para 1.24) of Appendix to 26th Report (Sixth Lok Sabha) 

Action Taken 

The observations of the Committee have been noted. All the Ministries 
are being apprised of the observations of the Public Accounts Committee. 
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fbey .. are being requested to exanilne the extent to which. the concessions 
contained in section 10(6)(viia) ·of the income-tax Act, 1961 need to be 
revised. 

(Approved by the Additional Secretary to the Govt. of India) 
[Ministry of Finance (Department of Revenue) O.M. No. 241 !3180-
A&PAC-II dated 17 June, 19'81] 

.,. Recommendaeion 

The Committee stress that the administrative Ministries approving the 
agreements must keep full and elaborate records of the same and a copy 
of· the agreement should invariably be sent to the Ministry of Finane as 
soon as such agreements are finalised. On the basis of information received 
from the various Ministries, the Finance Ministry should be made fully 
responsible for maintaining detailed reCord of particwars of contracts of 
service of foreign technicians so that all the relevant information is avail-
able in one Ministry. 

The Committee arc also of the opinion that the relevant provisions in 
respect of the tax concessions given to foreign technicians are rather com-
plicated and needs rationalisation and simplification for their proper 
administration. 

[S. Nos. 3-4 (Paras 1.26 and 1.27) of Appendix to 26th report (Sixth 
Lok Sabha)] 

Action Taken 

The recommendations I observations of the Committee have been noted 
by the Ministry. 

(Approved by the Additional Secretary to the Government of India) 

[Ministry of Finance {Department of Rev~nue) O.M. No. 241 J3j80--
A& PAC-II dated 17 June, 1981] 

Audit Comments 
Audit have furnished the following comments on Governmenfs re-

plies to the above paragraphs: 

"Para 1.24: The draft reply does not clarify whether a policy 
exists or is still to be formulated, nor describes the existing 
policy if any on which the present Section 10(6) (viia) stands 
enacted. In this connection, the PAC touched upon review 
of clauses (i) & (ii) of Explanation below Section 1Q(6) (viia). 
These two clauses deal with the specific fields where the foreign 
technicians are to have specialised knowledge and experience. 
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P.A.C. de~ired a review in :the context of development of 
technical skills in the country and Indian talent available in 
other fields. The draft reply is silen! on this aspect. 

In ~he absence of such a policy, th~re have been cases of approvals 
being denied by Ministry _to employment of technicians or to 
such approvals being qualified by the words 'without any tax 
concessions' much after the technician bas been employed. 
The procedures and forms for approval prescribed do not de-
mand that it be made clear as to who will make the payment 
of Income-tax due without any concessions under Section 10(6), 
(viia) viz whether the technician, Indian party or foreign em-
ployer if any and also the quantum of tax payble. Such a 
situation •also arises when the technician is held to be not a 
technician under Section 10(6) (viia) by the Ministry after he 
has been employed. Action taken to give such policy need 
based directives to Ministries in regard to generation o'f data 
so that they can be colle.:tcd ,by D.l. {R.S.) and used by the 
Ministry (reference to para 1.26 which foJlows) have not 
been touched upon in reply. \ 

Para 1.26: No comments except that the noting in the Ministry's 
file No. 441/1/81-FTD do not touch upon content of col-
lection analysis and use of data to be collected for making 
policy decisions in the Ministry but only on the fact that in-
formation is now proposed to be centralised with the D.I. (D. 
R.). If copies of sanction briving exemptions under Section 
10(6) (viia) are propo~cd to be centralise~ with D.l. copies of 
such sanctions may be endorsed to Audit also." 

Recommendation 

The undue relief al1owed to the employers in respect of salaries and 
emolume'nts paid to their employees beyond the limits contemplated in 
Section 40A ( 5) of the Income-tax Act arc essentially attributable to lack 
of coordination between the officers assessing the employers and the offi-
cers assessing the employees. The quantum involved is substantial. The 
Committee should like to refer to their earlier Report ( 186th Report-5th 
Lok Sabha) where wh~le dealing with Direct Taxes inter alia it is pointed 
out as under: 

'It would thus appear that, apart from the weakness of Internal 
Audit and the lack of pre-scrutiny of collaboration agree-
ments, there are other more basic factors responsible for in-
come escaping assessment. In the first place, there seems to be 
a chronic lack of coordination ( i) among the assessing offi-
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cers of the department itself, (ii) among the assessment re-
cords pertaining to different direct taxes, particularly income-
tax and wealth tax, (iii) among the Income-tax Department-
and the other tax collecting departments of the Central and 
State Governments and (iv) among the Central Board of 
Direct Taxes and the administmtivc Ministries entering into 
or approving fo~cign collaboration agreements''. 

It appears that th(.f weakness in the system persists as a result of lack 
of proper coordination between difTerent assessing officers. This is a seri-. 
ous weakness in the set up of the Direct Taxes administration. The Com-
mittee should like to know as to what steps arc being contemplated to 
evolve a foolproof method of the working of the department to ensure 
better coordination bel ween different officers assessing under different 
Direct Taxes. The Committee consider that the steps taken so far including 
the instructions issued on 12 September, 1978, referred to earlier, cannot 
take care of the situation. The scriousn~ss of that problem needs to be 
properly appreciated and requires appropriate steps to be exeditiously 
taken in the matter. 

ts. No. 6 (Para 1.44) of Appendix to 26th Report (Sixth Lok Sabha)J 

Action Taken 

The observations of the Hon'blc Commhtee have been noted. 

(Approved by the Addl. Secret<:Jry to the Government of India). 

[Mini5try of Finance, (Department of Revenue O.M. No. 241/3/80-
A& PAC-IT dated 17 June. 19R 1)1 



CHAPTER V 

Reco~ndations or Observations in respect of whic'h Government have 
furnished interim replies 

NEW DELHI;" 
March 5. 1982 
Plwlguna 14, 1903( S) 

NIL 

PART-II 

SATISH AGARWAL 
Chairman 

Public Accounts Committee 

MINUTES OF THE SITTING OF PUBLIC ACCOUNTS COMMITTEE 
( 1981-82) HELD ON 3-3-1982. 

The Committee sat from 1600 hrs to 1800 hrs. 

PRESENT 

1. Shri Satish Agarwal 
2. Shri K. P. Unnikrishnan 
3. Shri N.K.P. Salve 
4. Shri Patitpaban P.radhan 
5. Shri Ashok Gehlot 
6. Shri M. V. Chandrashekara Murthy 
7. Prof. Rasheeduddin Khan 

""' I I 
) 
l 
J 

Chairman 

Members 

REPRESENTATIVES OF THE OFFICE OF C&AG 

1. Shri R. C. Suri 
2. Shri R. S. Gupta 
3. Shri N. Sivasubramanian 
4. Shri G. N. Pathak 
5. Shri G. R. Sood 
6. Shri R. S. Gupta 

IR 

ADAI 
Director of Receipt Audit I 

Director of Receipt Audit II 
DADS 

Joint Director (Reports) 
Joint Director (Defence) 



SECRETARIAT 

1. Shri D. C. Pandc Chief Financial Committee Officer 
2. Shri K. C. Rastogi Senior Financial Committee Officer 
The Committee considered the following draft Reports and approved 

the same with modifications/amendments is shown in * Annexures I to IV. 
The Committee also approved some minor modifications arising out ·of 
the factual verifications of tile draft Reports by Audit: 

(i) * * * * 
(ii) * * l(c * 
(iii) Draft Seventy-ninth Report on action taken on 26th Report of 

the Public Accounts Committee (7th Lok Sabha) relating to Assessments 
of foreign technicians. 

(iv) * * * * 
The Committee then adjourned. 

* Annexures I, H and IV not appended. 

3643 LS-3, 
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ANNEXURE Ill 

List of modifications/amendments made by the Public Accounts Com-
mittee in the Draft 79th Report on action taken by Government on the 
~6th Report of Public Accounts Committee (Seventh Lok Sabha). 

Page 
9 

Para 
1.14 

Line(s) 
11 

Modifications I Amendments 
For ''attributable" read 

"attributable also'' 



Sl. No. 

2 

Para No. Ministry/Drptt. 
concerned 

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

2 3 

APPENDIX 

Conclusions I Recommendations 

Conclusions/ Recomme nda tiOlts 

I 

4 
---------

' 
I.~ Finance (Dept~. of Revenue) The Committee regret the lackadaisical attitude shown by the Ministry 

I . 10 -do-

in regard to the question of collecting data of employment of foreign 
technicians to enable formulation of a policy for employment of such 
technicians keeping in view the growing technical skills within the country. 
A.s pointed out by audit, in the absence .of such a policy there have been 
cases of approvals being denied by the Ministry_ to employment of techni-
cians or to such proposals being qualified by the \vords 'without any tax 
concessions' much after the technicians have b~en employed. It · has 
been further pointed out that the procedures and forms for approval 
prescribed do not demand that it should be made clear as to who will 
make the payment of income-tax dues without any concessions under 
Section 10(6) (viia) i.e. whether the technician or the Indian Party or the 
foreign employer. if any. would bear the tax liability and the quantum 
thereof. ---- : 

The Committee had also pointed out that the relevant provisions in 
respect of the tax concessions given to foreign technicians are rother com-
plicated and need to be rationalised and simplified in the interest of proper 
administration. The reply furnished by the Ministry does not spell out the 

IV -
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-do-

-do-

precise action taken by Government on this recommendation. The Com-· 
rnittee would therefore like to be apprised of the results of the study, if 
any, undertaken by the Ministry in this regard. 

As recommended earlier, the Ministry of Finance must also take upon 
itself the responsibility of maintaining the detailed record of particulars of 
contracts of service of foreign technicians so that all relevant informa-
tion is available at one place and any deviation from or violation of policy 
instructions/ guidelines regarding the employment of such technicians can 
be easily detected. 

The Ministry's reply does not throw any light on the steps taken re-
contemp1ated by the Ministry in regard to ·the suggestion of the Commit-
tee that a foolproof system should be devised by the Central Bo~ud of 
Direct Taxes to ensure better coordination between different officers as-
sessing under different direct taxes. As pointed out in the ear1ier r~port, 

the undue relief allowed to employers in respect of salaries and emolu-
ments paid to their employees beyond the limits contemplated in Section 
40A ( 5) of the Income-tax Act is attributable also to lack of coordinat\on 
between the officers assessing the employers and those assessing tbe em- ' 
ployees and that the quantum involved is substantial. As this is essential-
ly a management problem, the Committee see no reason why it cannot be 
rectified by streamlining the system. The Committee would therefore like 
the matter to be examined without delay and suitable remedial measures 
taken. 

GMGIPMRND--LSII-3643 LS-18-3-82-1125. 
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20. Atma Ram & Sons, 
Kashmere Gate,· 
Delhi-6. 

21. J. M. J aina & Brothers. 
Mori Gate, Delhi. 

22. The Eni'lish Book Store. 
7 -L Conn aught Circus, , 
New Delhi. 

23 Bahree Brothers, 
188, Lajpatrai Market, 
Delhi-6. 

24. Oxford Boek & Stationery 
Co:npr.ny, Scindia House, 
Connaught Place, 
New Delhi-1. 

25. Bookwell, 
4, Sant Narankari Colony, 
Kingsway Camp, 
Delhi-9. 

26. The Central New? Ag8nCf, 
23/90, Connaught .J?lace, 
New Delhi. 

27. M/s. D. K. Book Organisations, 
74-D, Anand Nagar (lnder Lok), 
P.B. No. 2141, 
Delhi-110035. 

28. M/s. Rajendra Book Agency, 
IV-D/50, Lajpat Nagar, 
Old Double Storey, 
Delhi -110024. 

29. M/s. Ashoka Book Agency, 
2/27, Roop Nagar, 
Delhi. 

30. Books India Corporation, 
B-967, Shastri Nagar. 
New Delhi. 
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