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JNTRODU-CTION. 

I, the Chairman of the Public Accounts Committee as authorised by the 
Committee, do present on their behalf this Eightieth Report on action taken 
by Government on the recotnmendations of the Public Accounts Committee 
contained in their Twenty-Eight Report (Seventh Lok Sabha) on M/s. Inter-
national Computers Ltd., U.K. 

2. In this Report, the Committee have highlighted the need to review 
the \Vorking of the Foreign Tax Division so as to make it an effective instru-
nlent in the hands of government to monitor and control the operations of the 
foreign companies in regard to taxation matters. The Committee have also 
desired Governrnent to enlarge and streamline the functioning of the Foreign 
Tax Division and the Special c~en with a view to enabling thetn to provide 
active guidance and assistance to field units in the disposal of bigger cases of 
tax assessments of foreign companies. 

3. The Cotnmittcc considered and adopted this report at their sitting 
held on 3 March, 1982. Minutes of the sitting form Part II of the Report. 

4. For facility of reference and convenience, the reCOJTIJ11endations 
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 forlfl 
in the Appendix to the Report. 

5. The C~on1mittee place on record their appreciation of the assistance 
rendered to the111 in this matter by the Office of the Comptroller and Auditor 
Gene raJ of l nd ia. 

N E\V DELl II ; 

AJarclz 8, 1981 
-Phalguna 17, J 903 (S) 

(v) 

SATISH AGARWAL 
Chair1nan, 

Public Accounts Co1nnzittee. 



·CHAPTER I 
REPORT 

. l.L T.bfi Report of the Co~mitt~ deals wit~ the action tak~ by 
Govemme.at tOD tke recommendations and observations of the Comntittee-
contaioed :ia their 28th Rep0.rt (7th Lok Sabha) on the Ministry of Finaace 
(DepartmeDl (())( Revenue)-M/s International Computers Ltd., U.K. 

1..2 .. The Committee"'~ 28th Report was presented to Lok Sabha on 3 
April, 1981.. The action taken Notes on all the 20 ~ecommendationsfobser
vations oonta1ned In the Report have been recetved from Government 
and these ha~ been categorised as follows : 

(i) Reeommeadations or .observations that have been accepted by Go-
verameat : 
SJ. Nos .. 1 ~ 7~ 8, 9, 101' 12 and J 7. 

(ii) Recommendations or oltservations which the Committee do not 
desire to pursue in the light of the replies received from Government : 
Sl. Nos. 3~ 11.. 13 and 18. 

(iii) Recommendations or observations replies to which have not been 
accepted b~· the Committee and which require reiteration : 

Sl. Nos. 2, 4, 5~ 6, 15, 16 and 19. 

(iv) Recommendations or observations in respect of which Government 
·have furnished interim replies : 
Sl. Nos. 14 and 20. 

1.3. Tbe Committee expect that final replies to those re(ommeadations or 
observations in respect of which only interim replies bave so far been furnished 
will be made available to them expeditiously after getting them vetted by 
audit. · 

1.4. The Con1n1ittee will now deal with the action taken by Government 
on some of the recommendations/observations. 

Errors in the Income-tax assessn1ent of· .Nljs International 
Computers Ltd. 

(S. Nos. 2, 4, 5 and 6- Paragraph Nos. 1.31, 1 .33, 1.34 ~d 1.35) 

· 1.5. In Para 1.31 of the 28th Report, the Committee had observed 
" "In this connection, the· Committee note that during evidence 

in September, 1978, the representative of the Ministry. ,of Finance 
admitted before the Committee that the statements made ·by die foreign 
company, on the basis of which.~assess~ents were initially made; were 

1 
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'completely uncorroborated by any evidence .. , by that these were not 
supported even 'a certificate from the London auditors' and that 'there 
was over charge of head-office expenses'. The Ministry of Finance 
have, however, submitted before the Committee that no action could be 
taken under Section 147(a) of the Income-tax Act 1961 to reopen the 
assessments in respect of the foreign company fo' r the period 1961-62 
to 1971-72 as, in the opinion of the Government, the Co1npany had 
disclosed fully and truly all material facts necessary for assessment. 
The approximate loss of revenue on this account, according to the 
M i.nistry"s own calculations, works out to Rs. 38 lakhs. Since the· 
n1istake reveals palpable negligence on the part of the assessing and 
other supervisory officers resulting in a sizeable Joss of revenue, the 
Committee recommend that the responsibility therefore should be fixed 
on the officers concerned and appropriate action should be taken against 
those responsible." 

1.6. In their action taken note dated 27 Novetnber, I 981, the Ministry 
of Finance have stated : 

""The reference to the representative of the Ministry of Finance in 
this para seems to be in respect of item 18 of the points arising out of 
the evidence he1d in September 1978. The relevant extract of the iten1 
18 and its reply are reproduced below : 

lten1 18 

The Ministry have stated in their reply of 28th August, J 978, that 
in other countries \Vhere the non-resident company was itself perfor-
ming the services which have been performed in India i.e., 1naintenance 
of the machines and other services through its subsidiaries, the expenses 
were reported to be roughly 55~~ of the gross rental receipts in those 
countries. ~'hat is the basis for this staten1ent and what are the docu-
ments the Ministry have relied upon in support of their reply to this 
effect ? Has this statetnent been certified by the foreign auditors of the 
company ? 

, Rep(v : • 
The basis for this statement was the letter dated 15-5-63 from 

Shri L.C. Mehta, Secretary and Financial Adviser of the Company 
addressed to the JTO Com. cir. IV(2) Bombay. The above men-
tioned letter does not appear to have been certified by the Corn-
pany"s foreign auditors. 

Therefore, the statement that the re1evant Jetter was not certified 
bv the Company's foreign auditor was made in the context of the 
statetnent that in other countries where the non .. resident was itself 
performing the services which have been performed in India i.e., the 
maintenance of the machines and other services, through its subsi-
diaries, the expenses were reported to be roughly 55% of the gross 
rental receipts in those countries. The statement was not in the context 
whether the company had disclosed fulJy ·and truJy all material facts 
necessary for assessment. As regards the question whether the com-
pany had disclosed fuHy and truly aiJ material fact' necessary for 
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assessment, the facts are that the assessment record for the assessment 
year 1961-62 shows ·that the assessee company had filed a copy of the 
auditor's cortificate vide its letter dated 19 September, 1961 giving the 
schedule of Head Office expenses duly certified by Mjs Deloilte Plen-
der .Griffinths & Co., C.A.s of London. Tehereafter, various other 
details were filed vide their letters dated 7-9-62, 30-1-63, 15-5-63, 
10-12-63 and 7-8-64. After considering all this evidence the ITO accep-
ted the assessee's basis of allowance -or Head Office expenses. The 
ITO has also recorded the following office note to the assessment order 
for assessment year 1961-62 : 

~.'The basis on which C:!.dministrti tivc expenses have been allo-
wed is the sa n1e as in the past. The question of changing the basis 
fur allowing administrative expenses \Vas discussed with the CIT 
and he h1s directed by his letter ·B.C. No.T\'/32/321-63.'63(2) dated 
27-2-64 th:1t the old procedure which has heen hitherto adopted 
does not require any revision. As such the basis for allowing 
administrative expen~es has not been 'disturbed.~' 

It m1y also be n1entioned th1 t the con1p3 ny used to file the following 
sta tern en ts every yc2 r : 

(i) Schedule of Her.td Office charges sho\ving hroadly the major 
heads 1tt1der \V:1ich t~1~ hejd office expense'i were incurred. 
Further det~1 ils under e:~ch he~i.d c~nd under v~ rious sub-heads 
were also supplied. 

(ii) A sLttcnl~nt sig:1cu by the CJn1;>.tny~~ Cnartered Account~nt 
showing the analysis of expenses. Further. the statement 
filed sho\ved the ~-· pportion tnen t of he:~ d office expenses 
charged t~.:> lndi~L 

These state1nents \Verc accepted ~ind the he:~ d otl~ce expenses \vere 
'-~ llo\ved on the basis uf the certificn te of the Cn2. rtcrcd .Accountant. 

In view of the fJcts discussed above. it appeJrs .. that the assessee 
h .HJ disclosed a 11 the m 'teria l f Lets necess·· rv fot ~· ssessment. Since 
the deduction was allowed after considering alfthe fdcts, the withdrawal 
of the excess a How] nee of the Head Office expenses \Vou1d a mount to 
rr.ercly a change of opinion for which section J 47( a) cannot be invo-
ked. Thus there \V~S no negligence on the p:_i rt of the assessing and 
other supervis')ry offi~ers and henc.:e there is n~J need to fix the res· 
ponsibi1ity on any of the officers."' 

1.. 7. In P .. t ra ! .13, the Comtnittee further obser\ed : 

"The Co1nn1ittce observe in this connection thn t Inspecting Assis-
tant Comtnissioner (Audit) had communicated. vide his letter dated 
29-R-77 to the Inspecting A';sist·1 nt' C·>m-nissioner of the Range con-
·cerned the approval of the Commissioner of lncon1~-ta x for re-opening 
of the assessments for the years 1961-62 to 1972-73 under section 
147(a) of the Income Tax Act for wrong allo\vance of .Head Office 
ex:.,~·1s-es. Th~ Com·n!ttee fi:1 :1 it b·lffling ~~ s to \vhy no action on the 
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lines suggested by the Commissioner was ta~e~ by, th~ ~ommissionef 
inch!rge of the R1:n·ge·. It seems that the Mtntstry s VJew that th~ old 

· assessm~nts could not be re-opened under sect~o~ 147(a) on the ground 
of excessive allowance of Head Office expenses. ts a belated attempt to 
iutiitify the culp1ble inaction on the part of the Inspecting Assistant 
CJmmissioner concerned. The causes for ihaction on the part of the 
Inspecting A~stt. Commissioner concerned despite the clear directi~n 
of the Commissioner need to be thoroughly investigated especially wtth 
a view to finding out whether it was inter alia due to any un'due influence 
on· th'! p1rt of the m·.Ilti-nation1J corp:>ration." 

1.8. The Ministry of Finance in their Action Taken Note dated 27 
Novetnber. 1981 h'l v~ stated : 

uThe above obs~rva tion~~ and rccommenda tions of the P:«\C « re· 
based on the letter of I.A.C., Audit addressed to Addl. A.G. Bombay. 
a copy of which wJs m "'.rked. to JAC .. Foreign C)mpanies Range-l,. 
Bomb1y alongwith recommen<i.ations for rem'!c.ia I c:ction. Although 
in the letter addressed to Addl. A.G. the audit obJection was rejected 
but in the copy m1rked to the lAC th.~ JAC Audit with theapprova] of 
CIT recommended protective m~asures to be taken b)' Range lAC after 
scrutinising assessee"s claim. Vide his reoJy dt. 3 April, 1978 vide 
FCR-I/CT/5171/Audit/78-79 .the then lAC Foreign Companies 
Range-l h~d m1de the necessary scrutiny ofassessees·cJaim and informed 
the lAC Audit th~t there was no ground for reopening of the assessment 
of earlier y~a r~ for H~ad Office expenses. However since the assessee 
had not offere1 for tax the s1le proceeds of scrapped machines the 
assessments could be reopened for assessment years 1967-68 onwards 
which w~re according1y reopened. After the reply of the lAC Foreign 
Companies R:~nge-l dated 3 April, 1978, there is no letter on record 
indicating any dis'lgreenlent by the lAC Audit on the report of the lAC, 
_FCR-I and therefore. there was no reason for the JAC. FCR-1 to take-
further action for reopening the assessments for the assessment year& 
1961-62 to 1966-67 which has now been objected to by the PAC. 

In view of the facts stated in preceding para. there was no inaction 
on the p1rt of th ~ Inspecting A'}sistant Co1nmissioner concerned and, 
hence, no fc1 ther action is necessary." ,_ 

1.9. Referring to the unjustified allowance of interest which deprived 
revenue of tax to the extent of R~.6.20 J1khs in this case·, the Committee in 
para 1.34 of the Report observed : 

"It w~s admitt~~d before the Committee thn. t the foreign company 
had not htred out any new m 1chines to its lndiaJt subsidiary after the· 
assessm~nt y~1r 1968-69 and that its business income in India from the 
year !96?-70 O~\vards had arisen cu~ of the existing machines already 
on htre tn Indta. Yet, the Commtttee fjnd that during the period 
1969-70 ~·O 1974-75. a su~ bf Rs.8.7~ la khs bei~.g. the interest paid on 
loans ratsed by such fore1gr, compgny has been tncluded in the head 
office expenses and allowed as a 'deduction against Indian income. 
Obviously. the lo1ns raised by the company aft~r 1968~69 were for the 
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comp3ny's world wide business activities a~d could not at aU be related 
to th·e· Indian income. Intetest expenditure .incurred by the hea·d 
ofllee, if directly related to the lneia1l business on revenue account woakl 
be a direct deductible expenditure· in its entirety. Head office expenses 
are, in fact, only those ~~penses whi~h are inc~rred for composite b_us-
iness as such and, therefore. inc~pable of deduction without appor-
tionm.:nt. The unjustified allowance of interest, deprived the revenue 
of tax to the extent of Rs. 6.20 lakhs. The Committee consider this as 
one more instance of negligence on the part of the assessing authorities 
which needs to be enquired into. 

The cotri'mittee would like the Ministry of Finance to take suitable 
remedial action to recover the tax due from the assessee on this account 
under intimation to the Committee. The question of issuing suitable 
instructions for future guidance may also be taken up.'' 

1.10. In their Action Taken Note dated 27 November, 1981, the 
Ministry have stated : 

"The issue raised by the Committee has already been dealt in the 
assessment proceedings for A. Ys 1972-73 to 1974-75 \Vhich have been 
completed. Assessments for A. Ys 1969-70 to 1971-72 will be com-
pleted during the current financial year and the point raised by the 
PAC wi11 be kept in view.'' 

1 . 11. The Cotnmittee finally observed in Para I. 35 of the Report : 

"Considering the nature~ gravity and number of errors both of 
cotnmission and omission noticed in this case, the Committee would 
urge that this case should be investigated thoroughly by the Special 
Cell of the Directorate of Inspection (Jnvestigation) in conjunction 
with the other cases like that of the IBM World Trade Corporation. 
The Committee would like to be informed of the results of such in-
vestigations." 

J .12. ·In their action taken note dated 6 October, 1981, the Ministry 
of Finance have informed the Committee : 

HAs recommended by the Committee, the Director of Inspection 
(Special Investigation) (as the Special Cell is now designated) has been 
assigned the case of M/s International Computers Ltd., U.K. The 
resu]ts of investigation will be comn1unicated to the Committee after 
investigation is completed.'' 

1 .13. In Paras 1. 31, 1. 33, .I . 34 and 1. 35 of the 28th Report, the Co-
mmittee had drawn attention to certain acts of omission and commission on 
the part of the Income-tax authorities in the case of M/s International Com-
puters Ltd., U.K. The Committee had recommended that the case should be 
investigated th~reughly by the Special Cell of the Directorate of Investigation 
in coitjlinction with the other cases like that of the IBM World Trade Cor-
poratton. In pursuance of the recommendation, Goverameat have assigned 
the case of M/s International Computers Ltd., U.K. to the Director of Inspec-
tion (Special ~vestigation)* for examining the nature aod gravity of errors, 
·-------~--"·-·------- ----------

• As now designated. 
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both or commissioo and omission, noticed in this case. The Committee desire 
·that the results of investigations and the remedial measures taken should he 
communicated to them at tbe earliest • . -... 

Revie1-v of the lvorking of the Foreign Tax Division and Special Cell in the 
Directorate of Inspection 

(S. Nos. 15, 16 and 19-Para Nos. 2.27, 2;28 and 2.31) 

1 . 14. In paras 2. 27 and 2. 28 of the 28th Report the Cotnmittee had 
·drawn attention to the absence of a proper system of n1anagement infornla-
tion in the Ministry of Finance to enable the Ministry to regulate the opera-
tions of the foreign companies. The Committee observed : 

--'The prin1ary \Veakness, in designing and enforcing adequate 
control n1echanisn1s., seen1s to be threefold. FirstJy, piecetneal soJu-
tions arc sought to be found in the shape of ad hoc am'endmcnts to 
various lav~'s and procedures" as and when certain specific irregularities 
are· highlighted, \\·ithout creating a Inachinery for a total and coordi-
nated approach. Secondly., there is no systen1 of building up manage-
ment information and relevant as we1J as up-to-date data so as to design 
as welJ as monitor policy based on concrete facts and figures. Thirdly,. 
and most i1nportantly" there seems to be a total and all prevasive lack 
of \viii, for \vhatever reasons, to regulate the operations of these foreign 
companies in tunc \Vith the pronounced policy objectives and national 
interests.·~ · 

1 .15. In their Action Taken Note dated 6 Octoher, 1981 the ~1inistry 
·of Finance have stated : 

" .. The observations seetn to be connected \vith the next reconltn-
endation. In fact" it appears that they are prefatory in nature and 
lead to the next recommendations. Hence these observations have 
been considered \vhile replying the subsequent paras." 

I . 16. The Con1mittee further observed : 

~~~.In para 3. 37 of their 1 87th Report (5th Lok Sabha) the Co-
lTIInittee had occa~ion to point out the rather passive role played by the 
Reserve Bank of l ndia in connection \vith a vital matter like the re-
mittances of Jarge aJnounts abroad. During present evid~nce, the 
Committee have come across glaring examples of laxity and inaction 
on the part of tax administration. It is amazing that as 1nany as 180 
foreign companies though borne on the General Index Register of the 
Income-tax Department should have failed to file their .Income-tax 
returns for the year 1976-77. Although these con1panies have been 
·operating aJJ along, a separate Foreign T'ax Division was set up only 
in 1972. Thereafter also, this Division has apparently ren1ained 
content \Vith pJaying a passive role and being satisfied merely with 
issuing certain instructions fron1 ·time to time. The Division has not 
taken on itself to initiate studies on the proliferation of foreign capital, 
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·types of business on which it is engaged .. the multifarious tax avoidance 
practices etc. 

In pursuance of the recommendation made by the Committee, 
Government had appointed a ·Group under the Chairmanship of the 
Finance Secretary to undertake a comprehensive review of the working 
of the Foreign Tax Division. The Committee were informed (October, 
1975) that "the result of the review will be intimated to the Committee 
in due course. The Committee however find that neither the report 
of the Group was furnished to it .. nor were the Committee informed of 
the action taken byuovernment on the findings and recommendations 
of the Group. It is obvious from the cases of \\Tong assessments 
in respect of foreign companies being brought to the notice of the 
Committee by Audit from time to time, that either no follow-up 
action was taken after the review, or such follow-up action had no 
effect."' 

1.17. The Ministry of Finance in their Action Taken Note dated 6 
October, 1981 have stated : 

''A Report on 'Review of Foreign Tax Division~ was subn1itted 
to PAC vide O.M.F. No. 241/76-A&PAC-1 dated the 8th November, 
1976 in reply to the recommendation at para 1 . ~6 of the 1 92nd Action 
Taken Report (1 975-76). A brief note on the functioning of the Fore-
ign Tax Division is also sent herewith (Pleas~ se~ .t\nnr::xure on p. 25)"". 

1. 18. En1phasising the need for enlarging the roJe of the Foreign Tax 
Division as weB as the Special CelL in the Directorate of Inspection" 
the Con1mittee had observed in para 2. 31 of their 28th Report : 

.;~Within the Revenue Departn1ent again the role of Foreign Tax 
Division, as \veil a~ the Special Cell needs to be en_larged as well as 
streamlined. While the fonner should initiate the studies and provide 
active guidance to the field units, the latter should carry out investigations 
jnto at Jeas t the higger ca~es of tax assessn1ent of foreign co1npanies 
with a view to providing necessary information to the assessing autho-
rities on the one hand and the Foreign Tax Division on the other.'" 

1 .19. In their Action Taken Note dated 6 October, 1981, the Ministry 
have stated : 

"Neccssa ry action to enlarge and streatnline the role of Foreign 
Tax Division as w~ll as the Special Cell and also to get the bigger 
cases of tax assessm~nts of foreign companies, investigated by the 
Special C·!U, is b~ing tak en." 

1. 20. The Committee had in the earlier Report drawn attention to the 
need for building up Management. Information System which would enable 
the Central Board of Direct Taxes to control and monitor the working of the 
field organisations particularly in regard to the assessments of the multinational 
corporations. The so-called Report on the review of Foreign Tax Division 
submitted to the Committee in pursuance of the recommendations made by 
them in the 192nd Report (1975-76) is only a factual account of the functions 
of and work done by the Foreign Tax Division. What the Committee had in. 
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view was a critical and objective analysis of the deftcieaeies or. tlae preseat 
system vis-a-vis the role played by Foreign Tax Division ia keeping an effective 
did oa the workillg of the foreip eo.panies, 111iti.- 8tudies on the pro-
lifentioll of foreign Capital 8lld tbe praetices adopted f))' them to afoid/evad e 
their tax lialtiHty. No such critical review has appaready beell tRade so far. 
The Colllblittee therefore reiterate tbe observatiolls made by tbelll in file earlier 
report and desire that a comprelleasiv.e review of the workin& of Foreign Tax 
Dtrisiaa · may be cattied out without tlelay with a view to taking necessary 
remectiaf measures for making it an effective fnstnnent in the bands of 
go'feJIIIBellt to monitor aed control tbe operations of the foreign companies in 
regard to taxation matters. -

l . 21. The Committee had also emphasisefl the need for ealarging and 
streamliaiag the fUDCtieaiag of the foreign Tax Division and the Special Cell 
with a view to enabling them to pro,·ide active guidance and assistaace to Held 
uaits in tbe disposal of bigger cases of tax assessments of foreign companies. 
Tbe CoiiHilittee note that necessary action to enlarge and streamline the role 
of the Special Cell as \\ell as the Foreign Tax Division on the liaes suggested 
by them is being taken. The Committee would like to be apprised of the 
precise steps taken in the matter. 



CHAPTER D , 
RECOMMENDATIONS OR OBSERVATIONS THAT HAVE BEEN 

ACCEPTED BY GOVERNMENT 

Recommendation 

The Committee are distressed that soon after the case of erroneous 
aJJowance of head-office expenses in the Income-tax a~sessrnent of National 
and Grindlays Bank Ltd. and the IBM World Trade Corporation, commented 
upon by this Committee in their I 76th and I 87th Reports (5th Lok Sabha), 
another case has been brought to Jight in paragraph 26(ii)(a) of the Audit 
Report (Civil)-Direct Taxes~~ 1976-77 invoJving huge loss of revenue on 
account of incorrect deduction allowed as head-office expenses. They take 

.a serious view of wrong deduction towards head-office expenses in the com-
putation of business income of the U.K. based multinational corporation-
M/s International Computers Ltd. engaged in the business of manufacturing 
and hiring of data processing machines. 

[S. No. 1 (Para 1.30) of Appendix IIi of 28th Report (Seventh Lok 
Sabha)] 

Action Taken 

The observations of the Hon'ble Comn1ittee have been noted by the 
Ministry. 

(Approved by the Joint Secretary to the Governn1ent of India) 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 241/3/81-
A&PAC-IL dated ~7 ,o,ember, 1981] 

Recommendation 

The Ministry had informed the Committee that the asse~sments for 
the years 1972-73, 1973-74 and 1974-75 have been re-opened under Section 
147(b) of the Income-tax Act taking the audit objection as "information' 
referred to in that Section. At a subsequent stage, the Committee were 
informed that the assessments for the years 1966-6 7 to I 974-75 have been 
re-opened under Section 147(a) on the ground of omission on the part of the 
assessee to disclose the income on account of sale o.f scrap, and that oppor-
tunity has been 'taken to add back. .~xcess amounts allowed as Head Office 
Expenses. The Committee also learn that on appeal by the assessee company 

. ~against re .. assessments for tbe years 197l'.W3, 1973-74 and 1974-75 .. the CIT 
(Appeals) has deleted the amount added back on account of Head Office 
Expenses and that second appeals against the order of the CIT (Appeals) 
in this case have been filed before the Income Tax Appellate Tribunal 
J 5-12- f986 for. assessment years J 97.2-73 to 1976-77. 

9 
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[S. No. 7 (Para 1. 36) of Appendix III of 28th ·Report (Seventh Lok 
· Sabha)] 

Action taken 

The Observations of the Hon'ble Committee have been noted by the 
Ministry. 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 241/3/81-
A&PAC-11 dated 27 November, 1981) 

Recommendation 

The Committee note the view expressed during evidence that there was 
divergence of opinion atnong various High Courts on the question whether, 
on reopening an assessment under Section J47(a)" the ITO has the power 
to bring to charge also other iten1s falling under Section 147(b) irrespective 
of the fact that the period gf limitation laid down in Section 147(b) has 
expired. The Committee \\'ould suggest that in such cases where there is 
divergence of opinion a1nong different High Courts, the matter should be 
taken directly to the Supreme Court for determination of the issues and 
attempts made by the Government for expeditious disposal to avoid harass· 
ment both to the asses='ee and to the department. 

[S. No. 8 (Para I . 37) of Appendix Ill of 28th Report (Seventh Lok' 
Sabha)] 

Action taken 

In pursuance of the above recommendation of the Committee, nece-
ssary instructions to the field officers on this point have since been issued. 
A copy of the Board"s Jnstruction No. 1408 datd 21-7-1981 is enclosed. 
(Annexure) The Board will take necessary steps through the Central Agency 
Section of the Ministry of Law for expeditious disposal of pending appeals 
by the Supreme Court. 

(Approved by the Additional Secretary to the Govt. of India). 

(Audit vetted the reply vide D.O. No. 1961-Rec. A. 11/114-77 dt. 
4-9-1981) 

{Ministry of Finance (Deptt. of Revenue) O.M.F. No. 241/3/81-
A&PAC-11, dated 6 October, 1981)1 



To 

Sir, 

11 

ANNEXURE 
. INSTRUCTION NO. 1408 

F. No. 277/7/81-A&PAC-ITJ 
Ministry of Finance 

(Department of Revenue) 
Central Board of Direct Taxes 
New Delhi, the 21st July, 1981. 

All Commissioners of Income-tax. 

Subject :-Direct reference to the Supreme Court under section 257 
of the Income-tax Act, 1961-Recommendation of the 
Public Accounts Committee-Para 1 . 37 of the 28th 
Report, 1980-81-lnstruction regarding-

Attention is invited to the Board's Instruction No. 1020 (F. No.277 I 
1 5/75-ITJ) dated 5th November, 1976 whereby the Commissioners were 
directed that while scrutinising the orders of the Appellate Tribunal for filing 
reference application under section 256( 1 ), they should instruct the Depart-
mental Representatives to request the Tribunal to make a direct reference 
to t!le Supreme Court under section 257, if there are conflicting decisions 
of two or more High Courts on any particular question of law. Further, 
even in a reference sought by the assessee the Departn1ental Representatives 
were asked to make such request to the Tribuna] in appropriate cases. 

2. The PAC has taken note of the fact that there is divergence of opi-
nion among various High Courts on the question whether, on reopening an 
assessment under section 147(a), the ITO has the po\ver to bring to charge 
also other items falling under section 147(b) irrespective of the fact that the 
period of limitation laid ~own in section 147(b) has expired. The Commi-
ssioners of Jncome-tax would be a\vare of the decisions of the Madras and 
Bombay High Courts in Vcerappa Chattiar Vs. CIT (91 ITR 116) and~ Ne\V 
Kaiser-i-Hind Spg. and Wvg. C~on1pany Ltd. Vs. CIT (107 ITR 760) respec-
tively. The ratio of the decisions is that in a reassessment proc~eding 
initiated by the ITO in respect. of an item of income falling under section 
34(J )(a) of the 1922 Act the ITO cannot bring the charge an item of income 
falling under clause (b) in such reassessn1ent proceedings initiated beyond 
the period of four years under clause (a). According to the Court a notice 
of reassessment cannot be issued after the period of four years in respect of 
i~ems of income falling under clause (b) and the ITO cannot assume jurisdic-
tion indirectly by issuing a notice purporting to be under clause (a). As 
against this view, Andhra Pradesh High Court in the case of Pulavarthi 
Vishvanatham (50 JTR 463) and recently in the case of Subakaras Ganga-
bhishan (121 ITR 69) dissented from Madras and Bombay view and h;;ld 
that once the assessment was reopened validly, no distinction couldbe 111~1.d~ 
34 LSS/81-2 
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between items falling under clause (a) and those falling under clause (b). 
There is a decision of Punjab High Court in the case of Jagan Nath Mahesh-
wary (32 ITR 418) which is also in agreement with the Andhra view. · 

~·.The PAC has, therefore, suggested that in view of the divergence 
of opinton among different High Courts, in all matters involving such issue 
the Department should seek direct ref~rence to the Supreme Court under 
section 257 of the Income-tax Act. 

. 4 .. The Commissioners of Income-tax will, therefore, issue, necessary 
Instructions to the Departmental Representatives accordingly. The DRs 
may also make such requests to the Tribunal in appropriate cases where a 
reference on such question of law is sought by the assessee. 

Copy to 

Yours faithfully, 
Sd/-

(O.N. Mahrotra) 
Director, C.B.D.T. 

1. All Directors of Inspection, New Delhi and Director, IRS(DT), Staff 
College, Nagpur. 

2. ADI (P&PR) (BULLETIN)-New Delhi-4 copies. 
3. The Comptroller and Auditor General of India, New Delhi (40 copies). 
4. All Officers and Section in C.B.D.T. 

5. Shri P.K. Karthe, Joint Secretary and Legal Adviser, Ministry of Law, 
Justice and Company Affairs, Deptt. of Legal Affairs, New Delhi. 

Sd/-
(AJAI SINGH) 
Under Secretary 

Central Board of Direct Taxes. 

Recommendation 
The Committee are distressed to note the extent of complacency 

denoted by the statement made by the representative of the Ministry while 
giving evidence that on the whole our impression is that multi-national 
companies have been kept under sufficient control. It is well known that 
the multi~national .companies or their principals command large resources 
which are ruthlessly deployed by them the world over with the sole purpose 
of maximising profits either in violation or skillful avoidance of the laws, 
rules and regulations of the host countries particularly the developing coun-
tries. It is also a fact that they adopt a dubious means to avoid local taxes. 
They also use lavish hospitality, monetary inducements and pay-offs to per-
sons holding positions of authority with a view to subjugating the wiU of the 
poorer countries not even stopping short of subverting their sovereignty. 
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Two-fold justification has been advanced fer the operation ·of multina-
tional companies viz.,(i) the necessity for import of sophisticated technology 
and (ii) conservation of foreign exchange resources through the building up 
·of export potential. In actual fact, it is a matter of common knowledge that 
·several foreign companies are engaged in manufacturing highly lucrative 
and non-essential consumer goods for which their vast propaganda machine 

. is able to build up ready and sheltered markets rather than in goods and 
industries requiring sophisticated technology. In their earlier reports, the 
Committee have had occasion to put out specific cases where the so called 
-import of technology was of a highly doubious nature. For example, in 
their report on operation of the IBM World Trade Corporation, the Commi-
ttee had pointed out how stale and third-rate technology was actually im-
ported into this country. In another Report the Committee had emphasised 
the need for a review of the technical collaboration agreements so as to 
ensure that the import of technology was consistent with our needs as gauged 
.by the development of indigenous know-how. 

[S. No .. 9 & 10 (Para 2.21 & 2.22) of Appendix III of the 28th Report 
(Seventh Lok Sabha)] 

Action taken 

The above observations have been noted by the Ministry. 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Finance (Deptt. of Revenue O.M. F. No. 241/3/81-
A&PAC-11 dated 6 October, 1981] 

. Recommendation 

The Ministry of Finance have stated that the total foreign investment 
rincrcased from Rs. 894 crores in 1964 toRs. 1943 crores in 1974, showing a 
growth of 117 per cent over the 1 0-year period. As far the latest investment 
figures the Ministry of Finance were content with the statement that the 
Reserve Bank of India's latest published data were for the year 1973. In 
the absence of the relevant and up-to-date data the control that can be exer-
cised on the operations of these companies can at best be illusory. Hence 
the Committee's distress at the complacent statement quoted at the outset. 

~ 
fS. No. 12 (para 2.24) of Appendix 111 of the 28th Report (Seventh 

Lok Sabha)] 

Action Taken 

The Department of Economic Affairs have stated that the question of 
maintenance of investment data has been further examined in consultation 
with the Reserve Bank of India. From 31st March, 1981 the Bank will 
compile annual estimates of foreign investment in the country drawing basi-
cally on the information available with the Exchange Control Department 
of the Reserve Bank of India. In the past it was compiled on the hasis of 

- annual reports filed by fore.ign enterprises and this was on a voluntary basis. 
However, with the Foreign Exchange Regulation Act of 1974 many compa-
ni es were under different stages of dilution, disinvestment, amalgamation, 
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lndianisadon, etc., the reporting situation was unsatisfactory. With the· 
powers under the new Act it will be possible for the RBI to have the Data 
compiled with reference .to documents in the Exchange Control Department. 
A copy of a Jetter from the Governor, RBI, is enclosed (Annexure) explaining 
the position. It n1ay also be added that our endeavour has been to regulate 
o~r~tions of foreign companies in a qualitative manner \Vith referen<?C to 
prtortty nature of operations, etc. and Jack of aggregate data has not been 
a handicap. ... 

(Approved by the Jo.int Secretary to the Govt. of India) 

[Ministry of Finance (Deptt. of Revenue), O.M. F. No. 241/3/81-A&PAC-
II dated 6th October" 198 t] 

BD/DBP. FJS, 1678/Cen-1-81. 

Dear Shri Venkatararnan, 

ANNEXURE 

RESERVE BANK OF IN.DIA, 
CENTRAL OFFICE, 
BOMBA'{ 

June 23, 1981. 

Kindly refer to your Jetter dated January 13. 1981 regarding data 
on foreign investtnent in J ndia. 

2. The Reserve Bank conducted fu11 censuses of foreign assets and 
liabilities as on June 30, 1948 and Decetnbcr J I, i 96 J, and for the intercensascs 
period n1adc annual estimates from annual reports filed by enterprises having 
foreign investtnent. With the cotning into force of 1 he Foreign Exchange 
Regulation Act, 1974 (FERA) prescribing n1axirnun1 C:;rcign shareholding 
for different kinds of enterprises., the annual reporting by enterprises has 
become increasingly unsatisfactory~ with the result that reasonably reliable 
data on outstanding foreign invest1nent have not becon1e available for the 
period subsequent to 1967 (The data for 1974-75 and 1975-76 could be 
finalised only recently, and were made available to the Deptt. of Economic 
Affairs in connection with the June meetings of the Parliamentary Consulta-
tive Committee~ the DEA were also provided at the san1e time more provision-
al estitnates for I 976-77 through 1979-80 indicative of broad trends in flows 
but not good indicators of outstanding amounts.) 

3. The FERA marks a watershed in the area of our foreign investment 
policy. As the dilution of foreign shareholding in accordance with the 
FERA provisions is now nearly completed, the present is, in my view, an 
appropriate time to organise a full census of the country's foreign assets 
and liabilities. Such a census would provide bench mark data for preparation 
of annual estimate' for suhsequent years. Accordingly, I have instructed 
ti~c Rank's Fcon<nnic Deplt. to conduct such a full.census with March 31,. 
1 lJ~> 1 as a rcfcrcnc<~ data, and con1pilc annual cstin1ates of foreign investment 
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n India thereafter drawing basically on the information av~ilable with the 
Bank's Exchange Control Department. 

With kind regards, 

'Shri R. Venkataraman, 
Finance Minister, 
GovernQlent of India, 
Ne\v Delhi. 

Recommendation 

Yours sincerely, 
Sd/-

(l.G. PATEL) 

Again the Con1mittee were informed that a Special Cell was created to 
·effectively tackte tax evasion by large industrial houses, but only a few foreign 
enterprises were assigned to it. J n respect of bulk of these cases of foreign 
companies, the Special Cell has had no role to play although the types of pro· 
blen1s in relation to these companies that have come before the Committee 
fron1 time to tin1e, as already pointed out, are problems which really require 
~extensive probes and in-depth studies. 

[S. No. 17 (para 2.29) of Appendix III of 28th Report (Seventh Lok 
Sabha)] 

Action Taken 

The observations of the Con1mittee are noted. 

(Approved by the Additional Secretary to the Govt. of India) 

{Ministry of Finance (Deptt. of Revenue), 0. M. F. No. 241/3/81-
A&PAC-11 dated 6th October, 1981] 



CHAPTERW 

RECOMMENDATIONS OR OBSERVATIONS' WHICH THE. 
COMMITTEE DO NOT DESIRE TO PURSUE IN THE LIGHT 

OF THE REPLIES RECEIVED FROM GOVERNMENT 

Recommendation 

The Committee, would in this connection, invite attention 't<.l the 
Income-tax assessment of IBM World l'rade Corporation, examined and 
commented upon by this Cotnmittee in their ]87th Report (5th Lok Sabha). 
In the said report it was pointed that this Company had furnished to the 
Income-tax Officer similar information in regard to Head-Office expenses 
and the Income-tax Officer had admitted the claim of the foreign company. 
When the mistake on the part of the lncon1e-tax Officer \vas pointed out by 
Audit and Public Accounts Comn1ittee, the past assessn1ents in respect of 
this company were reo.pened under section 147(a) of the Income-tax Act .. 
1961. The latest r~ply of the Ministry giving the reasons for reopening the 
·assessments in the case of IBM World Trading Corporation also ackno\v-
ledges that in the case of IBM itself, the question involved was similar to the' 
present case (International Computers) namely, the basis on which the 
Head Office expenses were apportioned as deductible against Indian Income. 
The Committee are, therefore, unable to appreciate the inconsistent view 
being canvassed by the Ministry that it is not possible to reopen the past 
assessments in the case of International C~omputers Ltd ... having reopened 
assessments under section l47(a) in the case of JBM under identical circunl-
stances a.s mentioned above. ~;,· · ...... 

[S. No. 3 (para 1.32) of Appendix Ill of 28th Report (Seventh Lok 
Sabha)} 

Action Taken 

The difference between the t\\'O cases of M/s. I.B.M. World Trade Cor-
poration and Mfs. International Computers Ltd. is that \\'hile the Internation-
al Computers Ltd. disclosed and discussed \vith the ITO the basis for appor-
tionment of Head Quarter expenses, the l.B.M. Wor1d Trade Corporation 
did not disclose the basis for such an apportionment. Consequentially, in 
the case of M/s. I.B.M·. World Trade Corporation, the Department could 
claim that there was an omission or failure on the part of the assessee to 
disclose fully and truly all material facts necessary for assessment while the 
Department could not clailn that any such omission or failure has taken place 
in the case of M/s. International Computers Ltd. Thus, though the issues 
involved in both the cases are apparently similar, the provisions of section 
147(a) cannot be applied to the case of Mfs. International Computers Ltd., 
while the provisions of the said section were invoked in the case of M/s. 
I.B.M. World Trade Corporation. 

16 
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(Approved by the Additional Secretary to the Govt. of India) 

[Ministry of ~inance (Deptt. ·of Revenue), 0. M. F. No. 241/3/81-
A&PAC-II dated 6th October, 1981] 

R~mmeodation 

As for the second limb of the basic justification i.e., the building-up of 
export potential, it has been admitted in evidence that during 1975-76 there 
was an outflow of foreign exchange of over Rs. 95 crores on account of 
profits/dividends, technical fees and interest payments alone. If account is 
also taken of the import of raw materials and equipment, it remains a 
matter for inquiry as to whether the working of these companies had 
contributed at all to the conservation of foreign. exchange resources of 
the eountry. 

[S. No. II (Para 2.23) of Appendix III of 28th Report (Seventh Lok 
Sabha)] 

Action Taken 

The Department of Economic Affairs have stated that the observation 
of the Committee has been noted. For -purposes of assessing the foreign 
exchange balance as a result of the working of the foreign companies the 
following will have to be taken into account: 

(a) The direct. effects in terms of outflow of foreign exchange by way 
of remittance on various accounts and imports; 

(b) The direct foreign exchange earnings made by foreign companies -
by their own exports; 

(c) The indirect effect by way of saving of foreign exchange in terms 
of import substitution. 

An aggregate study (supplied to· PAC during its sittings) undertaken by the 
Department of Company Affairs on the working of all branches and subsi-
diaries showed that on the whole there has been net favourable balance for 
the country. If \\e add to this the saving on account of import substitution 
the foreign exchange balance will be more favourable. It is also to be noted 
that since early 60s we have been having a highly restrictive policy in regard 
to foreign companies and do not allo\v them to operate except in priority 
areas. Prior to lndependence it \vas possible for many companies to enter 
the country for activities in low priority areas and equity levels of all these 
companies have been regulated under FERA guidelines to ensure that the 
remittance levels are commensurate with ·the areas of operations. There 
are only about 177 FERA companies today, i.e. companies with more than 
40% non-resident equity and all these are engaged in core sector activities. 
In International circles often the criticism is that we are having a highly 
restrictive system which inhibits further flow of foreign investment. 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Finance (Deptt. of Revenue), O.M.F. No. 241/3/81· 
A&PAC-11 dated 6th October, 1981] 
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Recommendation 
The specific cases that have come before the Committee from time to 

time are examples of abuse by the foreign companies as a result of com:-
placency on the part of the Ministry of Finance. In an earlier Report the 
Committee had pointed out the doubtful nature of scientific research in respect 
of which deductions in income tax assessments were claimed by a foreign 
company. The Committee had also occasion to comment on an irregular 
deduction of over Rs. 6 crores on account of discount charges which could not 
really be related to the Indian business. In the present case of M/s. International 
Computers, the same sort of irregularity has come before the Committee in 
respect of interest charges allowed \Vithout enquiring about their relation to 
the Indian business. In their earlier Reports the Committee drew attention to 
an almost total lack of control both by the taxation authorities, as well as 
the Reserve Bank of India about the claims made by these companies in res-
pect of Head Office expenses. As a result of the Committee's enquiries, it 
has now been reported that past assessments in a very large number of cases 
have been reopened involving atnounts in crores of rupees. It has also been 
reported that amendments to the law have been made and suitable executive 
instructions have been issued on the subject of Head Office expenses. The 
Committee are~ however, constrained to note that apart from reading to the 
specific irregularities pointed out by Audit or by the Committee there is 
little evidence of the Ministry itself showing the necessary initiative in these 
matters. 

[S. No. 13 (Para 2. 25) of Appendix III of 28th Report (Seventh Lok 
Sabha)] 

Action Taken 

Observations of the Committee have been noted. The Department of 
Economic Affairs have stated that as far as FERA is concerned, this pheno-
menon of Head Office expenses has ceased to have any significance since all 
trading, commercial or industrial activities can be allowed only through com-
panies incorporated in the country with specified levels of non-resident equity 
and no foreign company can act through branches. There will thus be no 
remittance towards share of Head Offi~ expenses. 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Finance (Deptt. of Revenuve), O.M.F.No. 241/3/81-A& 
PAC-II dated 6 October, 1981] 

Recommendation 
A reference was. made during evidence to the attempted evolution of a 

Code of Conduct for the transnational corporations by the Expert Committee 
of the United Nations. While the Cotnmittee welcome this development, they 
would like to emphasise that no such Code can be a substitute for our own 
effort. It is important that compliance with our laws, rules and procedures 
by these foreign companies i~ ensured by our own enforcement agencies and 
the laws, rules and procedures themselves are constantly reviewed and kept in 
tune with our pronounced policies and national objectives. The Committee 
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would strongly recommend creation of a separate Cell. preferably within the 
Ministry of Finance, in respect of the work of regulating the foreign capital 
in this country. Th)s focal point should oversee and collate the activities of 
all the enforcement agencies, collect relevant authentic and up-to-date data 
and other management enforcement and analyse and interpret such data and 

· such information and suggest remedial measures or modifications of the 
, existing control systems, wherever found necessary. It is only then that the 
type of failure shown by the fact that despite that lega1 requirement of the 
companies filing their annual accounts every year, the latest ffgures compiled 
by the Reserve Bank of India are stated to be upto the year 1973-74 only, can 
be remedied. The sectoral enforcement agencies .in Taxation, in Industrial 

· Licensing in Reserve Bank etc. should aH f)e fitted into this total frame work. 

[S. No. 18 (Para 2.30) of Appendix 111 of 28th Report (Seventh Lok 
Sabha)] 

Action Taken 

The Department of Economic Affairs have stated that the Investment 
Division of the D EA · js the special Division and the nodal agency which has 
been dealing with all matters connected with foreign investn1ent and opera-
tions of foreign companies. It has the requisite infortnation in most areas and 
every attempt is being made to up-date these and cover other areas. The 
problems connected \Vith compilation of investment data have been detailed 
in reply to item Nos. 2. 24 and 2. 32. This Division maintains close liaison with 
the Reserve Bank and is also directly connected with the Licensing Commi-
ttee in all its meetings. While this Division cannot have a direct role in regard 
to taxation due to practical, administrative and legal procedures, it main-
tains a close relation with the Foreign Tax Division of the C.B.D.T. on im-
portant policy matters. For all these reasons it is not necessary that a new or 
separate Cell needs to be created. 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Finance (Dcptt. of Revenve), 0. M. F. No. 241/3/81-A& , 
PAC-II dated 6 October, 1981] 



CHAPTER IV 
RECOMMENDATIONS OR OBSERVATIONS REPLIES TO WHICH. 

HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 
WHICH REQUIRE REITERATION 

Recorqmendation 
In this connection; the Committee note that during evidence in Septem- .. 

her, 1978 the representative of the Ministry of Finance admitted before the·. 
Committee that the statements made by the foreign company, on the basis. 
of which assessments were initially made, were "completely uncorroborated 
by any evidence", that these were not supported even by "a certificate from 
the London auditors'' and that Hthere \vas over charge of Head-office expensesn. 
The Ministry of Finance have, however, submitted before the Comn1ittee 
that no action could be taken under section 1 47(a) of the Income Tax Act. 
1961 to reopen the assessments in respect of the foreign con1pany for the 
period 1961-62 to 1971-72 as, in the opinion of the Governtnent, the Company 
had disclosed fully and truly all material facts necessary for assessment. The 
approximate loss of revenue on this account" according to the Ministry"s 
O\Vn calculations works out to Rs. 38 lakhs. Since the tnistake reveals pal~· 
able negligence on the part of the assessing and other supervisory officers., 
resulting in a sizeable loss of revenue~ the Committee recommend that the 
responsibility therefore should be fixed on the officers concerned and appro-
priate action should be taken against those .. responsible. 

[S. No. 2 (Para 1 . 31) of Appendix Ill of 28th Report (Seventh Lok 
Lok Sabha)] 

Action taken 

The reference to the representative of the Ministry of Finance in this 
para seems to be in respect of item 18 of the points arising out of the evidence 
held in September, 1978. The re1evan t extract of the iten1 18 and its rep I y 
are reproduced below:-

. lte1n 18: 

The Ministry have stated in their reply of 28th August, 1978, that 
in other countries where the non-resident company was itself performing 
the services which have been perfortned in India i.e. tnaintcnance of the 
machines and other services through its subsidiaries.. the expenses were 
reported to be roughly 55 per cent of the gross rental receipts in those coun-
tries. What is the basis for this staten1ent and what are the docu1nents the 
Ministry have relied upon in support of their reply to this effect ? Has this 
statement been certified by the foreign auditors of the company c! 

Reply: 
The basis for this ~tatement was the letter dated 15-5-63 frotn Shri 
L.C. Mehta, Secretary and Financial Adviser of the company add-
ressed to the ITO Com. Cir. IV (2) Bombay. The above mentioned 
letter does not appear to have been certified by the Company's foreign 
auditors. 

20 
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Therefore, the statement that the relevant letter was not certified by the 
Company's foreign auditor was made in the context of the statement that in 
other countries where the non-resident was its~lf performing the services 
which have been performed in .India i.e. tHe maintenance of the machines and 
other services, through its subsidiaries, the expenses were reported to be 
roughly 55% of the gross rental receipts in those countries. The statement 
was not in the context whether the cotnpany had disclosed fully and truly 
all material facts necessary for assessment. As regards the question whether 
the company had disclosed fully and truly all material facts necessary for 
assessment, the facts are that the assessment record for the assessment year 
1961-62 shows that the assessee company had filed a copy of the auditors 
certificate vide its letter dated 19th September, 1961 giving the schedule of 
Head Office expenses duly certified by M/s. Deloilte P1ender Griffinths & 
Co. C.As. of London. Thereafter, various other details were filed vide their 
letters dt. 7-9-62, 30-1-63, 15-5-63, 10-12-63 and 7-8-64. After considering 
all this evidence the ITO ~ccepted the assessee's basis of a11owance of Head 
Office expenses. The ITO has also recorded the following office note t~ 
th~ assess1nent order for assessment year 1961-1962:-

"The basis on which administrative expenses have been allowed 
is the same as in the past. The question of changing the basis for allow-
ing administrative expenses was discussed with the C.LT. and he 
has directed by his letter B.C. No. TV /321 (63/63) (2) dated 27-2-64 
that the old procedure which has been hitherto adopted does not require 
any revision. As such the basis for allowing administrative expenses 
has not been disturbed". 

It tnay also be mentioned that the company used to file the following 
statetnents every year: 

(i) Schedule of Head Office charges sho\\'ing broadly the major heads 
under which the head office expenses \\'ere incurred. Further details 
under each head and under various sub-heads were also supplied. 

(ii) A statement signed by the Company"s Chartered Accountant 
showing the analysis of expenses. Further, the statement filed showed 
the apportionment of head office expenses charged to India. 

These statements were accepted and the head office expenses w·ere allo\ved on 
the basis of the certificate of the Chartered Accountant. 

:1 n vie\\' of the facts discussed above, it appears that the assessee had 
disclosed al1 the material facts necessary for assessment. Since the deduction 
\Vas allowed after considering ail the facts, the withdrawal of the excess 
allowance of the Head Office expenses would amount to mere1y a change of 
opinion for \vhich Section I47(a) cannot be invoked. Thus there was no 
negligence on the part of the assessing and other supervisory officers and 
hence there is no need to fix the responsibility on any of the officers. 

This has the approv&l of Minister of Revenue and Expenditure. 

[Ministry of Finance (Oeptt. of Revenue) O.M. F.No. 241/1/3/81- A & 
PAC-II dated 27 November, 1981] 
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Recommendation 

The Committee observe in this connection that Inspecting Assistant 
Commissioner (Audit) had communicated, vide his letter dated 29th August, 
1977 to the Inspecting Assistant Commissioner of the Range concerned 
the approval of the Commissioner of Income-tax for re-opening of the 
assessments for the years 1961-62 to 1972-73 under Section 147(a) of the 
Income Tax Act for wrong allowance of Head Office expenses. The Commit-
tee find it baffling as to why no action on the lines suggested by the Com-
missioner was taken by the Comtnissioner incharge of the Range. It seems 
that the Ministry"s view that the old assesstnents could not be re-opened 
under Section l47(a) on the ground of excessive allowance of Head Office 
expenses .. is a belated attempt to justify the culpable inaction on the part of 
the Inspecting Assistant Commissioner concerned. The causes for inaction 
on the part of the Inspecting Assistant Commissioner concerned despite the 
clear direction of the Commissioner need to be thoroughly investigated 
especially \vith a view to finding out \Vhether .it was inter alia due to any undue 
:influence on the part of the 1nulti-national corporation. 

[S. No. 4 (Para 1. 33) of Appendix .III of 28th Report (Seventh Lok 
Sabha)] 

Action taken 

The above observations and recotntnendations of the PAC are based 
on the letter of I.A.C Audit addressed to Addl. A.G. Bombay, a copy of 
which was n1arked to lAC., Foreign Companies Range-l, Bombay along with 
recommendations for remedial action. Although in the letter addressed to 
Addl. A.G. the audit objection \Vas rejected but in the copy marked to the 
lAC., the lAC Audit v.'ith the approval of CIT recon11nended protective 
measures to be taken by Range lAC after scrutinising assessee's claim. vide 
his reply dated 3rd April, 1978 vide FCR-I/CTi517l/Auditf78-79, the then 
lAC, Foreign Cotnpanies Range-l had made the necessary scrutiny of 
assessee's claim and inforn1ed the lAC Audit that there was no ground for 
reopening of the assessment of earlier years for Head Office expenses. How-
ever, since the assessee had not offered for tax the sale proceeds of scrapped 
machines, the assessments could be reopened for assesstnent years i967-6X 
onwards which were .accordingly reopened. After the reply of the lAC Foreign 
Companies Range-l dated 3rd April, 1978" there is no Jetter on record indi-
cating any disagreetnent by the lAC Audit on the report of the lAC, FCR-1 
and therefore, there \Vas no reason for the lAC, FCR-1 to take further action 
for reopening the assessments for the assessment years 1961-62 to 1966-67 
which has now been objected to by the PAC. 

2. In view of the facts stated in preceding para, there was no inaction 
on the part of the Inspecting Assistant Commissioner concerned and, henc,e., 
no further action is necessary. 

3. This has the approval of Mjnister of Revenue & Expenditure. 

[Ministry of Finance (Deptt. of Revenue 0. M. F. No. 241/3/81-A & 
PAC-II dated 27 Noven1ber, 1981] 
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Recommendation 

It was admitted before the Con1mittee that the foreign company had 
not hired out any new machines to its Indian subsidiary after the assessment 
year 1968 .. 69 and that its business income in India fron1 the year 1969-70 
onwards had arisen out of the .existing machines already on hire in India. 
·vet .. the Committee find that during the period 1969-70 to 1974-75, a sum of 
Rs. 8. 76 Jakhs being the interest paid on loans raised by such foreign company 
has been included in the head office expenses and allowed as a deduction 
against Indian Income. Obviously, the loans raised by the company after 
1968 .. 69 were for the company~s world wide business activities and could 
not at a11 be related to the Indian Income, Interest, expenditure incurred by 
the head office., if directly related to the Indian business on revenue account 
would be a direct deductible expend.iture in its entirety. Head Office expenses 
arc, in fact, on1y those expenses which are incurred for composite business 
as such and, therefore, incapable of deduction without approtionment. The 
unjustified allowance of interest, deprived the revenue of tax to the extent of 
Rs. 6.20 lakhs. The Committee considers this as one more instance of neglig-
ence on the part of the assessing authorities which needs to be enquired into. 

The Con1n1ittee wo'uld like the Ministry of Finance to take suitable 
remedial action to recover the tax due from the assessee on this account 
under int~1nation to the Comrnittec. The question of issuing suitable instruc-
tions for future guidance may also be taken up. 

fS. No. 5 (Para 1.34) of Appendix ill of 28th Report (Seventh Lok 
Sabha)] 

Action taken 

The issue raised hy the Con11nittec has already been dealt in the assess-
nlent proceedings for A. '{~. 1972-73 to 1974-75 \vhich have been complct~:d. 
Asse~sn1cnts for A.Ys. 1 ~69-70 to I 971-72 will be cotnpieted during the curr-
ent 11nancial ye~ll· ~nd the point raised by the P .. t\C \viii be kept in vie\\'. 

(Approved by the Joint Secretary to the Govt. of India). 

[Ministry of Finance (Deptt. of Revenue) 0. M. f"'. No. 241/3/81- A & 
PAC-II dated 27 November, 1981] 

Recommendation 

Considering the nature, gravity and number of errors both of commis-
sion and omission noticed in this case, the Committee would urge that this 
case should be investigated thoroughly by the Special Cell of the Directorate 
of Inspection (Investigation) in conjunction with the other cases like that of 
the IBM World Trade Corporation. The Committee would like to be inform .. 
ed of the results of such investigations. 

[S. No. 6 (Para 1 .. 35) of Appendix III of 28th Report (Seventh Lok 
Sabha)l 
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Action Taken 

As recommended by the Committee, the Director of Inspection (Special 
Investigation) (as the Special Cell is now designated) has been assigned the 
-case of M/s. International Computers Ltd., U K. The results of investigation 
will be communicated to the Committee after investigation is cotnpleted. 

(Approved by the Additional Secretary to the Govt. of India} 

[Ministry of Finance (Deptt. of Revenue) O.M.F. No. 241/3/81 A& 
PA.C-11 dated 6 October, 1981.] 

Recommendation 
The primary weakness, in designing and enforcing adequate control 

mechanisms, seems to be three-fold. Firstly, the piecemeal solutions are 
sought to be found in the shape of ad-hoc amendments to various laws and . 
procedures, as and when certain specific irregularities are highlighted, without 
creating a machinery for a total and coordinated approach. Secondly, there 
is no system of building up management information and relevant as well 
as up-to-date data so as to design as well as monitor policy base<l: on concrete 
facts and figures. Thirdly, and most importantly, there seems to be a total 
and all pervasive lack of will, for whatever reasons, to regulate the opera-
tions of these foreign companies in tune with the pronounced policy 
objectives and national interests. 

[S.No 15 (para 2.27) of Appendix IJ of 28th Report (Seventh Lok 
Sabha)] 

Action taken 

These observations seems to be connected with the next recommendations. 
In fact, it appears that they are prefactory in nature and lead to the next 
recommendations. Hence these observations have been considered while 
replying the subsequent paras~ 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Finance Deptt. of Revenue of.M.F.No.241/3/81-A&PAC-ll 
~ dated 6 October, 1981] 

Recommendation 

In para 3.37 of their 187th Report (Fifth Lok S bha) the Committee 
bad occasion to point out the rather passive role pl~ yed by the Reserve Bank 
of India in connection with a vital m::ttter like the remittances ofl~~rge Lmounts 
~bro1d. During present evidence the Committee h~.~. ve come across glaring 
examples of laxity and inaction on the part of t~.x administrr tion. It is 
am::~zing that as many as 180 foreign companies, though borne on the Genera I 
Index Register of the Income-tax Department should have failed to file their 
lncom~ -tax returns for the year 1976-77 Although these companies have 
been operating all along, a sepJrate Foreign Tax Division was set up only 
in 1972. Thereafter also this Division has app1rently remrtined content 
with playing a p.1ssive role and b~ing s1tisfied merely with issuing certain 
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instructions from time to time. The Division has not taken on itself to 
·initiate studies on the proliferation of foreign capital, types of business on 
which it is engaged, the multifarious tax avoidance practices etc. 

In pursuanc~ of the recommendation made by the Committee, Govern-
ment had appointed a Group under the Ch;~irmanship of the Finance Secre-
tary to undert~ke a comprehensive review of the working of the Foreign Tax 
Division. The Committee were informed (October, 1975) that "the result 
of the review will be intim1ted to the Committee in due course". The 
Committee, howrver find that neither the report of the Group was furnished 
to it, nor were the Committee inforrned of the action taken by Government 
on the findings and recotnmendations of the Group. It is cbvious from the 
cases of wrong as~essments in respect of foreign companies being brought 
of the notice of the Committee by Audit from time to time that either no 
follo\v-up action was taken after the review, or such follow-up action had no 
effect 

[S.No. 16 (Para 2.28) of Appendix Ill of 28th Report) (Seventh Lok Sabha)] 

Action taken 

A report on ''Review of Foreign Tax Division" was submitted to PAC 
vide O.M.F. No.241/28/76-A&PAC-I dated the 8th November, 1976 in 
reply to the recommendation at para 1.26 of the 192nd Action Taken Report 
( 1975-76). A brief note on the functioning of the Foreign Tax Division is 
a ]so sent herewith (Annexure). 

(Approved by the Joint Secretary to the Govt. of India). 

[Ministry of Finance Deptt. of Revenue; O.'tvf.F.No.241/3j81-A&PAC-II 
p dated 6 October, 19811 

ANNEXURE 

Note on the functioning of Foreign Tax Division 

The Foreign Tax Division was set up in the Centr~l Board of Direct 
·Taxes towards the end of 1971 for h~1ndling the various items of work relating 
to income-tax assessments of foreign entet prises and their associated Indian 
concerns; negotiation of agreentents with other countries for avoidance of 
double taxation of income formuh~ tion of policy regr~rding intema tiona I 
income taxll tion; and for supervising gener~1_1ly the implementr tion of the 
various provisions of the income-tax Ia w in the sphere of "foreign tax~' in 
the field organisations, etc. 

2. The work a Uoca ted to the Foreign Tax Division can be broadly 
classified in three pBrts viz.('=~) Negotiation of Tax Treaties; (b) Technical 
work relating to assessments etc., and (c) legislative frame. 

A. Negotiation of Tax treaties 

2.1 One of the important spheres of work relating to Foreign Tax 
Division is the formulation of policy for fiscal relations with foreign countri 
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and the negotiatio.ns and administration of Double Taxation Avoidance 
Agreements. The importance of these treaties in the promotion of flow of 
trade, c1pital, techrJ.ology and personnel from one country to the other for 
accet~rlting economic and in·.iustri1l developm~nt h~s been recognised the 
world over. In fact, the United N~ltions h1ve evolved guidelines and techni-
que~ for ficilit'lting conclu~ion of tJx treaties between developed and deve-
loping countries. 

2.2 Bro 1d-b 1sed tax tre1 ties with foreign countries provide not tnere) y 
for the avoidance of double t1xation but also for exch·1nge of infortnation 
for the prevention of fi'c1l ev~lsionjavoidance-J feature which is of parti-
cul1r importance frotn Indi:t's point of view in con1b1ting tax evasion in 
transactions with international ramifications. 

2.3 The task of initiating such double taxation avoidance agreements 
was considerably activised after the Foreign Tux Division was set up. Since 
then comprehensivr agreem~nts with Belgiun1 and M 1laysia have been conclu-
ded and notified. Besides, limited agreements with Afgh1nist~~.n, Bulgaria, 
Ethiopia, Iran, It-:Jly, U.S.A., u·.s.S.R., G.D.R._, and Czechoslovakia have 
been concluded and notified. In the case of a few other countries, substantial 
progress in negoti:lting comprehensive/limited agreements has been n1ade and 
the agreements are in the process of further discussions und finalisation. 

2.4 The negotiations both for comrrehensive agreements as well as 
the limited ~greem~nts are ope·1ej with a ·p·lrticul !r country only after exa-
mining in detail the tr.1de an'j e~ono~nic dat~1 collected by the Foreign Tax 
Division from the v .1rious co:1cerned Mini-;trics. The revenue implications 
consistent with our tr-1de :1 nd econotnic interest a r~ also ex~unined and an 
attemnt m1de to ensure th1t the b1l1nce of advant~~gc \Vould be in our 
favour. 

B. Te~'h~ical work r~1ating to a~i~isnent~ etc. 
2.5 The seco:1j m ljor a rc:1 0f work in the Foreign T'ax Division r~t;, tc s 

to the :1ssessments of noa-resident enterprises and their ~1..ssociated Indian 
concerns. The ne~~d for p·trticip.l tion by way of finances and mndern tech-
no logy from foreig~1 sources in- the proces'i of industri~llis·;~ tion of the country 
and the v1rious tax incentives given in this field have consider~1 bly increased 
the itnlJQrt;lnce and cotnplcxity of the problems a rising in the t~tX~i tion of 
foreign concerns and the lndi~1n concerns associated with thcn1. A11 this 
necessit'.:l_tes th1 t the ~ ssessment work in this field should receive expert and 
intensive attention by the assssing officers. 

2.6 S::>J, 1fter th~ F0reig1. Tax Djvision \V~s constituted, steps were 
taken to c~:1trali'e foreign tax c-1ses with a few selected Income-t(~X Oft1ccrs 
in ecch Commissioner's ch1rge. This h1d been done to enable the Income-
t'lx Offi~ers to s~eci·=tlise in the probl~mli peculiar to these types of cases, 
Further, recently, jurisdiction for m~.king tax assessments in the cases _of 
foreign companies (with income over Rs. 5 hlkhs), their directors and sen1or 
executives has been assigned to Inspecting Assistant Commissioners so that 
these h:nh· rcY~nue potenth 1 cases can be handled more expertly by senior 
officers ;,ho have developed these specia lie skills. This would cover a 11 
the big multi-nationa] compnnies als ( 
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2.7 To improve the quality of assessment work, the Foreign Tax Divi-
sion had organised a training-cum-refresher course which covered most of the 
important topics in the field of foreign tax, viz., assessments in cases of techni-
cal coll.:iboration agreements, assessment of shipping profits, double taxation 
relief, assessment of agents of non-residents and of ·persons leaving India, 
foreign exchange control regulations, etc. 

2.8 Foreign Tax Division is also de~ ling with references relating to the 
following provisions of Income-tax Act, namely Sections 2(17), (iv), 2(30), 
5(2), 9, 10(4), 10(4A), 10(6), 10(7) (10(8), 10(9) 10(15) (iv), 21, 25, 40(a) (i) and 
(iii), 42, 44B 44C 440, 58(1) (a) (ii) & (iii), 58(3), 80-F, SON, 80-0, 80-R, 
80RR, 80-RRA, 90,91, 92,93, 115 A, 160(I)(i), 163, 172, 173, 174, 182(3), 
195,230, Rule 6 of the First Schedule to the Income-tax Act, 1961 and Rule 
10 of the lncome-ta x Rules, 1962. 

2.9 The Foreign Tax Division is also looking after the work of approval 
of agreements/terms and conditions of service for the purpose of relief under 
Sec.80-0 and 80-RRA respectively of the Income-tax Act. During the year 
1980-81 Foreign Tax Division disposed of 723 agreements under Sec. 80-0 
and 3501 terms and conditions of set vice under Sec. 80RRA. 

C. Legislative frame 
2. I 0 The Foreign Tax Division has ma.de severa I useful suggestions 

for amendment of tax laws in the sphere of international taxation. These 
suggestions have been mr~.de in the light of experience gained and the necessities 
of the situ'ltion. In this connection, special mention needs to be made of 
the ch 1 nges ~uggested for the ra tiona lisa tion 2nd simplification of the s~stem 
of .taxing certain types of income of non-residents. A beginning was made 
through the Finance Act, 1'975. when the procedure for the levy and collection 
of tax from non-resident shipping concerns was simplified and rationalised. 
Further, a number of amendments were made through the Finance Act, 1976, 
for ration a lising and simplifying the taxation ofroya lties. and fees for techni-
cal services in the hands of non-residents. A serious problem which was 
affecting not only our revenues but also foreign exchange resources viz .. ad-
missibility of head office expenses has also been solved by an amendment 
through the Finance Act, 1976. 

2.11 These changes have resulted in minimisation of disputes between 
the Income-tax authorities and the tax-payers and have removed most of the 
uncertainties which were prevalent regarding the ambit and extent of tax 
liability of foreigners thereby bringing about not only considerable adminis-
traive convenience and certainty oftax payable byassessees but also a quali-
tative improvement in the climate for foreign investment in India. 

3. The foreign Tax Division provided specific guidance in 73 cases during 
the calendar year, 1980. 

List of countries with which Double Taxation Avoidance Agreement 
has. been signed at the delegation level but has not been notified yet. 

(a) Comprebeoslve Agreemeats 
1. Italy 
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· 2.· Tanzania 
3. Za'mbia 
4. Singapore 
S. Sri Lanka 
6. U.K. 
7 .. Canada 
8. Libya 
9. Kenya 

\ 
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(b) Revision of the existing DTA Agreement 

1. Belgium 
2. Finland 
3. F.R.G. 

(c) Agreement restricted to Aircraft profits 

I. Kuwait 
2. Australia 

[Ministry of Finance (Deptt. of Rever.ue) O.M. No. 241 /3/81/-A&PAC-11 
· dated 6 October, 1981] 

Recommendation 

Within the Revenue Department again the role of Foreign Tax Division. 
as well as the Special Cell needs to be enlarged as well as streamlined. While 
the former should initiate the studies and_ provide active guidance to the 
field units, the latter should carry out investigq tions into at least the bigger 
cases of tax assessment of foreign companies with a view to providing necessary 
information to the assessing authorities on the one hand and the Foreign Tax 
Division on the other. 

' 
(S.No.19 (Para 2.31) of Appendix III of 28th Report (Seventh Lok ~abba)] 

Action Takeo 

Necessary action to enlarge and streamline the role of Foreign Tax 
Divisionaswellas the Special, Celland alsoto getthe biggercasesoftax 
assessments of foreign companies .. inveitigated by the Special Cell, is being 
, taken · 

(Approved by the Joint Secretary to the Govt. of India) 

[Ministry of Fil\ance (Deptt. of Revenue) O.M. F.No.241/3/81-A&PAC-II 
dated 6 October, 19811 



CHAPTERV 

RECOMMENDATIONS OR OBSERVATIONS IN RESPECT 
·OF WHICH GOVERNMENT HAVE FURNISHED 

INTERlM REPLIES 

· Retollllll8adation 
In para 1.55 of their S6th Report (Fourth Lok Sabha) the Committee 

had given expression to their impression that the mal-practices of over-
invoicing and under-invoicing of exports and imports had not been effectively 
checked. On the Committee's suggestion, Government had appointed a 
Study Team Qn leakage of foreign exchange through invoicing manipulation. 
Tbe recommendation of this Study Team resulted in a number of amendments 
to the Foreign Exchange Regulation Act, and the allied legislation. The 
effect of these amendments is not known and the problems, like transfer-
pricing, still continue to defy solution, as admitted by the Finance Secretar} 
in evidence. 

[S. No. 14 (Para 2.26) of appendix III of 28th Report (Seventh Lok 
Sabha)] 

Action Taken 
The Department of Economic Affairs have stated that as pointed out 

by the Committee, amendments were carried out in the FERA, 1974 and 
these were based on the recommendations of the Ka ul Committee. Powers 
were taken under the Act to regulate imports and exports. The effect of 
these amendments would have to be commented upon by the CJJEO and 
also by the Director of Enforcement, who have requested to indicate the 
same. 

(Approved by the Joint Secretal) to the Govt. of India) 
[Ministry of Finance (Deptt. of Revenue) O.M.F. No. 241/3/81-A & 

PAC-II dated 6 October, 1981] 

· Recommendatioo 
In particular, the Committee would like to be informed of the latest 

figures of the foreign investment together with its industry-wise break-up, 
the nature of the non-residential share holding, such as cash contribution, 
bonus shares etc., the remittances made abroad by the foreign comp£lnies 
under different categories, together with their export earnings. The Com-
mittee would also like to be informed of the progress in respect of the re-
opened assessments of all the foreign companies and the steps tc.ken to ensure 
that all these companies are brought on the General Index Register and all 
of them file their Income-tax returns. 

[S. No. 20 (para 2.32) of Appendix III of 28th Report (Seventh Lok 
Sabha)] 

29 
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Adloa ·Takea 
The Department of Economic Affairs have stated: 
(i) It has since been possible for the Reserve Bank to compile invest-

ment data for the period ending 1975-76 and make estimates of private long 
term capital ftows for the period ending 1978-79. Two statements are atta-
ched supplying the information (Annex¥res I and II). It is difficult to supply 
information about issue of bonus shares in an aggregate manner. This is 
because of Indianisation Scheme undertaken by many companies in terms of 
FERA directives. Specific information about any company could be given, 
if desired. 

(ii) Another statement (Annexure Ill) is attached showing the remit-
tances allowed under various categories for the latest available period. In 
the aggregate, the remittances on all account work out to 6.7% against the 
total outstanding foreign investment of Rs. 2,200 roundly. This percentage 
is not large consid~ring the average rate of return for all companies in the 
country. 

(iii) Data regarding export earnings of all FERA companies for the 
S years i.e. 1974 to 1978 as sent by Department of Economic Affairs is 
enclosed as Annexure V. 

2. As regards the progress in respect of 54 reopened assessments, 
necessary information is being collected and would be fvrnished shortly. 

(Approved by the Joint Secretary to the Govt. of India). 

(Ministry of FinaLce (Deptt. of Revenue) O.M.F. No. 241/3/81-A & 
PAC-II dated 6 October, 1981] 

NEw Dstm, 
March 8, 1982 
Phalguna 19, 1903 (s) 

SATISH AGARWAL 
Chairman 

Public Accounts Committee. 



ANNEXURE l 
State1nent I : Corporate Industrial and Commercial Enterprises: Lo11g-term Foreign Liabilitles 

(Rupees in crores) 

A~ at the end of March 1973-74 1974-75 1975·76 
"-·-··---~-' ---·---- • ----- r>- - -- --- - ~ ------ A-------·----- -- ---- -----------------
I. Direct lnvest1nent Capital (1 +-2) 912.8 973.0 956.1 

1. Net indebtedness of branches to their principals 
abroad 241.7 226.6 181.0 
No. of responding branches 23.1 230 219 

2. Controlling investment in foreign controlled 
rupee companies (Net) 671.1 746.4 775.1 

(i) Non-resident equity portion 335.5 350.1 352.6 
(ii) Reserves 335.6 396.3 422.5 

No. of responding companies 586 561 563 

II. Other Capital (I -1-2) . 1061.1 ) 136.0 1275.8 

l. Equity investment . 107.7 108.1 108.6 

2. Creditor liabilities 953.4 1027.9 1167.2 
(i) Loans 649.6 715.9 822.9 

(ii) Suppliers" credit 280.3 289.5 321.8 
(iii) lnvcshnent in debentures and preference 

shares 23.6 22.5 22.5 
Ill. Total liabilities (l-!-11) 1973.9 2109.0 2231.9 
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ANNEXURE lJ 
State111ent I I: Private U;Jng-tern1 Capital Flows 

(Rupees in Crores) 

1974-75 1975-76 1976-77 1977-78 1978-79 

1. Direct Investment .in Indian 
Cempanles and brancltes of 
foreign companies . 1.28 1.24 ·1.46 0.29 0.69 

2. Loans from officia 1 and other 
sources 31.46 32.66 51.66 6l.07 70.44 

3. Dis-investment in Indian Com-
panies and branches of foreign 
companie-s 6.52 15.19 21.96 7.54 13.55 

4. Re--payment of loans frotn offi-
cial and other sources . 54.63 71.69 86.40 81.27 82.68 

~. Net dis-investment (1-]). 5.24 13.95 20.50 7.25 12.86 

6. Net re-paym.nt of loans (2-4). 23.17 40.0) 34.74 20.20 12.24 

. Note: These details are given in the balance of payments statistics under capital Account.. 
The amounts represent the actual receipts recorded by the banks. Issue of shares etc 
against certain services provided by a non-resident would, therefore, be not covered 
by these data and actordinaly these data are partial to that extent 
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----- --------~--- ~------------ ---·----- --- ~ -

1 2 3 4 5 6 7 8 9 10 ll 12 
--- -~--~---------------- ----~-------------

1.969.70 1780 851 32 1 141 96 50 51 7 .. 132 3141 
1970-71-' . 2109 1677 88 2 149 104 58 69 II . . 81 43~3 

1971-72 2005 1211 94 8 131 137 67 59 9 .. 166 1887 
1972-73 2179 912 106 .7 201 182 81 38 10 .. 192 J~i)3 

1973-74 -. 1753 1251 90 10 113 250 101 26 13 .. 144 3551 
1974-75 1047 291 101 2 65 194 17 4 5 .. 120 1845 

1975-76 1321 451 82 5 156 312 12 24 5 .. 110 2484 
1976-77 2755 1150 107 II 179 311 55 21 53 .. 205 4847 
1977-78 2911 1892 213 13 196· 325 750 68 17 ... 403 6801 
1978-79 1570 350 123 2 142 143 12 71 62 .. 117 26~2 

(April-Sept. 78) 
Royaltifs 

1968-69 95 239 . . II 15 51 13 12 9 .. 33 478 w 
1969-70 Ill 276 17 48 59 10 . 9 12 38 580 ~ .. . . 
1970-71 160 171 2 22 44 68 16 6 16 .. 18 523 
1971-72 155 206 .. 22 28 86 19 15 19 . . 36 586 
1972-73 184 337 .. 17 40 87 . . 2 12 . . 54 733 
1973-74 102 :!08 4 27 51 Ill 2 .. 126 . . 90 621 
1974·75 107 242 5 12 34 130 . . .. 9 . . 307 .&46 
1975·76 172 425 14 22 99 163 4 2 67 .. 81 1049 
1976-77 128 400 9 25 69 1'}2 7 .. 39 . . 719 ~ -1588 
1977-78 164 276 I 68 62 114 41 3 25 .. 1196 1950 
1978-79 51 261 .. 91 17 55 . . 1 7 182 671 
(April-Sept. 78) 
Technical know-how 
1968·69 . 323 282 51 48 389 60 39 183 22 66 33~ 1797 
1969-70 275 315 39 71 46 Ill 43 86 67 118 124 1305 
1970-71 237 345 47 124 32 201 51 263 73 89 601 2063 --- -~ -- --- - ---- -~--~-------~--- -------- ----- --~- -~ ---------



1971-72 229 324 1.t 82 46 114 43 71 105 170 192 l39J 
1972-73 130 232 4 51 22 224 13 71 25 128 133 1133 
1973-74 156 179 8 133 52 146 11 64 50 497 1"'., -- 1403 
1974~75 195 173 15 109 44 191 II 65 17 305 131 1256 
1975 ... 76 275 287 13 170 112 353 315 288 163 11 514 2565 
1976;.77 431 1464 78 81 111 854 84 131 78 23 4:+5 3 73J 
1977-78 147 675 182 164 120 743 4 361 112 2 ~O+ 2814 
1978-79 .. 233 1:!42 106 95 74 329 3 73 74 .. so 2289 
(April-Sept. 78) 

Interest Payn1ent by Prirote Sector 

1968-69 171 194 9 58 6 162 22 2 11 28 610 1273 
1969-'70 . . 108 169 8 50 8 48 35 1 .. . . 501 9286 
1970-71 321 398 10 15 14 71 28 .. . . . . 423 1280 w 

(.A 

1971-72 317 216 3 10 13 88 22 .. 61 . . 433 1213 
1972-73 364 407 2 7 4 196 14 .. 2 . . 56+ 1560 
1973-74 329 332 2 II 16 227 25 2 2 • 0 681 1627 
1974-75 2384 270 6 4 70 132 9 1 1 • 0 793 3670 
1975-76 337 538 .. 7 J3 245 44 . . . . . . 1261 2465 
1976-77 320 705 28 :'() 19 172 10 .. 1 . . 1200 2511 
1977-78 298 861 42 I 39 120 3 .. . . . . 973 2270 
1978-79 127 1189 26 4 74 137 9 .. . . . . 712 . 2278 
(April-Sept. 78) 

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

• In case of Oil Companies the figures included relate to ren1ittable Jiabil ities and not actual ramittances. 



ANNRX 

E-rports and Imports by Fera cotnpanie.t (i.e. thost' which app/it'd for pt'rn1is.~ion under .Jtection 

s. 
No. 

Name of the Company 

1. Audco India Ltd., Bombay 
2. Asbestos Cement Ltd., New 

Delhi 
3. Arrora Matthey Ltd., Calcutta 
4. Alkali & Chemica1 Corporation 

of India Ltd., Calcutta . 
5. Associated Bearing Co. Ltd .. 

1974 

Exports Imports 

81,859 6,88,748 

23,18.804 6, II ,685 
X X 

5,87,771 1,90,97.936 

Bombay 222,77,228 
6. Atic Industries Ltd., Atul 94,56,570 63.78. t 76 
7. Asnew Drums Ltd., Bombay x x 
8. Ashok Leyland Ltd.. ~1adras . x x 
9. Abbot Laboratories (I) Pvt. Ltd. 

Bombay x x 
10. A.K. Investments Ltd., Madras x x 
11. Angus Co. Ltd., Calcutta x x 
12. The Assan1 Co. (India) Ltd., 

Calcutta 
13. The Assam Frontier Tea Ltd., 

X X 

c·alcutta x x 
14. Brakes India Ltd., Madras 17,74.5R2 38.R1.~51 

15. Bayer India Ltd., Bon1bay 44.51.42~ :!77.~7.412 

16. Bellis & Marcom (I) Ltd., Cal· 
cutta x x 

17. Bengal Linn Industria' Furnace 
Ltd., Calcutta 

18. Burroughs WeHcome & Co. 
Pvt. Ltd., Bombay 14.22.R91 14.34,471 

J 9. Dr. Bock & c:o. (India) Ltd .. 
Poona 226.RR.669 103,40~09 

20. Buck.au Wolf New India Engi-
neering Works Ltd., Poona 10.58.771 59,80,940 

• 21. Bakelite Hvlam Ltd., Sccundra-
bad . X X 

22. BASf (India) Ltd., Bombay 10,86,207 17,96,421 
23. Boots (~o. (india) Ltd., Bon1bay 22,48,585 59,85,543 

1975 

Exports Imports 

88,59~381 3,31,101 

20,68,161 69. t 96 
X X 

56,26,105 1.47.49.J 16 

5,57' 7 3 3 397.93,695 
83.57.688 61,16.614 

X X 

X X 

X X 

X X 

X 

X X 

17.09.867 9657,4HO 
24.57.551 543, 79,02S 

X X 

9 .. 24.057 121.SR, 160 

54,69,673 55,01,080 

X X 

35,181 19,12,391 
39,53,994 100,78,976 

----~----~· .. -- -·-.....---·-' _____ . ...,._._,....._ ____ ~ ... -..-------· .. -- . ...-- -...-......... _._ .. __ •"-· ._ .... -··-· ·;-
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UREIY 

29, Fera and in which t1te Non-resident interest Is prese11tly 1nore than 40 ~~) 

(A·mount in Rtrpees) 
- ~------ -· ...... ~------,-

1976 1977 1978 -----------Exports ltnports Exports Imports Exports Imports 

62,52,624 5,82,318 21,62.437 14,21,297 46,88,681 15, II, 762 

167,32,617 69,59,525 141,28,105 43.49.680 100,62,288 50,99,048 
X X X X X X 

44,20,302 299,18,146 38,36,508 179,12,032 4,23,708 382,58.~31 

2,38,326 367,94.192 8,83.624 . 399,96,756 II ,47,525* 202,81,056 
101,97,867 75,51,507 70,01.RRO 1 '17.17,002 166,40,493 108,70.411 

X X X X X X 

X X 158,52J)()(} 157.34.000* X X 

X X X X X X 

X X X X X X 

X X X X X X 

X X X X X X 

X X X X X X 

48,68.899 31,62,499* 55,76,648 X 69,77,236 86,14,235 
17,42,687 386,53,590 38,80,506 465,80,994 33,37,957 941,09,958 

X X X X X '( 

29,084 

23,99,~91 139,82,740 62,44,622 20~,50,109 14,31,445* 74,52,961• 

J66,14,640 138,85.462 316,19,494 I H7,H2,406 290,86,442 186,S0,241 

. 62,77.338 6,51,013 12.95.977 7,21,644 S6.~9,942 16,96,057 

X X X X X X 

2,00,202 59,56.946 ~ .. 66.60-J 52.92 .. ~2S 18,26,272 80;74 .. 9fH 
32 .. 45.906 11 :!,34.568 43.40.01 ~ 130.47,562 49,10.714 rs2.03.029 

-- ·~---~-- ~- . 

37 
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'·-----"··"--------""'_'_" ________ _ 
Sl. 
No. 

Name of the Company 1974 197S _________ ..._... __ __.... ____________ _ 
Exports Imports Exports · Imports 

24. The Jorehaut Tea Co. Ltd. 105,14,856 99,67,377 
25. Ciba Geighy of India Ltd., Bom-

bay 30,36,113 180,40,935 19.15,297 200,65.466 
26. Chloride 1 ndia Ltd .• Calcutta 159,08,981 58,05,631 215,62,327 165,71,649 
27. Co1ninco Binani Zinc Ltd., 

· Bon1bay 9,53,843 166,24,980 627,47,426 
28. Consolidated Pnau1natic Tool 

Co. (Jndia) Ltd .. Bombay 27,33,343 
29. Chen1icals & Fibres of India 

Ltd., Bombay 26,44,849 
30. Carborundun1 Unive~la Ltd., 

Madras 49,65,314 
J I. Cynatnid India Ltd., Bomhay 22,63,960 
~2. Coron1ondal Fertilisers Ltd .• 

Sccundcra bad 
33. C.E. Fulford (India) Pvt .• L1d .• 

Bon1hay 26,63,454 
34. Ccat Tyres of India, Bosnbay 237,88,190 
35. C.A. Williner & (~o. Pvt. Ltd., 

Bangalore x 
36. The Calcutta Electric Supply 

Corporation (India) Ltd., 
Calcutta 

37. C.W.S. (India) Ltd. Cochin x 

38. Cemindia (,ompany Ltd., 
Bombay 

39. Dasgcr Forst Tools Ltd. Thana x 
40. Dcwarance Macneill & Co .. 

Ltd. Calcutta x 
41. Dunlop India Ltd., Calcutta 319,92,255 
42. Drayton Greaves Ltd. Bombay 
43. Doon1 Dooma lndia Ltd., 

Calcutta 212.89,650 
44. Darjeeling Plantation Jndus-

tries Ltd .• Calcutta . x 
45. Electric Lan1p Manufacturtts 

(Pvt.) Ltd., Calcutta x 
46. E. Hill & Co. Pvt. Ltd., Mirza-

pur 204,64,209 
47. English Electric Co. of India 

Ltd., Madras 17.04,133 
4R. E. Merck (lndia) Pvt. Ltd., 

Bombay x 
49. Ennore Foundries Ltd. Madras 

1,77,682 

6,72,649 

92.49,063 
72,02,524 

113,36,020 

30,83,2 t3 
121,01,069 

X 

95,61:! 
X 

67,535 
X 

X 

388,47,371 
48,491 

94,95,465 

91,440 

67,24,340 
24,36,309 

14,22,645 
190,64,991 

X 

X 

X 

X 

X 

X 

X 

1,40,235 

2,29,547 

72,56,193 
52,04,075 

6R,47,933 

31,85,117 
93,63,065 

X 

X 

X 

~9,057 

X 

X 

X 

7,911 

X 

X X X 

X X X 

54,910 193,35,580 81,460 

32,05,696 3,44,718 49,89,115 
X 

X X. 

1,96,766 2,82,89 
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(Amount in Rupees) 

1976 1977 1978 
~---·---- ------· 

---Exports Imports Exports Imports Exports Imports 
-------

5~.35,997 1 ~1 ,62,928 48,96,583* 

37,23,022 95,48,517 13,29,1 T6 229,98,922 61,69,580 384,08,232 

338J2,086 130,87,114 408,79,389 98,69,990 236,34,145* 72,14,141• 

800,51,053 326,61,986 468,20,442 

65,~7,505 81,078 31,47,740 87,185 39,57,850* 92,94* 

17,62,782 3,02,64,486 1,34,765 128,65,623 91,18,513 

~7,21,429 40,15,191 * 91,61,242 X X 12,50,573* 

21,38,769 62,07,875 13,03,271 69,45,315 17,06,652 104,34,694 
30,00,787 32,93,740 59,97,375 

34,46,163 37,36,617 20,04,430• 33,92,068* 17,96,::83 88,16,935 
341,51,055 76,75,024 567,42,855 142,73,872 537,05,440 449,94,178 

X X X X X X 

X X X X X X 

X X X X X X 

11,94,038 8,30,050 2,59,763 6,91,593 
X X X X X X 

X X X X X X 

X X X X X X 

X X X X X X 

X X X X X X 

X X X X X X 

84,08,643 220,68,382 78,245 379,95,943 

64,(.1,585 19,99,952 31,23,989 15,99,880 75,54,694 

X X X X X X 
X X 6,64,889 1,10,894 ~X X 

34 LSS/81-S 



SL Name of the Company 
No. 

50. The ElM CO KCP Ltd., Madras 
St. Eyre Smelting Pvt. Ltd., 

Calcutta . . . • 

40 

1974 

Exports 

X 

52. Empire Plantations (India) Ltd., 
.· Calcutta . . . . 54,65,678 

1975 

Imports Exports Imports 

X X X 

76,184 3,88,176 . 

X X 

53. Everest Tea Co. Ltd., Calcutta x x x x 
54. Flcnder Macneil Gears Ltd., 

Calcutta . . . • 34,172 13,63,192 36,219 96,781 
SS. Frick India Ltd., Faridabad x x x x 
56. Bombay Tyres International 

Co. Ltd., Bombay . x x x x 
S7. Fibreglass Pilkington Ltd., 

Bombay . . 9,80,696 45,61,632 394,02,891 1,99,446 
S8. Allied Industrial Technology 

Pvt. Ltd .• Ahmedabad . . x x x x 
S9. Gedore Tools (India) Pvt. Ltd., 

New DeihL . . . . 572,79,566 55,83,341 677,00,668 56,65,949 
60. Groy Beckert (India.) Ltd., 

Chandigarh • • . . 20,70,299 
61. Guest Keen Williams Ltd., 

Hus. 188,41,755 
62. Gl. Electric Co. India Ltd. . x 
63. Gontermann Peipers (India) 

Ltd., Calcutta 'x 
64. Greaves Foseco Ltd., Bombay 23,93,857 
6S. Grindwell Norton Ltd., Bom-

bay x 

27,85,497 30,16,942 

96,18,630 261,14,158 
X X 

X X 
6,03,638 16,95,434 

X X 

23,16,416 

64,14,900 
X 

X 

3,99,963 

" 
66. Goodyear India Ltd., New 

Delhi • 128,06,929 101,46,313 34,48,829 95,38,184 
67. Glaxo Laboratories. (India) 

Ltd., Bombay 23,02,251 22,91,177 36,83,590 25,82,793 

68. Greaves Dransfield Ltd., Bom-
bay 

'9. Cannon Morton Metals Dia-
mond Dies Ltd., Bombay 

6,36,359 1,68,938 

70. Garg Associates Pvt. Ltd., 
Ghasiabad • X X X X 

11. Goodricke Group Ltd .• Cal· 
cutta • X X X X 

12. George Williamson (Assam) 
Ltd., Calcutta • • • X X X X 

73. Hindustan Forodo Ltd., Bom· .:-, 18,456 l04,76 QQA bay 55,76,061 102,74,934 u., t7, 

74. HoJman Cimax Manufactur· ina Ltd., Calcutta 3,626 4,385 3,16,952 18,715 
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(Amount in Rupees) 

1976 1977 1978 

Exports Imports Exports Imports Exports Imports 

X X X X X X 

4,68,196 4,09,229 X X 

X X X X X X 

X X X X X X 

12,368 1,64,191 X X " X 

X X X X X X 

X X X X " X 

22,98,162 2,42,992 63,39,99~· 15,78,059 44,21,397 42,80.763 

•x X X X X X 

. •981,90,062 17 .. 61.617 1069,05,363 lSSS,29.974 48,32,378 

32,10,373 • 37,87,673 30,96,646 17,92,142 26,61,14S 41,62,780 

243,57,495 96,61,287 143,36,287 98,38,940* 130,42,108* 
X v X X X X 

:X X X X X X 

4,34,118 2,83,647 5,84,428 8,01,385 5,26,911 12,43,235 

126,17,684 17,S4,297 75,72,606 16,82,193 74,95,469 25,38,989 

X X X X 242 ,15,380 187.2,6,605 

161,96,188 141,77,114 S2,Qg_367 170,66,954 14,54,497 99,27,908 

3,S3,348 2_45,778 2,71,161 

X 

X X X 

X " X X 

63,04,462 191,74,019 76,71,78S 24J,SS,797 95,39,331 250,34,838 

X X X X X 
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Sl. Name of the Company 
No. 

1974 1975 
~--------~-

Exports Imports Exports Imports 
-----------

15. Hein Lehman (I) Ltd., CaJ .. 
CUtta . • r X X X X 

76. Hoogly Ink Co. Ltd., Calcutta 17,675 
77 .. Hoechst Pharmaceuticals Ltd., 

Bombay - . • . . 68,94,001 84,76.,901 109,16,373 195,36,454 
78. 11industan Pilkington Glass 

Works Ltd., Calcutta . . 
79. Herdilla Chemicals Ltd., Bon1-

bay . . . • . 
80. Hindus tan Lever Ltd., Bombay 
81. Hindustan Gum & Chemicals 

Ltd., Bhiwani 
82. Hi-Bred (India) Pvt. Ltd., Ne\\' 

Delhi . . . . . 

X X X 

3,10,774 
379,04,417 175,68,174 1210,71,213 

376,14.721 1,98,551 354,59,258 

X X 

83. Hindustan Dorr-Qliver Ltd. 19.,52.~33 37,32,286 

X 

12,80,796 
230,64,824 

5,20,584 

X 

84. Indian Gum Industries Ltd., 
Bombay 197,76,010 12,60,253 98,50,018 24,66,933 

85. Indian Alwninium Co. Ltd., 
Calcutta 43,92,176 

86. Indian Card Clothing Co. Ltd., 
Poona 1,17,023 

87. Indian Explosive Ltd., Cal-
cutta 53,85,515 

88. Ingersoll-Rand (India) Pvt. 
Ltd., Bombay 47,41,528 

89. lndabrator Ltd., Bombay 
90. lndofil Chemicals Ltd., Bom-

bay 3,24,225 
91. India Foils Ltd., Calcutta 28,32,168 
92. J. Stone & Co. (India) Ltd., 

Calcutta [now Stoneplatt Elec-
trical (I) Ltd.] . . • x 

93. Johnson & Johnson Ltd., Bom-
bay 36,96.209 

94. Jai Electronic Industries PVt. 
Ltd., Nasik: . 

95. Jhunjhunwala Jarvis Ltd., 
Bombay 

96. J okai (India) Ltd., Calcutta 
97. K.S.B. Pumps Ltd., Bombay • 
98. Kanthal India Ltd., Calcutta • 
99. Kirloskar Cummins Ltd., 

Poona 

317,24,130• 
5,90,307 

X 

133,39,275 

46,83,653 

50,87,638 

55,35,238 
4,49,880 

53,88,335 
10,60,857 

X 

8,30,438 

32,158 
X 

178,55,834 
13,908 

62,64,845 

16,54,760 

1,72,802 

37,25,337 

47,49,736 
2,59,390 

13,34,560 
42,26,303 

46,84,133 

509,02,254 
3,94,386 

X 

106,29,579 
289,54,436 

82,92,430 

93,25,509 

40,87,883 

123,91,770 

37,58,667 
1,43,905 

61,19,851 
12,26,140 

9,43,444 

8,00.322 

227,32,632 
X 

65,55,144 
JOO. Kerala Balers Ltd., Kerala 
101. Lucas T.v.s. Ltd., Madras • ------------------------------------------

105,36,906 
270,10,629 
28,4S,098 
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(Amount in Rupees) 
--·-

1976 1977 1978 

Exports Imports Exports Imports Exports Imports 

fx X X X X X 

X X X X 

1S7,22,395 127,23,083 135,73,373 152,81,922 206,41,t67 138,68,759 ---
X X X X X X 

20,84,508 164,06,059 76,21,785 
1651,48,130 195,09,781 1156,53,755 24,25,607 X X 

498,58,921 2,2J,R82 669'188,439 J 6,78,1 09 724,9650~ 2,53,812 

X ~X X X X X 

X fx 14,78,616 40,272 X X 

219,19,346 J9,4R, 123 233,45, 1X2 )5,95,811 233,60,981 32,69,122 

1061 ,~2,823 126,1 J ,899 372,72.f09 12L~03'70 171 ,~0):'5 1:4,41 ~0'70 

1,07,213 19,07,374 62,966 7 ,3.3,555 10,686 5,24,033 

77,70,6~9 143,79.145 117,89,617 123,07,973 96,47,721 151,77,345 

37,69,161 6~,08,799 54,32.144 51,96,621 110,45,705 99,79,768 
1,71 ,H96 2,93.523 13,710 1,45,174 74,672 

5,94,653 76,05,557 l ,35,093 74,18,732 5,51,842 61,12,163 
57,S5,594 18,34,314 66,56,4:!7 3 7,01,036 72,97,909 ~0,04,826 

X X !x X X X 

3~.,89,840 6~X4, 198 41,35,078 14,67,33$ ss,ss,7go 49,00,856 

J 8,173 36,:!JO J, 12,944* 
• 

9,38 "1) 6 523,59,397 X X 

l2,R2,555 5,64.,927 28,30,751 19,53,194 25,82,32~* 18,44,161* 
X X X X X X 

208,78,806 175,70,456 244,97,220 233,50,841 123,03,020 33::,E6~3i4 

340,89,291 308,72,238 337,45,915 
72,66_394 66,82,777 64,87,392 57 ~47,928 81,43,189 131,62,091 

--- ~ -~ ·--·- .. - ~- ------ ------. .. .A•--.-.-- ·-·-------



Sl.. Name of the Company 

102. L.M. Van Mopped Diamond 
Tools~ Ltd •• Coonoor • 

103. Lurai India Co. Pvt. Ltd., New 
Delhi . . 

104. Maachemeijer Aromatics (I) 
Pvt. Ltd., Madras • 

1 OS. Molivs of India Ltd., Mobali 
106. Monsanto Chemicals of India 

Pvt. Ltd., Bombay 
107. Motor Industries Co. Ltd., 

Banplore • 
108. Mahindra Sintered Products 

Ltd., Poona . 
109. Merck, Sharp & Dohme of 

India Ltd. • • . . 
110. Madras Fertilizers Ltd., Mad-

ras 
111. May & Baker (India) Pvt. Ltd., 

Calcutta 
112. Malcha Properties Ltd., Cal-

cutta • 
113. Makum Tea Co. (India) Ltd., 

Margherita . 
114. Mysore Chipboards Ltd., My-

sore . 
115. The Majuli Tea Co. (India) 

Ltd., Cal. 
116. Malayalam Plantations (Jn-

dia) Ltd., Cal. 
111. Moran Tea Co. (I) Ltd., Cal. 
118. Mcleod Russell (I) Ltd ... Cal. . 
119. Nowrosjec Wadia & Sons (P) 

Ud.,Bombay 
120. Nevella Wadia Pvt. Ltd., Bom-

bay 
121. NGEF-AEG Engineering Co. 

Ltd., Bangalore 
122. Namdang Tea Co. (India) Ltd., 

Assam 
123. 0/E{N India Ltd., Cochin •. 
124. Oil India Ltd., Calcutta 
125. Organon (India) Ltd. Calcutta 
126. Otis Elevator Co. ·(I) Ltd., 

Bombay 
127. Porritts & Spencer (Asia) Ltd., 

New Delhi 
128. Parke Davis (India) Ltd., Bom-

bay 
129. Pfizer Ltd., Bombay 

130. Pashtany Tejaraty Co. 
(India) Pvt. Ltd., Amritsar 

44 

Bxpo.rts 

X 

X 

X 

X 

720,71,821 

12,76,409 

37,93,188 

X 

X 

120,34,R42 

X 

X 

21 ,82,0:! 1 
X 

X 

X 

X 

13,080 

l 00,71,328 
5,886 

15,97 ,5:!9 

X 

13,88,237 
47,59,628 

X 

1974 

Imports 

7,23,364 

X 

X 
X 

X 

484,01,413 

15,15,427 

20,95,247 

X 

2,25 '169 

X 

X 

X 

X 

X 

X 

13,45,6M5 
247,56,743 

1,85,811 

8,67,219 

X 

30,18,694 
42,24,980 

X 

Exports 

X 

X 

X 

X 

900,51,146 

9,15,081 

15,36,454 

X 

49,52,105 

X 

147,92,426 

X 

X 

43,19,866 
X 

X 

X 

132,22,R7 J 
2,681 

40,29,739* 

51 ,R2,168 

X 

7,60,082 
66,42,5 15 

X 

1915 

Imports 

2,45,265• 

X 

X 
X 

X 

240,05,581 

11,02,514 

56,15,294 

X 

5,55,032 

X 

X 

X 

X 

X 
X 

X 

X 

20,27,753 
735,07,065 

2,85,548• 

10,95,814 

X 

44,87,107 
34,71,50 8 

X 
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(Am<1U'Jt in Rupees) 

1976 1977 1978 ---------- __.__........_.....,_ - ---__. __._.... __...., _ _ ...,_. ___ 
Exports Imports Exports lmilorts Exporb Imports 

X 
13,87,637 6,11,189 

X X X X X X 

X X X X X X 
·x X X X X X 

X X X X X X 

139,06,451 371,68,713 143<_,,97,076 476,27,373 1493,7? ,380 507,17,203 

1 0,63, 787 22,69,436 19,99,841 26,08,036 16,15,482 22,78,260 

11,20,110 1,34,185 15,60,886 69,200 76,968* 43,06,036• 

X X X X X X 

45,68,9] 1 6,11,~00 55,89,709 5.99,416 42,24.510 80,970 

X X ~ X X X 

144,95,3:!:! :!.f9 ;27 ,443 X X 

X X X X X X 

X X X X X X 

95,15,446 5,409 113,06,589* 86.23,165 13,200 
X X X X X X 
X X X X X X 

X .\ X X X X 

X X X l. X X 

33,55,178 

141,32.915 :!16,47,490 rx X 
16,204 22.57,408 1.5,997 21,90,940 1,02,272 29,25,494 

454.08,274 615,45.595 459,81.219 
X X 26,90,568 22,45,057 7,76,525 37,24,883 

44,88.759 7,67,734 67,92,271 17,05~093 78,24.899 11,06,076 

X X X (x X X 

30,01,022 51950.036 8,37,994 39,46,676 14,97,878 51,74,090 
59,78,651 63,05,717 74,69,687 46,91,339 25,72,386 54,74,010 

X X X X X X 
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Sl. 
No. 

Name of the comp~!ny 1974 1975 

Exports Imports Exports 

131. Plasser (India) Ltd., New Delhi x x x 
132. R.H .. Windsor (I) Ltd., Bombay 20,76,657 9,38,693 26,85,909 
133. Reichhold L.1lemica1s (Indiu) 

Ltd., Madras x x x 
134. Poche Products Ltd., Bombay 7..37, 107 65,20,252 
135. Richardson Hindusta n Ltd., 

Bombay 27.42.464 4,69,102 30,40.256 
-136. Reyrollo Burn Ltd., Howrah x x x 
137. S1:1nda.ram Clayton Ltd .• Madras 25,66~655 19.16. 787 
138. Spirax Marshall Ltd .• ·Poona 
139. Sonapathy Whitley (P) Ltd., 

Bangnlorc 
140. Saurashtr~ Cen1ent & Chenli-

cal In~ohbtri\;s LtJ., Ranava v 
141. S.F. India Ltd .. Calcutta 
14~. S~a Go:l Pvt. Ltd .. Goa. 
143. Sandvik Asia Ltd .• Poona 
144. Singlo (l11dia) Tea Co. Ltd. 

Calcutta 
145. Stewart Holl (India} Ltd., 

Calcutta 
146. Schroder Scovill Duncan Ltd. 

Bombay 
147. Siemens India Ltd., Bombjy 
148. Sansar Machines Ltd., New 

Delhi . 
149. Sandoz (India) Ltd., Bomb.ty 
ISO. Trib\!ni Tissue~ Ltd., Calcutta 
151. Tractor & Farm Equipn1ent 

Ltd., Madras 
152. Tractor Engineers Ltd.~ Bon1bay 
153. Tullis Woodroffe & Co. Ltd., 

Madras 
154. Tata, Dilworth, Secord Mc~~g

her & Associ a tcs, Bombay 
155. Tea Estates India Pvt. Ltd .. 

Coonoor 
156. Tata Engineering lndia Ltd., 

New- Delhi 
157. Union Carbide India Ltd., 

Calcutta 
158. Uni-Sankya Ltd., Hydera bad 

X 

X 

84,45.486 

40,01.5R7 

X 

12~96,02.3 

305,69,439 

X 

218,44.30~ 

173.44.281 

X 

X 

X 

8~.80,0~ 

X 

X 

77,61.250 

X 

186,98,505 
45,29,050 

5.286 258,00,28S 
21,87, 746 

44.51 J 

X X 

1,99,788 

X X 

X X 

X X 

X 

br).5 j .4f)X 

60.4?.400 

X 

9.58,922 

467,63,584 

X 

178,28,2R6 
1 8 1. :!J .(/) 2 

9.022 

X 

1,36,724 

X 

X 

Imports 

X 

1,10,909 

X 

57,45,204 

4,60,66[ 

X 

21.13.400 

X 

X 

9S,q2.~9~ 

\ 

312,39,60S 

7rl.7Q.95J 

41 1.0~.134 
45.78.174 

X 

X 

X 
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------ ---~ ---------
1976 1977 l978 

~------ .. ......--- ____ .. ___....._ 

Exports Imports Exports Imports Exporb Imports 

X X X X X ')( 

32,92,178 4,02,55S 13,96,173* 36,700* X X 

X X X " X X 

13,73,982 80,90,055 24,73,975 197,61.442 14,04.549 177,55~549 

14,02,128 5,60,347 7.68.3~.:_"~ ~~.95,5:,.2 L\99,701 ],63,736 
X X .X X X X 

lfl.21,199 54,60,036 l9,4SJ67 ~0.59 J(>(; 4b.4S,413 30,S5,321 
22J05 29,08X 40,476 

2.4~-;..; ~.749 2 .. 4).1 n7.S7,965 

:\ \. X X \ X 

\ .\ \ X \ X 

.\ ~- \ .\ X X X 

55,(){1, 750 II ~-(>5. ~ )') S-l,O ~.60) _,(.,~.()~.0') 7 32.i3.tl:"}1 * I 57,60,890* 

X \. \ .'\ X 

X \ \ X \ X 

l2.,07.4XS \ :.6. 59 ,44-+ \ 10.1~.7;;\6 6,60,699 
246.55,H18 1-l.5.9-l,569 .149,27,450 I 29,5\XJO ·+57.4 J .291 123.21,839 

\. " \ :\. \. X 

291.51.:!3() 35XJ3.70~ ~72,<>5.5~~7 4~5.59,789 1 ~6.~6 .. ~~ l 670.~4, 161 
166,54.177 ~7.17.73:' 16-1..25,285 11~.41,615 X X 

1.0).691" \ .~.!P.6S7 X 43.43.695* 
2(>. I .f. 2K.) 13,7:\.365 40,45,058 

:,,797 

'X '\ \ X \. X 

~ J._)()S I , 7ll. J!,~ 

' \. \. \ ) X 

X X X X \. X 
X \. X X X X 

·----



Sl. Name of the Company 
No. 

159. Vickers Sperry of India Ltd .. , 
Bombay 

160. Western Thomson (0 Ltd .. 

48 

1974 

Exports 

X 

Madras L48,62~ 

161. Widia India Ltd .. Bangalore. 36.94,247 
162. Warnt"r Hindustan Ltd., Bon1bay 28,66,399 
163. Whiffens (India) Ltd .. Bon1b~y 1.494 
164. Waldies Ltd., Calcutta • • 6,80,287 
165. Warren Tasa Ltd., Ca1cutta x 
166. Zuari Agro-Chemica Is Ltd., 

<Joa x 
167. Wyeth Laboratories Ltd .. 

Bombay 8.39.498 
168. Mather & Piatt (I) Ltd .. 

Bombay 3.34,693 
169~ Uhdc India Ltd., Bombay x 
170. E.M. A11oock & Mohatta Pvt. 

Ltd., Calcutta .x 
171. Kulkarni, Black & Docker 

Ltd.. X 

172. Lakshrnan. Isnh ltd. R~1 ng:i lore '\ 
173. Oxford University Press. 

Delhi x 
174. Sudhury La bora tory of ldnia, 

Culcutta x 
175. Metalics (India), C.'aJcutta :\ 
176. M~.rzook & Cadlr Pvt. Ltd .. 

Goa x 
177. Norindia Ltd., Bombay x 
17't3. Thomas Cook {I) Ltd., Bombay x 

Notes : -l11dicatcs .. Nil" figures reported. 

Imports 

X 

1,96,920 
96,05,432 
12.79,255 

4,37,855 

X 

X 

23.03.944 

49,314 

.\ 

X 

X 

X 

X 

* Indica tcs figures for half year period only. 
x Indicates information not a va ila bJc. 

1975 

Exports 

48,84,805 
27,94,843 

4,34,143 
X 

X 

2.42,760 

90.435 
X 

X 

X 

X 

X 

X 

X 

X 

X 

Imports 

12,30,637 

1,47,323 
175,08,3'4 

10,05,631 

1.25,224 
X 

X 

27,16,728 

40,690 
X 

X 

X 

X 

X 

X 

X 

X 

X 

X 
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1976 1977 1978 

Exports Imports Exports ·Imports Exports Imports 

4,78,795 13,28,267 10,78,939 26,77,014 3,80,037* 16,28,687• 

49,980 92,800* 1,41,423 1,77,612 1,53,141 
59,06,957 164,44,655 66,55,404 100,41,636 45,80,020 154,70,205 
15,J6,676 17,83,827 17,60,688 53,30,198 50,90,880 48,51,691 

29,996 19,971 
24,738 54,710 X X 

.X X X X X X 

X X X X X 

24,72,427 32.463 28,05.670 45,805 40,52,373 

5,68,902 2,42,981 5,18,653 3.71,952 4,03,875 15.932 
X X X X X X 

X X X X X X 

X X X X X X 

X X X X X X 

X X X X. X X 

X X X X X X 

X .X X X X X 

X X X X X X 

X X X X X X 

X X X X X X --------- ---- ------------~---~---- ·---- - - ----- --- -



PART II 

Miautes of the sitting of Public Accounts Committee (1981-81) beld on) 
3-3-1982 

The Committ~e sat from 1600 hrs to 1800 hrs. 

PRESENT 
1. Shri 8atish Agarwal 
2. Shri K.P. Unnikrishnan 

3. Shri N.K.P. Salve 

4. Shri Pdtitpahan Pr~1dh~111 

5. Shri Ashok Gehlot 

I 
I 
I 
I 
i 
:;-
j 
I 

-Chairman 

-· -- j"tfe1nbers 

<l. Shri M.\1• Chandrashekar" Murthy I 
7. Prof. Rasheeduddin Khan 

I 
J 

REPRESENTATIVE~ OF THE OFFICE OF C&AG 

1. Shri R.C. Suri 

~ Shri R.S. Gupt[i 

3. Shri N. Sivasubram~tnic:n 

4. S·hri G. N. P~1 th~: k 

5. Shri G.R. Sood 

6. Shri R.S. Gupta 

SECRETARIAT 

1. ~hri D.C. P~~nue 

2. Shri K.C. Rastogi 

-ADA/ 

-Director o.f Receipt A zuJit I 

-Director of' Receipt Audit II 

-DADS 

-Joint Director (Reports) 

-Joint Director (Defence) 

-Chief Fi11ancia/ Con1n2ittee 
Officer 

-Senior }/nancial Committee 
Officer 

The Committee considered the following druft Reports and approved 
the s·~ me \Vith modifications.':, mendments as shown in Anncxures* I to IV. 

--·~--· ··-- ·--·-·------------
• Anncxures I to 111 not 'lppcndcd. 

so 
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The Committee :.1lso approved &ome minor modificLticns arising out of the 
factual verific<~tions of the draft Reports by Audit : 

(i) XX 

(ii) XX 

(iii) XX 

XX 

XX 

XX 

XX 

XX 

XX 

(iv) Draft Eightieth Report on :--.ction t~ ken on 28th Report of the 
Public Accounts Committee (7th Lck Sa bh~) relating to Mjs. 
International Ccmputers Ltd .. UK. 

The Committee then adjourned. 



ANNEXURE IV 

List of modifications, amendments made by the Public Accounts Com-
mittee in the Draft 80th Feport on action taken by Government on the 28th 
Report of Public Accounts Committee (Seventh Lok Sabha). 

Page Para Line(s) Modifications/ Amendments 

13 1.20 3 For "foreign companies" 
read "foreign companies in regard to 
taxation matters" 

13 1.21 12-13 For "and the results achieved in due 
course" read "in the matter''. 
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Sl. Para 
No. No. 

Ministry/ 
Deptt. 
concerned 

I 

1 

2 

3 

2 3 

1.13 Finance 
(Deptt. of 
Revenue) 

I .13 Finance 
(Deptt. of 
Revenue) 

1.20 Finance 
(Deptt. of 
Revenue) 

•(as now designated) 

APPENDIX 

Conc/usionstRecommendations 

Conclusions/Recommendations 

The committee expect that the final replies 
to these recommendations or observations in 
respect of which only interim replies have 
so far been furnished will be made available 
to them expeditiously after getting them 
vetted by Audit. 

In Paras 1.31, 1.33, 1.34 and 1.35 of the 28th 
Report, the Committee had drawn attention 
to certain acts of omission and commission on 
the part of th~ Income-tax authorities in the 
case of MJs. International Computers Ltd., 
U.K. The Committee had recommended that 
the case should be investigated thoroughly by 
the Specia 1 Cell of the Directorate of Investi-
gation in conjunction with the other cases like 
that of the IBM World Trade Corporation. 
In pursuance of the recommendation. Govern-
ment have assigned the case of M/s. Internatio-
nal Computers Ltd., U.K. to the Director of 
Inspection (Special Investigation)* for examin-
ing the nature and grr.vity of errors, both of 
commission and omission, noticed in this 
case. The Committee desire that the results of 
investigations and the remedial measures taken 
should be communicated to them at the earliest. 

The Committee had in the earlier Report 
drawn attention to the need for building up 
Management Information System which would 
enable the Central Board of Direct Taxes to 
control and monitor the working of the field 
organisations particularly in regard to the 
assessments of the multinational corporations. 
The so-called Report on the review of Foreign 
Tax Division submitted to the Committee in 

S3 
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---,-------·--·------- __ .. _____ ' 

I 2 3 4, 
---····- ---·-·· .. _, ---------------

4 1 .21 Finance 
(Deptt. of 
Revenue) 

pursuance of the recommendations made by 
them in rhe l92nd Report (1975-76) is only a 
ft; ctua 1 uccount of the f1.1nctions of and work 

·done by the Foreign Tax Division. What the 
Committee had in view was a critica 1 and ob-
jective analysis of the deliciencies of the present 
system vis-a- vis the role played by Foreign Tax 
Division in keeping rtn effective check on the 
working of the foreign-~ comp~:nies. initiating 
studies on the prolift~r<:·- tion of foreign capital 
and the pr~~ctices ~~doptcd by them to a void1 
evade their t·: x li~1 hili tv. No such critical 
review has c. 1 pp~..rently been tn~~de so f'-.r. The 
C :nnn1itt':'c thrr ... ~fJr.. .. · rei teL: t~: tit·2 obs~rv~~ ti~~ns 
m~~de by them in the e~; rlirr report and desire 
tho t =~ con1prehensive re·view of the working of 
Foreign l·nx Division m~ y be carried out with-
out delay \vith ~' view td t~\king necesso ry re-
medial me3st,res fer n1~;king it an effective 
instrument in the h~: nds of government to mo-
nitor a hd control the operations of the foreign 
companies i11 reg:l rd to taxation m~:" tters. 

The Con1n1itt:e h~:J also cn1pht\sised the 
need for cnL·rging ~~nJ stre~~mlining the fun-
ctioning of the Foreign Tr1 x Division ~nd the 
Speci2 I CcJl with a vie\v to en('. bling thetn to 
provide active guid~1 nee ~~nd ~;. ~sisL. nee to field 
units in the dispos~t I of bigger c~~ scs of tax 
assessments of ft.:> reign comp~· nies. The Com-
mittee note that necess,~ry <.let ion to enlarge 
and streanuine the role of the Special Cell as 
\veil as the Foreign Tn x Division on the lines 
suggested by them is being taken. The Com-
mittee would like to be apprised of the precise 
steps taken in the tna tter. 

MGIPRRND-34 LSS/81-Sec.lli-Day-20-3-82 .. 1125 



20. Atm1 Ram & Sons, 
Kashmere Gate, 
Delhi-6. 

21. J. M. Jaina & Brothers, 
~Iori Gate, Delhi. 

22. The English Book Store, 
7-L, Connaugbt Circus, 
New Delhi. 

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

24. Oxford Book & Stationery 
Company, Scindia House, 
Connaug~~ Place, 
New Delhi-1. 

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

26. The Central News Agency, 
23/90 Connaught Place, 
New Delhi. 

2"/. 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-11 0024. 

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

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