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INTRODUCTION 

I, tbe Cbairman of tbe Public Accounts Committee, as authorised by 
the Committee, do present on tbeir behalf this Sixtieth Report on action 
taten by Government on the recommendations of the Public Accounts 
Committee contained in their 21 (th Rep:>rt (7tb Lok Sabha) on 

~  of immovable properties. 

2. With a view to liquidating a phenomenal increase in the 
pendency of cases of acquisition of immovable properties the 
Committee bad, in their earlier Report, desired that they might be 
apprised of the results of the Action Plan 1984-8S proposed to meet 
tbe situation. In this Report the Committee have expressed their 
unhappiness to note that the Department was not able to achieve any of 
the tarsets laid down under the Action Plan. Indeed the pendency of 
cases has actually increased from 31608 to 3S232 i.e.·by I1.S per cent 
durinS tbe period. lhe Committee have therefore ~  Government 
to fix a time bound programme for the disposal of the cases expediti-
ously. 

3. Tbe Report was considered and adopted by the Public Accounts 
Committee 2t their siuing held 00 8 September, 1986. MiDutes of 
tlic sittins form Part II of the Report. 

4. For facility of reference and convenience the reco.mmendations 
ancf" conclusions of the Committee have been printed in thick type in 
the body of the Report and have also been reproduced in a consolidated 
form in the Appendix to the Report. 

5. The Committee place on record their appreCiation of ~ 

assistance rendered in the matter by the Office of the Comptroller and 

Auditor General of India. 

NBW DELHI; 

8 ~  1986 
11 Bhadrtl, 1908 (Saka) 

E. AYYAPU REDDY. 
Chalmum. 

Publie Aceo",.'s Committee. 



CHAPTIIlI 

REPORT 

1.1 This Report of the Committee deals with the .action taken by 
Government on the Committee's recommendations and observations 
contained ,in their 2 ... th Report (7th Lok Sabha) cn Puagraph 1 . .18 
of the Report of the Comptroller and Auditor General of India for 'the 
year J 981-82-Union I Goverlllbellt {Civil). 'RCllYenue Receipts, Vol. II. 
Direct Taxes regarding Acquisition of Immovable Properties. 

'1·2 The Committtc's 21 J tb Report presented to Lok SabhaOli 
30 April, 1984 contained 20 recommendations and obseI'WlUo •• 
According to the time schedule, the notes indicating the action taken 
"by Government in pursuance of the recommendations and 6'bset\tations 
contained in the 211th ')teport, duly vetted by Audit, were re'quil-ed to 
1,-e furnished to the Committee latest by 30 October, 198.. Whereas 
the'Ministry of Finance (Department of Revenue) furnished advancc 
~  of an the action 'taken notes by 13 December, 1985, they tould 
'I'et '[8 Qut of 20 action taken notes vetted by Audit by 15 Apl"i1, ~  

1.3 The action taken notes received from the Ministry' have 
broadly been categorised as under : 

(i) 'Recommendations and observations that have been ~  

by Government : 

(ii) 

81. :Nos. I, 2, 3, 5, 8,9, 10, 14. IS, 16, 18 aad 20. 

Recommendations and Observations which thei'Committee do 
Dot desire to pursue in the' light of the replies -frOID the 
1G0ver.ometlt : 

1U. ·Nos. 6, 7, 13 and 17· 

(iii) Recommendations and observations replies to wbich have 
not been accepted by the Committee and which require 
reiteration : 

81. Nos. 11, 12· 

fiv) Recommendations and observations in respect of which 
~  have furnished interim replies : 

Si.Nos. 4 and 19. 
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1.... TIle Co.mtHee es:pect that 8Dal replies to tbe reco •• eDdlltlo •• 
ad ohenatioDi iD respect of wbicb oDly iaterim replies ",e 10 far bee. 
far .... will be .ade a,ailable npedttloDsly after lettiDI them lettn by 
Aadlt. 

1.5 The Committee will now deal with action taken by Govern-
ment on some of their recommendations/observations. 

/ 

ImJlO8lng a statlltory time limit/or the disposal 0/ AquisitlOll ord"s l., 

(Panlnpb 3.4'-81. No. 11) 

1.6 Expressing their concern over a phenomenal increase in the 
pendency of acquisition cases, the Committee ~  Paragraph 3.4' of 
tbeir Report desired : 

"The Committee are perturbed over  a phenomenal increase in tbe 
pendency of acquisition cases. As against 8,237 cases pendinl as 
on 1.4·1979, there were as many as 26759 cases pending as on 
31.3.1983. The Committee need hardly point out that the pro-
longation of proceedings not only  causes ~  harassment to tbe 
parties by keeping them in suspense but also generates new avenues 
of corruption. The Chairman, Central Board of Direct Taxes 
Conceded during ~ that they were "also very unhappy about 
it". Sucb a heavy pendency not only points to the need for a review 
of the existing procedures prescribed for finalisation of acquisition 
proceedings but also allout efforts for their liquidation. On 
the Committee's enquiring about the steps proposed to be taken to 
liquidate the pendency, the Ministry have strted that the Department 
is,s'considering about introducing an actien plan for partly liquidat-
ing these proceedings during the year commcncirg on 1st April, 
1'84". The Committee dcsire that the Ministry should introduce 
tbe proposed action plan without delay' and impllment it with 
vigour. The Committee would like to be apprised of the tarleb 
fixed in the action plan 1984-85 and the achievements 'made there-
under. The Committee would also like to be informed of the ~ j 

if any taken or proposed to be taken to streamline the existing J 
procedure with a view to accelerating the pace of disposal of 
acquisition proceedings. At the same time, the Committee would 
also like Government to consider the feasibility of imposing a 
statutory time-limit for the disposal of acquisition orders, as in the 
case of other tax laws." 

1·7 The Ministry of Finance (Department of Revenue) have in 
their action taken note dated J 3 December, 1985 stated as under: 

"The tarlels fixed and targets achieved in the Action Plan for lACs 



· -(Acquisition) (or -disposal of pending Acquisition Proceedings tot 
the year 1984-8S (upto 31.3.198.5) are given in Annexure-I. The 
entire gamut of the provisions of acquisition under the Income Tax _ 
Act, 1961 is being critically examined by the Government with a 
view to streamline the law and procedures and have an effective and 
less cumbersome system of acquisition of immovable property to 
counter-act evasion of tax. 

Having regard to the 'constraints of man-power engaged in 
acquisition work during the year, the results of the action plan 
appear to be, on the whole satisfactory." 

A.NNEXURE-] 

ACTION PLAN FOR THE DISPOSAL OF ACQUISITION PROCEEDINGS 
I DURING 1984-85 AND RESULTS ACHIEVED THEREOF 

Targets fixed 

1 

(a) All cases of acquisition pro-
ceedings initia ted upto 3 1st 
March, 1980 should be dis-
posed by 30th September, 
1984. 

r) 
(b) All cases where acquisition 

proceedings were initiated 
during J st April, 1980 to 
31st March, 1982 should be 
disposed of by 31st March, 
1985. 

(a) 

Targets achieved 

(i) 

2 

Number of cases pend-
ing as on 1.4.84 where 
acquisition proceedings 
were initiated on or 
before 31.3.80 : 

6192. 

(a) ( ii ) Cases  disposed of out 
of (a) (i) above: 

(a) (iii) 
2773. 

Targets achieved 
44.14% approximately. 

(b) (i) Number of cases where 
~  proceedings 

were initiated during 
1.4.80 to 31.3.1982 : 

12637· 
(b) ( ii) . Number of cases dis-

posed of out of (b) (i) 
above: 

5671. 



(c) 

1 

There should be an overall 
reduction of 20% in the 
pendency carried forward as 
on 1.4.1985 as compared to 
the pendency brought for-
wardon 1.4 1984. 

.. 
2 

(b) (iii) Targets achieved 4,4 % 
approximately. 

(c) (i) Number of pending 
AcquiSition proceedings 
brought forward; u. on 
1.4.1984 : 

31608. 

(c) (ti) Number of Acquisition 
proceedings· added after 
~  

1294(). 

(c) (iii) Total Qf (c) (i) & (c) 
(ii) above: 

31608. 
+ 12940 
44S48 

( c) (iv) Number of ca_ dis-
posed of out of (c) (iii) 
above: 

9316. 

( c) ( v ) Targets achieved: There 
has been no reduction -,6) 
in the pendency of. easel, 
as on ] .4.85 as. com-
pared to 1.4.84. There 
has actually been an 
;ncrcase in the pendency 
by 3624 cases, that is 
11.5% over the pen-
dency as 1.4.84 ... 



t.8 Witb a tiel' to liquidltinla phenomenal increase in the pebcleac, 
of cuel of ~  of immo,able properties, tbe Committee bad in tbeir 
earlier report desired tbat Ibey migbt be apprised of tbe rtsults of tbe Action 
PIa ~ proposed to meet tllis situatloa They bad also recommeadtd 
streamlining of the procedure in,ohed IS also cODsidering Ihe ftllibility of 
introducing a !ltatutory time-limit for tbe disposal of acquisition orders. 
Tbe Co .. mittee regret to note that tbe Department was not able to achieve 
aay of the targets laid down UDder tbe Action Plan. ladeed, tbe pendency 
of cases bll actuaUy increased from 31608 cases to 35132 Clses (e. by 
3614 cases (an increase of 11.5 per cent). The Committee find it dillicult 
to understand tbe basis for tbe Ministry's statemeat tbat the efforts .. de 
to speed up ha,e been satisflctory. However, the Committee note tlult it is 
the inlearioD of the Governmeat to strenltben the rele,ant laws and 
procedure. As witbout sucb strea.theoinl of the laws concerntd tbe 
streamlining of procedure will not be possible, tbe Committee would like 
to be informed of tbe progress mlde ia tbls dlrectioil. The Commiltte 
think that the Government will make every dort In the meantime to 
accelerate the disposal of tbe accamulated arrears. They do not think It 
woaldi be pOlllible to accelerate tbe pace of disposal unless tbe procedares 
invol,ed are strelmllned effectbely. They would therefore reiterate tbeir 
earlier recommeadation in this regard. The COlBmittee leal'll tIIat the 
prorir.ion re.ardiDg acquisition of. ~  Jroperties ill its preseat for. 
ha,e been ameaded 50 II to make tlaem Dot applicable to or ia relatl8ll to. 
traster of Immo,able properties made after 30tb September, 1986. TIle 
Committee bope that the Go,ernmeat would __ the peadency .. _ that 

date and fix a time bound programme for the disposal of the CllIes expediti-
ously. 

Difference between Higher Market Yalue and Apparent ConsideratifRI 

(Paragnph 3.50-81. No. 12) 

1·9 As the acquisition proceedings were not pursued by the 
Acquisition Officer for about 4 years after the issue of notices of 
acquisition; the Committee had in paragraph 3.50 of their Report 
recommended as under: 

liThe six specific cases of Bombay charge highlighted in the Audit 
paragraph where the difference between the fair market value and 
the apparent consider.ation was over Rs. 20 lakh!;, show that 
acquisition proc.:edings were not pursued by the acquisition 
officers for about four years after the issue of notice of 
aaquisition prior to I April, 1979, till the omissi0n was pointed 
~  in Audit. The Chairman, CBDT admitted before the Committee 

,. that pursuance action in these cases was resumed on receipt of the 
draft AUdit paragrapb. The Committee are shocked to learn this •.. 
As fer the latest poSition in these C81e.s, it is seen that in Qne case 



• 
~  have now been" taken up, in two cases there has been 
a difference of opinion on the question of fair market value between 
the lAC (Acquisition) and the departmental valuers, necessitating 
a reference to the Chief Engineer (Valuation) to examine the 
question of correct fair market value. Order of acquisition under 
Section 269F (6) has since been passed in one of these cases. In yet 
another case, a reference has been made to the Ministry of Law to 
examine whether it would be appropriate to carry out the pro-
ceedings for acquisition even though the sale transaction in question 
had been approved by the High Court. In the last case, the High 
Court of Bombay has granted a stay of further proceedin,s in 
response to the party's writ petition and efforts are under way to 
file suitable application before the High Court so as to expedite the 
matter. Tbe C.>mmittee expect that pursuance action in all these 
cases wherein the fair market value determined is substantiallY higher 
than apparent consideration, would be taken with utmost expedition. 
The Committee would like to be informed of the latest position in 
these cases. The Committee would also like tbe Department to 
fix responsibility and to take appropriate action against the omcen 
concerned. 

1.10 In their reply dated 9 December, 1985, the Ministry of 
Finance (Department of Revenue) have stated: 

"Out of the six cases pointed out in para 1·18·09 of the Audit Report 
for the year 1981-82 the order of acquisition has been passed in 
February, 1984 in the case mentioned in sub-para (f). The proceed-
ings "have also been completed in the cases mentioned in sub-paras (a), 
(c) and (e) and it has been decided to pass orders uls 269F(7) termi-
nating the proceedings for acquisition. The case mentioned in sub-para 
(b) is being actively investigated and is likely to be finalised shortly. 
There is a stay granted by the High Court of Bombay in the case 
mentioned in sub-para (d). The Hon'ble High Court has already 
been moved for lifting of the stay or in the alternative early disposal 
of the proceedings before them." 

1.11 ID their earlier Report the COlDlDittee ad drawD aue.tlon to tile 
acquisition proceedirgs in regard to six s'peci8c cues of Bo.'a,. dlarle. 
hilbJilbted in Ibe Audit paragraph in respect of which the dlll'ereDce betwHIl 
tile fair lDarket value alUl the appareDt conslderatloD was oYer HI. 20 lakhl. 
These cases were IIOt followed up b,. the acquisition ofticers for about four 
,.ears after the isst!e of notices or acquisitiou prior to 1 AFrll, 197': It "II 
dODe only afler the failure had been poiDted oat.,. Audit. The Co ... ttce 
bad 'Hlred to bow the latest POSltiOD of these eases ad ... d allO dnJretI 
that rtspouliblllty for the lapses tD taklDI ap follow.ap actloD In tllne asel 
~  be bed. The MiDb.try of FlDaDce han stated tile latest ,...Itl.n la 



, 
respect of these eases bat bale said notblng in respect of the reeoDlDlendadOil 
tbat tbe responsibility sboald be fixed. The Ccmmittee reiterate this 
recommeHatlon aud woald like appropriate actioD to be taleD .aiDlt tlae 
oIIcers cODcerned. The)' woald like to be apprised of the actioD takeD. 



CHAPTD 11 

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Reco ..... tloas 

.! 

investment in immovable property is one of the common outlets for 
concealed wealth. To counter evasion of tax resorted through under-
statement of the value of immovable property in sale deeds and also to 
check the circulation of black money by empowering the Central Govern-
ment to acquire immovable properties including agricultural lands. at 
prices which correspond to those recorded in sale deeds. Chapter XXA 
of the Income-tax Act 1961 was introduced with effect from 15.11·1972· 
These provisions were brought to on tbe statute book on the recommen-
dations contained in the interim Report of the Direct Taxes Enquiry 
Committee, popularl)' known as Wanchoo Committee (1971) . W itb a 
view to removing certain practical difficulties experienced in the Adminis-
tration of the provisions of this Chapter, its scope was extended by the 
Income-tax Amendment Act 1981 with effect from 1·7·1982 to cover: 
(i) transfers of lats or premises owned through the medium of coopera-
tive societies and companies (jj) agreement of sale followed by part 
performance and (iii) long term leases. 

The Chokshi Committee in their interim report (Dec. 197/) 
recommended deletion of the eXisting provisions rdating to acquisition of 
immovable properties on the ground that the provisions have failed to 
achieve their. intended purpose. The Public Accounts Committee have 
been informed that the Chokshi Committee's report was not based on 
adequate data and related only to Bombay City. The recommendation 
was not found acceptable by Government primarily for the following 
reasons, namely : 

(i) 

(ii) 

The effectiveness of these provisions is not to be judged 
merely by the number of properties acquired by the Depart-
ment ; and 

The study conducted by the Directorate of Research, Statistics 
and Publications (1979) showed that the provisions have 
served as a deterrent against the uncontrolled circulation of 
unaccounted money in real estate transactions. 

The Itudy conducted by the Directorate of R.esearch, statistics and ., 



t· . 

Pablications (1979) which was based on the data for the period J ,.69:;to 
1976 can at best be called all only partly representative in that the 
centres. chosen for collecting the information. within the framework of 
set parameters, were only two areas, one urban and the other semi-urban. 
in Bombay. Calcutta, Delhi, Madras, Karnataka, M.P., A.P: and Gujarat. 
Also the Study did not take the. account various other factors influencing 
the prices of real estate such as land development demand and supply 
polition, e.x.act location etc. Also as its study itself rightly pointed out 
tqP much reliance cannot be placed on the figures. furnished by the. field. 
ollees which formed the '>asis of study. 

In view of the foregoing the Committee find it difficult-to agree 
Y<dlQUr' w.,ith the conclusions drawn in the abcve study that the provi-
sions IIbave served as a deterrent against the uncontrolled circulation of 
11D8CQOunted money in real estate transpctions". The Cbairman, Central 
Board of Direct Taxes rightly cor-ceded during evidence that "tbe 
Department was not happy". "iven to ~ that purpose (of deterrent) 
we would require a little more action". In this connection the Committee 
alto noto· the frank admission of the Finance Minister at tbe time of 
DMWin,· the 1911 Amendment Bill that "in the matter of actually carl')'iilg, 
ollt: acquititioo of property, the results. haflle not been as IP8CI _ .... 
.. lett CUI ~  

While the Committee .do not ~  with the: argument adllaru»dt 
by the Ministry of Finance tbat, the objective of these proYisions.is·not,to. 
make Governnlent a holder of illUftovable property or "land lord" but to 
act as. a deterrent against tax evasion and circulation of black ~  

thQ would like to point out that one of the tests of e1Ikacy of an)' 
leaislative measure is how effectively it is administered. Seen froQl this 
anile. the Committee find tbat as against over 77 lakhs estimations of 
qJ" transfer of properties received from Registered authorities dlUiq, 
the period ~  to 31.3.1983 and S3.310 noti.::es issued! duriDar 
the. ume period, tho number of properties actually ~ over, by tJw:: 
~  as merely 1 S· The Committee are finaly of the opinion tU.t 

if the Department want to make the provisions of Chapter XXA tnal, 
deterrent, it is imperative that once acquisition proceedings uc , initiated: 
they should be pursued to theif logical con.::lusion. Indis.::riminate 
initiated of acquisition proceedings their prolongation and ultimate 
dropping even without assigning any reasons therefore. as has been 
noticed in some important cases, hardly serves any purpose. On the 
other hand. with the passage of time, it is fraught with possibility of its 
proving counter-productive for. the deter or fear created in the pUblic 
mind is apt to fade away once an impression gathers momentum, that tho 
particular peces of legislation is merely to remain on paper· The 
Ccmnnittee are. of the opinion that unless the mandatory prcwisioDI are 
pmpcrJy aDd dectiveJy implemented indiscriminate illitiatiolt &Dci-



to" 

dropping of acquisition proceedings will only open doors for corruptioft 
and harassment. 

[So No. 1&2 (Paras 1.29 & 1.30> of the 21lth Report of Public 
Accounts Committee (1983-84) (7th Lok Sabha)]. 

A.ctio. Tu. 

The observations of the Hon'ble Public Accounts Committee have 
been noted. The efforts are being made to implement the mandatory 
provisions of Chapter XXA of the Income-Tax Act, 1961, properly and 
effectively. 

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

[Ministry of Finance (Deptt. of Revenue) OM No. 241/S/84-A &: PACI 
dated IS.3.1985] 

The Committee find that the existing provisions of Se<:tion 269P 
( 1) of the Income-Tax Act, 1961 inter alia provide that no registering 
oftIcer appointed under the Registration Act, 1908 shall resister any 
document which purports to transfer any immovable property for an 
apparent consideration exceeding Rs. 10,000/-belonging to any person 
unless a statement in duplicate in respect of such transfer, in the pres-
cribed form, is furnished. Sub-section (2) of Section 269P also inle, 
alia provides that the registering officer shall at the end of every 
fortnight forward to the competent authority one set of statements 
received by him under sub-section (1) during the fortnight. Rule 480 
of the Income-tax Rules, 1962 has accordingly prescribed a form known 
as Form 370 which is required to be filled in and verified by the 
transferee." The Committee note that the total number of intimations in 
Form 370 received in all the 29 acquisition ranges from IS November, 
1972 upto 31 March, 1983 was as high as 77.1S laths. These intima-
tions had necessarily to be scrutinised within 9 months by the available 
staft' comprising one Assistant Commissioner and two Inspectors in each 
Range. The Member of the Central Board Qf Direct Taxes informed the 
Committee during evidence that it is difficult to cope with this voluminous 
work of screening the forms. The Committee also note that the total 
number of notices issurd was only 53,310 during the relevant period. 
There were two ways of reducing the work load through filtering of forms 
either legiSlatively or administratively. The Committee were informed 
during evidence (October, 1983) that 'deliberations were going on to see 
that the work load is manageable'. 

The Committee are J1ad to note that after they drew, in evidence, 
~ "attention of the representatives of the Ministry to the need for 
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~  unproductive work in handling _large number of relative}, 
smaUer cases. Finance Bill (No. 11), 11)84 which seeks to ~  with 
effect from 1 June, 1984-the Income-tax Act, 1961 by raising the 
monetary limit to Rs. 25000/-in respect of intimations in form No. 370 
has been introduced. The Committee hope that appropriate  administra-
tive measures with a view to eliminating unproductive work will also be 
taken. The Committee suggest that to overcome the difficulty encountered 
in scrutiny of a very large number of forms received from Registering 
authorities the Board may examine the feasibility of adopting the .random 
stratified sampling method, with a view to reduce the work load of 
acquisition officers and to eliminate avenues of all other extrenous 
consideration. 

[So NO·3 (Para 2.21) of the 211 th Report of Public Accounts 
Committee (1983-84) (7th Lok Sabha)]. 

Ac:tloa Takea 

In pursuance of the observation made by the ~  Committee it 
is submitted that by the Finance Act, 1984 the monetary limit in respeCt 
of intimations in Form No. 370 has been finally enhanced to Rs. 
r 50,000/-from Rs. 10,000/-w.eJ. 1st June,' 1984. Similarly the mone-
tary limit of the fair. market value below which the conditions -of 
acquisition will not be applicable has been enhanced by the Finance Act, 
1984 to Rs. one hundred thousand frem Rs. twenty five thousand w.e.f. 
1 st June, 1984. These amendments have been made with a view to 
eli mate ~  work in handling a large number of relativ.ely 
smaller cases. Further, the Board have apPt'inted a Committee to speci-
fically examine the feasibility of adopting the random stratified sampling 
method with a view to reduce the workload of Acquisition officers and to 
eliminate avenues for all other extraneous considerations, as suggested 
by tbe Hon'ble Public Accounts Committee. A preliminary meeting of 
the Committee appointed by the Board has been held in the Month of 
September, 1984 in New D.;:lhi and the relevant  information as decided 
upon in. this meeting is being collected from various field authorities. The 
sugestion of tbe Hon'ble Committee bas thus been undertaken. 

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

[The Ministry of Finance (Deptt. of Revenue) OM No. 
241/S/84-A&PAC-I. dated 15-3-1915) 

RecoDlmeDdatloD 

The Committee find that out of 77. ) 5 1akh intimations, scrutinised 
during the period 15 November, 1972 to 31 March, 1983, acquisition 
notices were issued in 53,310 cases, under the provisions of Chapter 
XXA of the Act, The number of ~  proceedings dropped wu 
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~ ~  1be number of properties for which acquisition orders 'Were 
'J'8IIed 'pursuant 'to proceedings was 435. Properties actually taken 
'over were l5. The cases finalised were a negligible prOportion of those 
If&ken uP. Judged by ahy yardstick, the achievements are, in 'no way, 
-complimentary to the Department. The conclusion in inescapable that 
-the departmental effort has so far failed to yield the desired results. 
'Now, when the monetary limits in respect of intimations and fair 
lIIl'arketvalue for initiation of acquired proceedings have been taised, 
'file Committee expect the Department to show better results. 

[So No. S (Para 2.23) of the 211 th Report of Public Acooltllt$ 
Committee (1983-84) (7th ~  

ActioD takeD 

The observations of the Hon'ble Public Accounts Committee have 
, been noted. Efforts are being made 'to achieve better results by way of 
quicker disposal of the acquisition proceedings and relatively larger 
number of orders of acquisition. 

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

~  Ministry of Finance (DepU. of Rt-venue) O.M. No. 241is/84-
A&PAC-I. dt. 15-3-1985] 

lleco .... eadatioD 

,One common reason for subsequent dropping of acqUisition pro-
ceedings givon by the Ministry of Finance is that, according to the 
:provisions of the Act, proceedings for acquisition have to be initiated 
Within a period of nine months from the end of the month in which 
the instrument of transfer is registered. Although intimations of 
,registeration are required to be sent by the Registering Officers on a 
.fortnightly basis, in actual practice longer time is taken. In order that 
the acquisition proceedings do not become time-barred, sometimes the 
competent authorities initiate acquisition proceedings even when they 
are not in possession of full facts establishing that conditions precedent 
f8l'·the orderdf acquisition exist. It has been mentioned in this connec-
ti_ ,that ireports of tbe Departmental Valuation Cell are, in quite a 
.... ber of cases, not received by the time the acquisition proceedings 
are initiated. It is only after the reports of the Departmental Valuation 
Cell are received that the difference between the fair marktt value and 
the apparent consideration is found in serne cases to be not as large as 
'it appeartd to b'! in the first instance. Thus, the main rtason for 
'6roPPiaB ,tbe acquisition proceedings in 4 I cases in Maharashtra, 
ref'etrecl to in the Audit paragraph, was that the difference between ,the 
1rJIParent CODSidetlitfonand tbe fair mark" vaJue did not exceed 1 5 pdI' 



cent or it exceeded only marginally. This bas «Iso been iltated as we 
oftbe main reasons for dropping 55 cases in Bibar. Anodntr flUdn 
given 'by the Ministry is tbat Form 370 fUrnisbed by the traDlfelror/ 
transferee before tbe Tegistering autbority contains onlybaredet.ulsof 
location, area and the apparent consideration. It is only after _equiti· 
tion proceedings are initiated th'ht full facts come to, light. ~ 

Committee feel that in the light of its experience gained so far, tile 
Department should do some hard thinking and Bnd a solution 10 -die 
above problems, In particular, the Department may examiR in 'What 
way the existing Form 370 needs to be rmsed so as to -be 1more 
purposive. 

lS. NO.8 (Para 3.31) of 21Uh Report (1983""") ~  

The recommendation made by tbe Hon'ble Committee bas been 
accepted by Government. Government have decided to review the 
existing provisions of the Income-tax Act, 1961 relating to acquisition 
of :properties with a view to making the provisions 'IIlCJn ;dfoctive. 
Government bave also decided to review the existing Form 3!7-Gpr.,.. 
cribed under the Income-tax Rules, 1962 SQ as to make the !F«m 'mOle 
purposive. 

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

[The Ministry of Finance {Deptt-of Revenue O. M. No. F. No. 
241/5/84-A&PAC-I. dt.6.11.1985] 

Proviso to Section 269C of the Act requires that before initiating 
acquisition proceedings the competent authority shaH record reasons 
for doing so.' The Committee however, regret to observe thgt in Madhya 
~  all the 56 cases referred to in the Audit paragraph had to 'be 
dropped as. reasons for initiating the acqllisition proceedings had 'not 
been recorded. The Committee find tha.t in eight such dropped cases 
the rair market values were substantially in excess of the apparent con-
sideration i·e. Rs. 25.60 lakhs as against Rs. 8.84 laths. The 
Committee take a serious view CI'f this lapse. As to the remedial 
measures, the Committee have been informed that on discovery of these 
cases tbe Board issued instructions in May, 1983 drawing attention of 
the competent' authorities to the mandatory provisions of the Act 
regarding recording of reasons in writing, with directiou to 'invariatiJy 
record reason in writing  before initiating proceedings for acquisition. 
The Committee trust that the Board wiIl see to it that the instMictions 
issued by them in this regard are strictly complied with by the competent 



authorities. The Committee observe tbat the Central Board of Direct 
Taxes have also recorded an immediate review of all the proceedinss 
for acquisition initiated from 1.4.1981 onwards to locate the instances 
wherein the proceedings were initiated without recording of reasons in 
writing. They have been informed that the results of this review have· 
not been complied. While the Committee hope that necessary 
corrective action would be taken in the light of the results of the 
aforesaid review they need hardly emphasise the imperative need for 
.trict compliance with the aforesaid mandatory provisions as their nOD-
compliance results in only nullifying the whole work already done by the 
Department, necessitating re-initiation of such proceedings which may 
sometimes become barred by limitation. The Committee would like to 
be informed of the JesuIts of the review and the follow-up action taken 
by the Board pursuant thereto. 

[So No· 9 (Para No. 3.34) of the 21lth Report of Public Accounts 
Committee (1983-84) (7th Lot Sabha)]. 

Aetta takn 

As a result of the review of all the proceedings for acquisitioD 
initiated from 1.4.1981 onwards, as directed by the Board vide letter 
dated 4th May, 198], no case, other than the cases already noted in 
respect of the Bhopal Charge, has been reported where acquisition pro-
ceedings were initiated without recording of reasons in writing 

(Approved by the Additional Secretary to the Govt. of India). 
[The Ministry of Finance (Deptt. of Revenue) 0 M. No. 241/5/84-

A&PAC-I. dt. 1S-3-1985]. 

The Committee are informed that the ~  holding the charge 
of lAC, Acquisition Madhya Pradesh, due to whose failure to comply 
with the provisions of the proviso to Section 269C all the S6 cases, 
mentioned in the Audit paragraph had to be dropped was compulsorily 
retired on 23 December, 1976 and later on reinstated on 18 October, 
1978 as Appellate Assistant Commissioner, Indore. He retired from 
service on 28 February, 1975 prior to the detection of these cases. In 
these circumstances, the Ministry have stated that no departmental 
action has been initiated against him, nor is the same now comtemplated 
The Committee wish to make it clear that they consider the failure to 
comply with the mandatory provisions of proviso to Section 269C as a 
serious lapse. The present case only underscrores the need for quick 
disciplinary action when such lapses come to light. 

(S. No. )0 (Para 3.35) of the 211th Report of Public .: tt,unts 
~  (1983-84) (7th Lot ~  
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Actio. Take. 

The observations of the Hon'ble Public Accounts Committee have 
been noted. . 

(Approved by the Additional Secretary to the Government of India). 
{The Ministry of Finance (Deptt. of Revenue) O.M.F. No, 241/5/84-

A&PAC-J, dt •. 15-3-1985] 

RecommeDcJatioD 

Section 269L of the Income-tax Act, 1961, provides that the Inspecting 
Assistant Commissioner (Acquisition) may, for the purpose of initiating 
proceedings for the acquisition of immovable property or for the purpose 
of making an order in respect of any immovable property require a Valua-
tion Officer to determine the fair market value of such property and report 
the 53 me to him. For the purpose of determination of the value, the 
Valuation Officer has all the powers conferred under Section 38A of the 
Wealth Tax Act. Under the analogous provisions of the Wealth-tax Act 
and the Gift T dX Act, such valuation by a V .. lluation Officer is binding on 
the assessing authority. This is not so on in respect of valuation for acquisi-
tion prol:eedings. In the Department's view, it does oot appear to ~ 
necelisary to make the valuation by the Valuation Officer under Section 
269L of the Income-tax Act binding on the competent authorities in the 
same maDner as tbey are binding on the Wealth-tax Officer and Gift-tax 
Officer inler alia on the ground that the lAC (Acquisition), being an officer 
of the same rank as Appellate Assistant Commissioner is considered to be 
sufficiently senior and knowledgeable to go into th<! merits of the valuation 
made by the Valuation officer who are quite often officers of junior ranks 
such as Assistant Engineer or Executive Engineer. The Committee cannot 
accept this approach as they feel that Valuation Officers are expert in their 
field work and the question of relative seniority or juniority should not be 
allowed to come in the way of acceptance of their valuation reports. 

.. 
[So No.' 14 (Para 4.21) of the 211th Report of Public Accounts Committee 

(1983-84) f7th Lok Sabha)]. 

ActioD Takea 

It is respectfully submitted that the reason that the lAC (Acquisition) is 
considered to be sufficiently senior and knowledgeable to go into the 
merits of tbe valuation made by the Valuation Officers who are quite often 
officers of junior rank such as Assistant Engineer or Executive Engineer is 
not the only reason for the Department's view that it is not necessary to 
make the valuation reports by the Valuation Officer under Section 269L of 
the Income-tax Act binding OD the competent authority in the same manner 
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as they are binding on the wealth tax Officer and Gift-tax officers. AI a 
matter of fact the aspect of seniority in rank is not even an ~  argu-
iDent of the department in this behalf, as would be seen from the reply 
given to Item 13 of the List of points arising out of evidence on para 1.18 of 
Audit Report, "1981-82 (Direct Taxes)-Lok Sabha Secretariat's O.M. No. 
20/4/2/83/PAC dated 3rd November, 1983. The reply of the Ministry finds a 
place at para 4.16 at pp-58-S9 of the 21lth Report of PAC (1983-84). The 
Chief Engineer (Valuation) North Zone has suggested that the C. Es. 
(Valuation) be given powers to review orders of their subordinate valuation 
officers. 

(Approved by the Additional Secretary to the Govt. of India) 
rrhe Ministry of Finance (Deptt. of Revenue) O.M. No. 241/5/84-

A&PAC-I dated 15-3-1985] 

46-instances have been mentioned in the Audit Paragraph wherein either 
the acquisition procf'edings were dropped without recording reasons and 
without giving any opportunity to the concerned Valuation Officers who had 
determined the fair ~  value or the ~  deemed the Valuation 
Officer's reports as incorrect/erroneous and dropped the proceedings on the 
basis of valuation reports of approved valuers. The Department had 
conceded to audit that in certain cases the reasons might not have been on 
record, but held that the dropping of proceedings is entirely discretionary 
and cannot be challenged. The Committee have now been informed that 
the competent authoritie .. bave not given ;!Iaborate reasoni in the 46 cases 
mentioned ia the Audit paragraph for dropping of the proceedings. Accor-
ding to the Department, "one reallons for not enumerating the detailed 
reasons could be that the provisions of Section 269F (7) do not require 
recording of detailed reasons since orders thereunder are not appealable". 
The Committee need hardly point out that the discretionary power vested in 
the competent authority has to be etercised in a manner that could carry 
conviction with all. The Committee find that the total number of cases in 
which the valuation made by the Valuation Officers were not accepted 
during the four year period from 1.4.1979 to 31.3.1983 is 604 for all the 
Acquisition Charges except Amritsar and Jaipur for which figures have not 
been available. The possibility of excessive reliance having been placed dIl 
tbe reports of the registered valuers engaged by the parties, which are tit/cd 
in their favour. cannot be ruled out in some cases. The Committee have 
been informed 'hat the competent authorities have not bf'en directed to 
record reasons in detail not only in the orders directing acquisition of 
property but also in cases where the proceedings once initiated are subse-
quently dropped. They have also been directed to consult the Valuation 
Officers aod discuss the matter with them before rejecting or not acting upon 

tbe report, given by sucb Valuation ODicers. The Commjttee would lib the 



Department to cnsure that these instructions arc complied with in letter' and 
Ipirk. 

[SO No. IS (Para 4.22) of the 211th Report of Public ACcounts 
Committee (1983·84) (7th Lok Sabha)]. 

ActioD Taken 

As recommended by the Hon'ble Public Accounts Committee the Board 
have once again issued a letter to all Commio;sioners of Income-tax (Acq.) 
on 12th June, 1984 from F, No. 326/16/84-WT wherein their attention has 
been invited to the Hon'ble Committee's recommendation in this paragraph. 
Their attention has also been invited to Board's instruction dated 7th April. 
1983 from F. No. 326/2l/83-WT wherein it was stated that the lACs (Acq.) 
should record in detail their reasons also in cases where the proceedings 
of acquisition once validity initiated are subsequently dropped and that 
they sbould also record in sufficient details the reasons for not 'adopting the 
valuatiOD as per the Valuation Cell in such cases. The Commissioners of 
Income-tax have also been directed to carryout quarterly inspectibn of the 
offices of the lAC (Acq.) working in their charge so as to ensure that these 
instructions are being scrupulously complied with. A copy of tbe Board's 
letter dated 12th lune. 1984 is enclosed. 

To 

Sir, 

Approved by tbe Additional Secretary to tbe Govt. of India 
(The Ministry of Finance (Deptt. of Revenue) O.M. No. 241/S/S+-

A&:PAC-I, dated 15-3-19S5] 

F. No. 326/16/84-WT 
Government of India 
Ministry of Finance 

(Department of Revenue) 
Central Board of Direct Taxes 

, . 

New Delbi. tbe 12th June. 1984. 

All Commissioner of Income-tax (Acq.) 

I have been directed to enclose herewith a copy of paragrapb 4.22 of 
the 2J1tb report of the Public Accounts Committee (1983-84) on paragrapb 
1.18 of the report of C&AG for the year 1981-82. 

2. I have been directed to request you to please ensure, pa'rticularly in 
the light of the recommendations of the Hon'ble Committee, that 
instructions issued vide Board's F. No. 326/2i/83-WT dated 7th April, 198'3' 
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are complied with in letter and spirit. For this pnrpose you may carry oat 
the quarterly inspections of the offices-of lACs (Acq.) workins in your 
charp so as to ensure that these instructions are being scrupulously com-
plied with., 

Yours. faithfully, 
Sd/-

(S.C. Tiwari) 
Deputy Secretary to the Oovt. 

of India 

Lxtltlct oj liRa No. 4.22 of 211th Rlport oj PA.C (1983-84) 

46 instances have been mentioDed in the Audit Paragraph wherein either 
the acquisition proceediDgs were dropped without recording reasons and 
without giving aDY opportunity to the concerned Valuation Officers who had 
.determined the fair martet value or the DepartmeDt deemed the Valuation 
()fIicen' reports as incorrect/erroneous and dropped the proceeciiDSs on the 
basis of valuation reports of approved valuers. The Department had 
conceded to audit tbat in certain cases the reasons might not have been OD 
record, but held that tbe dropping of proceedings is entirely discretioDary 
ad cannot be challeDged. Tbe Committee have DOW been informed that 
tbe competent authorities have not given elaborate reasons iD the 46 cases 
mentioned in the Audit paragraphs for dropping of the proceediDgs. 
According to the Department "oDe reason for not enumerating tbe detailed 
reaSODS could be that tbe provisions of Section 269F (7) do not require 
recordiDg of detailed reasons since orders thereunder are not appealable". 
The Committee need hardly pOint out that the discret,ionary powers vested 
in the competent authority has to be exercised in a maDner that could carry 
conviction with a)). The Committee find that the total number of cases in 
which the valuation made by the Valuation Officers were nOl accepted during 
the four-year period from 1.4.1979 to 31.3.1983 is 604 for all the Acquisition 
Charges except Amritsar and Jaipur for which figures have DOt been 
available. The possibility of excessive reliance having been placed on the 
reports of the registered valuers eDgaged by the parties, which are tilted in 
their favour, cannot be ruled out in some cases. The Committee have been 
informed that the Competent authorities have now been directed 10 record 
reasons iD details not only in the orders directing acquisition of property but 
also in cases wbere the proceedinss once initiated are subsequently dropped. 
They have also been directed to consult the Valuation Officers and discuss 
the matter with them before rejecting or Dot acting upon the reports giveD 
by such valuation officers. The Committee "ould like the Department to 
eDSUfe that these instructions are complied with in letter and spirit. 



Reco ........ io. 

The Committee find that a proposal was made a high level meeting ot 
oOicen engaged in the administration of acquisition and valuation of 
immovable properties, convened in December, 1982 to examine the "legal 
possibility 'of laying down instructions to the competent authority for 
compulsory reference to tbe Valualion Cell in case of apparent considera-
tion exceeding Rs. 2 lakhs in smaller cities and RI. 3 lakhs in metropolitan 
cities and if possible such instructions". The Committee would like 
Government to give a serious consideration to the above proposal. 

[So No. 16 (para 4.23) of the 2Uth Report (1983-841 (7th Lok Sabha)] 

Aetloa takn 

~  desired by the Hon'ble Committee, the Government have given a 
serious consideration to tbe proposal mooted in December, 1982 regarding 
compulsory references to tbe Valuation Cell in consultation witb Ministry 
of Law. After consideration of tbe matter the Central Board of Direct 
Tilles have issued confidential Instructions F. No. 316/S2/83-WT dated 6th 
December, 1985. A copy of the same is enclosed for the" kind perusal of 
the Hon'ble Committee with a request that tbe instructions being confi-
dential in nature may not be incorporated in 'Bny publications of the 
Committee or otherwise communicated to the Press or public etc,; It would 
be seen tbat tbe monetary limits laid-down in tbe confidential instructions" 
issued are the sum of Rs. 3 lakhs and 5 lakhs respectively as against 2 latlw 
and 3 laths originally proposed in December, 1982. Tbe upward revision" 
of monetary limits has been made in view of increasing number of intima-
tions of sale transactions being received and also tbe enbancement in the 
monetary limits uls 269 C and 269 F by the Finance Act, 1984 with effect 

from 1st June, 1984. 

Approved by the Additional Secretary to tbe Government of India. 
[Tbe Ministry of Finance (DepU. of Revenue) O.M. No. 241/5/84-" 

A&PAC-Idt.9-12-1985]. 



To 

Sir. 

F. No. 316/52/83-WT 
Government of India 
Ministry of Finance 
(Department of Revenue) 

CONFIDENTIAL 

New Delhi, the 6th December, 1985. 

All Commissioners of Income-tax. 
Incharge of Acquisition .. 

SubjeCt: A.cquisition 0/ immo'Vable propertie8 .,nde, chapt" XX A. 0/ 
I.T. A.ct-to 'Valuation eel/unde, Section 269L(1) 0/ Income-
tax Act. 

In terms of section 269L(l) of the Income-tax Act. 1961. the Compe-
tent. ·Authority may, for the purpose of initiating proceedings for the 
acquisition of any immovable property under section 269C or for tbe 
purpose of making an order under section 269F in respect of any immova-
ble property. require ValuatiQn Officer to determine the fair market value 
of iUeb property and report the same to him. With a view to makin. 
proper utilisation of the Valuation Cell for tbe work relating to the 
acquisition of immovable properties under Chapter XXA of the I.T. Act, 
1961 and to put the proceedings and orders of acquisition on sound footin. 
tbe Board desire that tbe Competent Authorities should. as far al possible, 
obtain valuation reports from tbe Valuation Cell in all cases ~  the 
apparent consideration exceeds Rs. 3 lakhs (Rs. 5 lakh, for the cities of 
Delhi, Calcutta, Bombay and Madras) for the purpose of detcrminin. 
whether or not to initiate acquisition proceedings under section 269C(1) of 
tbe I.T. Act ana whether or not to make an order of acquisition. 

2. These instructions be brought to the notice of the Competent 
Authorities working in your charge and compliance be ensured. 

3. Receipt of tll is letter may please be acknowledged. 

Sd/-
(A.X,' FOTEDAR) 

UNDER SECRETARY TO THE GOVT. OF INDIA. 

Copy to: 

J. Chief Engineer (VaJuation) North Zone. 11th Floor, Rohlt HOUM 
No. 3 Tolstoy MarS, New Delhi-6 spare copies. 



l. Chief Engineer (Valuation) South Zone, 4th Floor Chordia BhavaD, 
No. 123-0, Mount Road, Madras-6 spare copies. 

(A.K. FOTEDAR) 
UNDER SECRETARY TO THE GOVT. OF INDIA. 

Reeo •• eDdadoD 

The facts narrated in the preceding paragraph show that in the matter 
of torrelation in assessments under various direct tax laws on the one hand 
and coordination between competent authorities and assessing officers OD 
the other, the position is far from satisfactory. The Committee· are not 
satisfied with the explanation of the Ministry of Finance that the officers 
in the Department are generally expected to suitably coordinate with each 
other. In the opinion of the Committee, this explanation only betrays 
complacency on the part of the Ministry. The Committee .. ave now 
been informed that the Board are considering laying down ·some specific 
guidelines for coordination between competent authorities and assessing 
officers. The Committee desire that these should be issued without any 
further loss of time. The Committee find that in two cases, tbe properties 
were already valued by the Departmental Valuation Officers for purposes of 
Capital gains tax/wealth-tax. The proposed guidelines may specifically 
require the competent authority to obtain copies of such reports, where 
available, before considering a fresh valuation for acquisition purposes. 
As under-statements in the value of property detected during acquisition 
proceedings give an idea of the extent of black-money involved, the 
Committee desire that the competent authourity shculd be required to 
invariably intimate the value determined to the jurisdictional assessing 
officers of both transferer and transferee for appropriate action. 

[So No. 18 (Para No. 4.25) of the 21lth Report of ~ Accounts 
Committee (1983-84) (7th Lok Sabha).] 

AcdoD takea 

As desired by tbe Hon'ble Committee, the Board have issued Instruc-
tions to the Officers of the Department for Co-ordination between Acquisi-
tion authorities and Assessing authorities. A copy of tbe same is encJosed 
for the kind inrormation of the Hon"'ble Committee. 

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

rrbe Ministry of Finance (Deptt. of Revenue) O. M. No. 241/5/84-
A&PACI dt. 9-12-1985] 



To 

Sir, 

F. No. 316/9/84-WT 
Government of India 

Instruction No. 1673 

Central Board of Direct Taxes 

New Dehli. the 6th December. 1985. 

All Commissioners {\f Income-tax. 

Subject: Co· ordination between Inspecting Assistant Commissioners 
(Acquisition) 411d Assessing Officers. • 

Certain cases have come to the notice of the Board in which Inspecting 
Assistant Commissioners (Acquisition) did not inform the assessing officers 
having jurisdiction over the cases of the transferers and tbe transferees 
about the initiation of acquisition proceedings. nor did they forward tbe 
detailll of the valu.ition of the fair market value of the immovable property 
relied upon by them for the purpose of initiation of acquisition proceedings. 
Tbe absence of proper co·ordination between the lACs (Acquisition) and 
the assessing officers may result in different treatment being given in respect 
of the same immoYable property and may also result in under assessment. 

2. The Board desire that tbe lACs (Acquisition) should, simultaneously 
with the initiation of· proceedings for acquisition, inform the assessing 
officers conccJDed about the initiation of acquisition proceedings. They 
sbould also kerp the assessing officers informed about the developments 

durins tbe course ofproceeding5 511::11 as e,timltes of the fair market value 
made from time to time and the 6nal decision taken to acquire or not to 
acquire the p:cperly. 

3. The Beard further desire that the lACs (Acq.) ~ while making 
reference for valuation of any immonble property request the Valuation 
Officer concerned to escertain from the assessing officers whether the 
property in question had been previously valued and, ifso, the detaiJlI 
thereof. 

4. The assessing officer should, in turn, carefully examine the implica-
tions of the information thus received from the point of a view of various 
direct taxes Acts and take sucb action as may be necessary for the proper 
a6lC88ment of the transferers and the transferees under these Acts. 



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

Yours faithfully, 

Sd/-
(A.K. FOTEDAR) 

UNDER SECRETARY TO THE GOVT. OF INDIA. 

Copy to: 

1. All Commissioncrs of Income-tax/Controllcr of Estate Duty. 

2. All Directors of Inspection. 

3. All Registrars of Income-tax Appellate 1ribunals. 

4. C&AG of India-40 copies. 

S. Bullctin Section. Directorate of Inspection (RS&P), 6th Floor, 
Mayur Bhavan, Ncw Delhi-to copies. 

6. Statistician (I.T.)-6 copies. 

7. Director of Inspection ~  Aiwan-c-Ghalib, Mata Sundri 
Lane, New Delhi-6 copies. 

8. Dircctor of Inspection (R&S), Mayur Bhavan, Ncw Delhi-6 copies. 

9. Chief Engineer (Val.) 4th floor, Cbordia Bhavan, No. 123-0, 
Mount Road, Madras-6 copies. 

10. Chief Engincer (Val.), 11th Floor, Rohit House No.3, Tolstoy 
Marg, New Delhi-6 copies. 

11. lAC of Income-tax, Inspection Division, CBDT, Vital BhavaDL 
D-Block, Ground Floor, Room No. 13, Ncw Delbj-3 copjes. 

12. The Dircctorate of Inspection (Publication and Public RelatiOns) 
2nd floor, Hans Bhavan, B.S. Zafar Marg, Near THat Bridge, 
New Dclhi-6 copies. 

13. All Commissioners of Income-tax (Appeals)/AII Controllers 

of Estate Duty. . . 

14. C.I.T. (D.R. before tbe Settlement Commission ior I.T. &: W.T.) 
4th 800r, Lot Nayak Bbavan, Khan Market, New Delhi-3 copies. 

Sd/-
(A. K. FOTEDAR) 

UNDER SECRETARY TO THE OOVT. OF INDIA. 



RecoDUIleDd8tloD 

The Committee find that up to 30-11-1982, only IS ~  

~ been acquired by the Department. In these properties, against the 
apparent consideration of Rs. 15.15 lakhs, the fair market value estimated 
was Rs. 24.38 lakhs. Compensation has been paid for 9 properties at 15% 
above the apparent consideration. The Act only provides that once the 
possessio!) of the property is taken over, it shall vest absolutely in the 
Central Government. The CeJ!tral Board of Direct Taxes had issued guide-
lines on 18 May, 1977 to the effect that properties which are not req1rired 
for Government use would be sold, as early as possible, in the open market 
so tbat Government's runds are replenisbed from time to time and there 
is no undueburden on the exchequer in providing funds for payment of com-
per.sation fur properties acquired. The Committee, however, note that eYell 
prior to the issue of these guidelines, a decision had already been taken tbat 
the Central P.W.D. would take qver the immovable properties in question 
from the Revenue authorities after the forfeiture had become final. Tbis was 
communicated to the Ministry of Finance on 18 November, 1976. The 
Committee would like to know what prompted tbe Board ~  issue such 
guidlines for sale when a decision had already been taken to hand over these 
propenies to tbe C.P.W.D. The Committee find from tbe statement of 
IS properties so far acquired tbat one of the propenies for which a compen-
sation of Rs. 1,84,000 bas been paid is tenanted and the tenants are paying 
only a monthly rent of Rs. 440/-to tbe Executive Engineer. OK' Division, 
C.P.W.D., New Delhi. Another property, a bungalow in Jalandhar, is let 
out to the Income-tax Officer. Yet another propeny in Delbi is still in 
possession of the Commissioner of Income-tax and efforts are being made to 
sell the same. Two of the properties are plots in Meerut and it is noticed 
that the C.P.W.D. has not yet pbysically taken possession of these plots. 
The Member. C.B.D.T. appreciated during evidence tbe suggestion of the 
Committee for auctioning ·the propenies to vouchsafe the correctneu of 
acquisition in tbe .eyes of the public, for tbe fair market value would be 
even more tban what was estimated at tbe time of initiation of proceedinp. 
In any case: tbe Committee trust that tbe properties acquired under tbe Act 
will utiliKd in the best interest of Government. All tbat tbe Committee are 
concerned witb is that prompt decision should be taken by Government in 
regard to tbeir retention/disposal. In case, bowever, it is decided to dispose 
of any of the acquired properties, tbe Committee dcsiJ'e that those should 
be disposed of througb open auction. The Committee are positive that in 
no case auy of the acquired properties should be allowed to be used for any 
individual officer of the Department. 

[So No. 20 (para 4.40) of the 211th Report (1983-84) (7th Lok Sabba)] 



Action Take. 

The Hon'ble Committee have expressed a desire to know what promp-
ted the Board to issue guidelines for sale of properties which are not 
requirc:d for the Government use when a decision had already been taken to 
hand over these properties to the C.P. W.O.· In this connection it is submitted 
that the Financial ·Memorandum to Taxation Laws Amendment Bill, 1971 
itseir provided for the creation of a Revolving Fund which could be used 
for paying compensation and could be replanished from time to time as and 
when acquired properties wer.e sold. Decision that acquired properties would 
be managed and accounted for by C.P.W.O. and if not found fit for the 
government purposes would be sold was taken at the level o( Minister for 
Revenue and Banking witb the concurrence of Minisier of Works and Hous-
ing. However, practical difficulties in ~  the C.P.W.D. to taite over 
these properties have arisen in certain cases which are. beirg followed up 
witb the C.P.W.D. and the Ministry of Works &: Housing (now Urban 
Development). 

2. The observations of the Hon'ble Committee tbat in no case any of the 
acquired properties should be allowed to be used for any individual officer 
of the Department have been noted for future guidance. 

Approved by the Additional Secretary to the Government of India. 

[The Ministry of Finance (Deptt. of Revenue) O.M. 
No. 241/S/84-A&:PAC-I dt. 9-12-1985) 



CHAPTlIlOI 

RECOM MEN DATIONS/OBSERVA noNS WHICH THE COMMI1TEB 
DO NOT DESIRE TO PURSUE IN THE LIGHT OP THB 

REPLIES RECEIVED FROM GOVERNMENT 

The proviso to Section 269D(1) stipulates that no acquiaition proceed-
inas shall be initiated in respect of any immovable property after expiration 
of a period of nine montbs from tbe end of the montb in whicb the instru-
ment of transfrl' in respect of sucb property is registered under tbe Registra-
tion Act. ]908. For this purpose. tbe publication of a notification in the 
Gazette is complete only wben tbe Gazelle containinl tbe notification is 
available to tbe Public. In their circular dated 21st May. 1981. the Central 
Board of Direct Taxes had issued instructions that tbe notices sbould reacb 
the Preas at least 6 to 8 weeks in· advance of tbe limitation dater The 
Committee bowever. find that during the period from 1979-80 to 1982-83. 
in 2S C8IeI'IlCquisition proceedings could not be initiated owing to delay in 
notification. The sale consideration involved in these CUCi wu RI. 36.46 
laths. wberea the fair market value wu RI. 101.46 laths. In ODe cue 
reported in tbe Audit Paragraph. the fair martet value determined by the 
Departmental Valuation Officer was Rs. 3.90,000/- against tbe declaration 
of RI. 4S.000/-whicb only bigblights tbe extent of under statement. In tbis 
context. it is significant to note tbat initialJy the period wu Sill months 
whicb wu raised to nine months by tbe Income-tu (Amendment) Act. 1973 
with retrospective effect from 15-11-1972. That cases of failure to initiate 
proceedinas within the prescribed limit continue to occur only sbows tbe 
need for more care. In paragraph 3.92 of their 7tb Repon (6th Lot Sabba). 
the Public Accounts Committee (1977-78) had recommended that G.)vern-
ment should take early action to bring forward an amendment to enable 
all cues wbich had become time-barred beinl revalidated and re-opened. 
The Ministry of Finance bad apprised the Committee in December. 1978 and 
apin in December, 1980 tbat tbe proposed amendment W81 under considera-
ti6n of Government. Altbough a period of over tbree yean has since 
elapsed, the matter is still pendinl. The Committee would like Govern-
ment to brinl forward the proposed legislation witbont further delay. 

[So No. 6(Para No. 3.12) of the 21lth Report of Public Accounts 
Committee(1983-84) Seventh Lot Sabha).] 
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AdI_Tak .. 

Kind attention of tbe Hon'ble Committee is invited to this Ministry's 
OIIce Memorandum F.No. 241/33178-A&:PAC-I dated the 26th ~  

1985. 

2. ne above recOmmedation of tbe Public Accounts Committee bas been 
reiterated at para 3.12 of tbe 21lth Report (1983-84). The Committee llave 
already been informed tbrough action taken note on para 3.92 of the 7th 
Report (1977-78), sent to Lot Sabha Secretariat vide this Ministry's O.M.F. 
No. 241/33/18-A&.PACI dated the 26th November, 1985. 

3. In view of tbe above, a separate aclion laken note on this l'tLT& i. not 
being furnished. 

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

(The Ministry of Finance (Department of Revenue) O.M. 
No. 241/5/84-A&PAC-J dt. 6-12-J985) 

lleeomDl.datioD 

Acquisition proceedings under tbe provisions of Chapter XXA of tbe 
Act can be initiated where an immovable property of fair market value 
ezceeding Rs. 2S,CXXJ/-is transferred for an apparent consideration, which is 
less than the fair market value by more rhan IS per cent of the apparent 

monetary consideration. Indiscriminate selection of cases for initiating 
acquisition proceedings not only causes infructuou!i work in tbe Department 
but also results in unnecessary harassment to botb tbe transfeler/transferee 
of property. It is, therefore, important that case for initiating acquisition 
proceedinss are selected with utmost care. Tbe fact that out of S3,:nO ~ 

in which acquisition proceedings were initiated upto 31.3.1983, as many as 
26,116 cases had to be dropped indicates that the care had not been taken in 
selecting cases for initiating acquisition proceedings. The Committee would 
like to reiterate their earlier recommendation contained jn paragraph 3.9l 
of the 7th Report (Sixth Lolc Sabha) tbat in issuing notices of acquisition of 
immovable property, due caution should ~ ~  so that as far as 
_poSSible only genuine cases of under-statement of value are proceeded 
against. This step would also make. the job of acquisition officers more 
manageable. The Committee cannot help feeling that so many notices would 
Dot have been issued had the lower formations followed the circular instruc-
tions issued by the Board scrupulously. 

(8. No.7 (Para No. 3.32) of tbe 211 th Report of Public Accounts 
Committee (1983-84) (7th Lok Sabba». 
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The attention of the Acquisition Officers have been drawn to the 
recommendations of the Hon'ble Public Accounts Committee in this .behalf. 
Further, it has been 'emphasised upon them that they should ensure that· the 
instructions contained in the guidelines issued by the Board from time to 
time in respect of selection of the cases for initiation of acquisition proceed. 
iDSl are strictly followed by lACs (Acq..) A copy of the Board's letter dated 
12th June, 1984 from F. No. 326/16/84·WT issued in this behalf is enclosed. 

To 

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

[The Ministry of Finance (Deptt. of Revenue) O.M. No. 
241/S/84-A8tPAC-I. dated 15-3·1985] 

F.No.326/16/84-WT 
Government of India 
Ministry of Finance 
Central Board of Direct Taxes 

New, Delhi, the 12th June, 19S4. 

All Commissioner of Income·tax (Acquisition). 

Sir, 

I have been directed to. enclose herewith a copy of paragraph 3.32 of 
the'21 Ith Report of Public  Accounts Committee (1983-84) on paragraph 
1.18 of the teport of the C8tAG for the year 1981-82. 

2. The Board have issued the following guidelines in respect of selec. 
tion of cases for initiation of acquisition proceedings; 

(i) Secret D.O. Jetter From K.E. Johnson tbe then Member, CBDT 
vide Board F. No. 328/113/72.wt dated 28th August, 1973. 

(ii) Confidential D.O. leUer from Shri G.D. Tandon the then Member 
CBOT vide Board's F. No. 316/34/83-WT dated 28th March, 1981. 

(iii) Secret D.O. letter from Shri K.R. Raghavan the then Member 
CBDT vide Board's F. No. 316/34/83-WT dated 10.10.1983. 

3. I have been directed to requellt ~  thnt it may he ensured that the 
jpstructiolls contained in these Sdidelines are striclly followed by lACs 
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(Acq.) in your'charge. I have also been directed to request you to take 
suitable action in the case of lapse. 

Yours faithfully, 

Sd/-
(S.C. Tiwari) 

Deputy Secretary to the Govt. of India 

Extract' of Para No. 3.32 of 21lth Report of PA.C (1983-84) 

Acquisition proceedings under the provisions of Chapter XXA of the 
Act can be initiated where an immovable property of fair market value 
exceeding Rs. 25,000 is transferred for an apparent consideration, which· is 
less than the fair market value by more than 15 per cent of the apparent 
monetary consideration, Indiscriminate selection of case for ioitiating 
acquisition proceedings not only causes infructuous work in the Department , 
but also results in unnecessary harassment to both the transferer/transferee 
of property. It is, therefore, important that case for initiating acquisition/ 
proceedings are selected with utmost clue. The fact that out of 53,310 cases 
in which acquisition proceedings were initiated upto 31.3.1983, as many as 
26.116 cases had to be dropped indicates that the care had not been taken 
in selecting cases for ipitiating acquisition proceedin!s. The Committee 
would like to reiterate their earlier recommendation contained in paragraph 
3.91 of their 7th Report (Sixth Lok Sabha) that in issuing notices of acquisi-
tion of immovable property, due caution should be exercised so that as far 
as possible only genuine cases of under-stBtement of value are proceeded 
against. This step would also make the job of the acquisition officers more 
manageable. The Committee cannot help feeling that so many notices would 
not have been issued had the lower formations followed the circular 
instructions issued by the Board scrupulously. 

Rec:ODUDenil.tioD 

The Committee find it rather perturbing that out of the· total pendency 
'of 26,759 cases as on 31 March, 1983, as many as 1120 are sucb wherein 
no pursuance action was taken for over three years as reported by Commiss-
ioners of Income-tax. This is indicative of not only laxity at the level of 
competent authority but also of laxity in supervision exercised at higher 
levels. Such a state of Hffairs should cause serious concern to Government. 
The Committee would like the Department to en",ure resumption of proceed-
inas in these 1120 cases without any further loss of time. The Committee 
desire that in all such cases responsibility for the 1.apse should invariably 

be filed for appropriate action. 

[So No. 13(pare 3.51) of 21Jth Report(1983-84)(7th Lok ~  
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Adio. Taku 

Recommendation contained in para 3.S I of the 211 th Report of PAC 
(1983-84) was forwarded vide Board's letter F. No. 326/16/84-WT dated 
12-6-84 to'the Commissioner of Income-tax, West Bengal. Calcutta/Bombay-
City-XII, Bombay/Rohtak/Bhopal/Kanpur and Cochin asking them to 
examine Acquisition cases which pertained to their charge and fix up 
responsibility for the lapses as desired by the Hon'ble Committee. These 
Commissionen of Income-tax have assigned the following reasons for non 
pursuance action for long period in the 1120 cases pending with them :-

(i) due to non availability of adequate staff with the lAC (Acqn.) 
Ranges concerned ; 

(ii) proceedings could not be followed up in some cases on account of 
the matten pending before various Courts; and 

(iii) due to delay in receipt of valuation reports from the Valuation 
Officers. 

As regards providing the adequate staff to the IAC(Acqn) Ranges for 
timely disposal of the acquisition cases it is mentioned that the Department 
have already mooted proposal for additioDal posts for acquisition purpose!'!. 
It is also mentioned that out of 1120 acquisition cases in question more than 
600 cases stand disposed of. 

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

[The Ministry of Finance (Department of Revs:nue) O.M.No. 
241/5/84-A&PAC-1 dated. 6-12-19851 

lleco •• ead.tio. 

The Committee find that in at least three cases out of the six mentioned 
in paragraph 4.2. tbe values estimated for acquisition proceedings have since 
been communicated by the I.A.C. ~  to the concerned Income-taxI 
Wealth-tax Officers assessing the Income/Wealth Tax in these cases. In one 
case the value shown in the wealth tax return being lower than even the 
apparent consideration. The Wealth-tax assessments for the assessment 
years 1971-72 to 1974-75 have been re-opened and are pending. In another 
similar case, as the original transaction dates back to Octobe-r. 1972, no 
further action is possible now. In yet another case, the assessee wall carrying 
on the business of construction.and therefore, the property in question being 
stock-in-trade was not shown separately in the wealth-tax return. In regard 
to subjecting the cases to levy of capital g.ains tax on the difference between 
the rair market value and apparent sale consideration, the Ministry have 
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informed that in three cases the capital gains have been brought to asseu-
ment on the basis of the apparent consideration for sale. In so far as the 
levy of gift-tax is concerned. in one case, gift-tax proceedings have been 
initiated and in respect of other two cases the Ministry have informed that 
the assessing officers are fully aware of the initiation of acquisition proceed-
ings and the fair market value estimated for the purpose of initiation of 
acquisition proceedings. The question of taking further action is reportedly 
under their consideratioq. The Committee would like to be informed of 
the further action taken in these cases. It is apparent that action in most 
of the case. is initiated only after the Committee are seized of the matter. 
They deplore such a tendency. The Committee desire that immediate action 
should invariably be taken as soon as such cases come to notice. 

[So No. l7(Para 4.24) of the 211th Report of Public Accounts 
Committee (1983-84)(7th Lok Sabha).J 

AcdoaTakeD 

The question regarding leviability of Gift-tax on the difference between 
the fair market value c"limated for initiating acquisition proceedings under 
the Income-tax Act. 1961 and the apparent consideration for the transfer 
disclosed by the transferor has been examined by the GoYernment in 
consultation with the Ministry of Law. A copy of advice received from the 
Ministry of Law is enclosed for the kind perusal of the Hon'ble Committee. 
It would be seen that the conditions precedent for the orders of acqu'isition 
aDd levy of Gift-tax are ordinarily mutually ex;lusive and therefore both the 
proceedings cannot be initiated simliltaneously. 

2. Under the existing provisions, th.ere are difficulties also in levy of 
capital-gains tax on the difference between the fair market value estimated 
for acquisition proceedings and the apparent consideration for the transfer 
disclosed by the transferor. The ~  Court of India in their Judgement 
uK.P. Varghese-Vs-ITO." (1981) 131 ITR 597 he.ld that the more difference ' 
between the. fair market value and the disclosed consideration for the 
transfer in itself would not justify the levy of capital gains tax on the basil 
of the fair market value unless there is some material to indicate that tbe 
transferor had. in fact. received consideration more than that disclosed. 
For the purpose of initiation of acquisition proceedings Section 269C laid 
down that where there is a difference between the fair market value and the 
apparent consideration exceeding 25% of the apparent consideration there 
will be presumption that the consideration for transfer has not been truly 
stated. As there are no similar provision for capital gains tax, it cannot be 
said that in every case where the proceedings for acquisition are being 
initiated action for levy of higher capital gains tax can be taken. 

However. on the basis of the fair market value determined at the time 
of initiatin8 the proceedin8 for acquisition in some of these cases the 



-nt, o8icer .. " reopened the laco .... tax!Wealth-tu a ......... ttl 
tile transferor. arorta are under way for quict dispcMal of tbe a_ .... 
lb. nopeaed. 

(Approved by tbe Additional Secretary to tbe Govl of India) 
[The Ministry of Finance (Oop«. or Revenue) 
O.M. No. 241/S/84·AaPAC.;I. dated 9-12-1985) 

B%lrtlCtI lalca/rom Jllnlstry ol'.w', opl"'011 ~  10-10-191$ 
A.T. PP. 31/_ 10 39/N 01 F. No. 326/31/8J.WT 

1be poiat under consideration il whether proeeedinp under leClioD 
269C of the Income· tax Att and those under Section 4( I )(a) of tile Gift-to 
Act can be initiated simultaneously. 

2. Oa an earlier occasion, on 25-2-1984. we had advised tbat tbe liability 
to pay .ift-tu is on rbe transferor and tbe liability in tbe event or 
transfer of under-valued immovable property is on tbe transferee, and 
daerefore, dIe.re sboald be DO bar fo proceed alinst the traDSferor for 
paJIDCDt of lift-tax simultaneously witb the initiation of proceedin .. for 
aClquisitiou of proper., under Chapcer XXA .,ainst tbe transferee of tbe 
IaIDC property. We bad advistd Ibat tbe incideoce of aU\ ·In and tbe 
proeredinp uder Chapter XXA docs not rail on the lame perlOn. 

l. Tbe Drpartmcnt bas rrquestcd u. to m::cm.ider tbis opinion on tbe 
\to"u4 \\\a\ ... ~ ~ ~ of a<:(\u\\,\\oo and ~  lift docs not ran 
on tbe same penon, in tbeir opinion, both tbe proceedings are exclusive 
of each other. 

4. Under Section 269C. tbe comretent authority is empowered to initiate 
the proceedings for acqui,itior. of property where it has reasons to believe 
that it bas been transferred by a person to another for an apparent 
consideratioD which is less than tbe fair market value of the property, and 
where the coDsideratioD bas Dot been truly stated in tbe instrument of 
transfer. In efFect, the transferee wbo becomes the owner of the property 
pays more to the transferor tban wbat is stated in tbe instrument of transfer. 
11lis is rendered ineffective by tbe acquisition or property by tbe Government. 

S. TIte coaditio. precedent for tbe success of these proceedinp ""., 
aI'a are: 

(a> tbat tbe competent authority bas reaSODS to be believe tbat tlae (air 
market value of tJaeproperty exceeds the apparent conaideration • 
for the transferee by more than 15% of tbe laUer; and 

(b) tbat tbo· competent autbority has reason to believe that the 
cODIideration agreed upon between tbe parties for the 'ranaler hal 
DOt beeD truJy atated in the wtrumeBt of transfer. 
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6. nlll, tbese proceedinp can succeed if it is found tbat the transferer 
ba received conlideration more than wbat has been shown in tbe deed of 
tranlfer and tbat tbe fair market value .aceds the apparent consideration 
by more tban 15% of the latter. By way of ill ustra I ion, it may be pointed 
out t .... if a property whose fair martet valae is lb. 2,40,0001-a" file 
ume il IOld for RI. 2,00,000/-wbere tbe transferee b .. actually paid RI. 
2.40,000/-to tbe transferer, the Revenue will be justified in acquirinl tbil 
properly, in wbich case tbe transferee wilfbe deprived or the property but 
_ill let Ils. 2,00,000/-al tbe apparent cors'deration and Ill. 30,000/-towards 
15% ia tbe forlD or IOlatium. 

7. 0Dcc &he Rnenue find. tbat tbe traDlrerer bas received Rs. 2.40.00QJ-
aDd tbe market value is allO Rs. 2,40,000/-, thoulb lbe amount Ibown ia 
the ule deed is only RI. 2,00,000/-, tbe point ror consideration is whether 
it caD be caUed a deemed .ift. 

L Sub-Jedion 4(1)(a) or .he Gifl-laz Act provides. Intn-lllitl. tbat where 
lIac pr(\perty il Iraaifcrrrd otberwise tban for adequate consideration, tbe 
amoDOt by which the market value of the properly al the date of transfer 
actcdllhc value 01 the cODiideration, shall be deemed to be a lift made bJ 
tile uusferer. 

9. Therefore, tho5c c:;asa cu ran withia tbe definition of "deemed lift' ia 
au tile property is IOld otherwise than for adecluate c:oftsideutioG aDd, 
tile market value exceeds the consideratioD f'e{%;ved by r/lt: rrllnsrerer. En 
the above cue, if tbe ~  proceedings are successful thcre will have 
to be a iodiol that the transferer has received consideration wbich is more 
by 15% thaa ~ appareat coasideration. Therefore, if tbe proceedings of 
",uilition are successful. it cannot simultaneously be a case of "deemed 
lift'. In cue it il a deemrd lift, tbe revenue will baye to establish that tNt 
tralllferer receiyed less tbaa the market value of the property. 

10. lbe.provilions in clauses (8) and (b) of sub-sectioa (2) of section 
28C eDable W Revenue to raise presumptions. but tbey are not tbe duu:.-.......... 
11. On feoCOasideratioa, it would appear tbat both the. ~~  
caDnot be initiated simultaneously and tbat a case of 'deemed gd'l ~ arue 
.".,.. tile pracadiap under Section 269C are fouad to be not jIlMified. 

Additional Secretary may like to lee. 

Sel/-
(Jt. Secretary aad Lelal Adviser) 

1 ()'I ()'198S. 



CHAPTER IV 

RECOMMENDATIONS/OBSERVATIONS THE REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND 

WHICH REQUIRE REITERATION 

RecODlmeadatio. 

The Committee are purturbed over a pbenomenal increase in the 
pendency of acquisition cases. As against 8,237 cases pending as on 

·1.4.1979, there were as many as 26,759 cases pending as on 31.3.1983. The 
Committee need bardly point out tbat tbe prolongation of proceedings not 
only causes undue barassment to the parties by keeping them in suspenae 
but also generates new avenues of corruption. Tbe Cbairman, Central 
Board of Direct Taxes conceded during evidence tbat tbey wrre "also very 
unbappy about it". Such a beavy p.endency not only points to the need 
for a review of tbe existing procedures prescribed for finalisation of 
acquisition proceedings but also allout efforts for tbeir liquidation. On tbe 
Committee's enquiring about tbe steps proposed to be taken to liquidate 
tbe pendency, tbe Ministry bave stated that the Department is "considering 
E.bout introducing an action plan for partly liquidating tbese proceeding 
during tbe year commencing on lst April, 1984". The Committee desire 
that tbe Ministry should introduce the proposed action plan witbout delay 
and implement it witb vigour. Tbe Committee would like to be apprised 
of tbe targetli fixed in tbe action plan 1984-85 and tbe achievements made 
tbereunder. Tbe Committee would also like to be informed of tbe steps if 
any taken or proposed to be taken to stream-line tbe existing procedure 
with a view to accc:Jerating the pace of disposal of acquisition proceedings. 
At tbe same time. the Committee would also like Government to consider 
tbe feasibility of imposing a statutory time-limit for the disposal of 
acquisition orders, as in the case of otber tax laws. 

[So No. 11 (para No. 3.49) of tbe 211tb Report of Public AccOunts 
Committee (1983-84) (7th Lok Sabba).] 

Actio. takea 

The targets fixed and targets achieved in tbe Action Plan for lACs 
(Acquisition) for disposal of pending Acquisition Proceedings for tbe year 
1984-85 (upto 31.3.1985) are given in Annexure-I. Tbe entire gamut of 
the provisions of acquisition under tbe Income-Tax Act, 1961 is being 
critically examined by the Government with a view to streamline· the Law 
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aDd procedures and have an effective and less cumbersome system ot 
acquisition of immovable property to counter-act evasion of tax. 

Havins regard to the constraints of man-power engaged in acquisition 
work durins the year, the results of the action plan appear to be, on the 
whole satisfactory. 

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

[Ministry of Fin!lnce (DepU. of Revenue) O.M. No. 241/5/84-A&PAC-1 
dt. 13 December, 1985] 

~  

ACTION PLAN FOR THE DISPOSAL OF ACQUISITION PROCEEDINGS 
DURING 1984-85 AND RESULTS ACHIEVED THEREOF 

Targets fixed 

(a) All cases of acquisition pro-
ceedings initiated upto 31st 
March, 1980 should be dis-
posed by 30th September, 

1'84· 

(b) All cases where acquisition 
proceedinls were initiated 
durinl 1St April, 1980 to 
31st March, 1982 should be 
disposed of by 31St March, 
1985. 

(a) 

Targets achieved 

(i) Number of cases pend-
inl as on 1.4.84 where 
acquisition proceedinas 
were initiated on or 
before 31.3.80 : 

6192. 

(a) (ii) Cases disposed of out 
of (a) (i) above: 

2773. 

( a) (iii) Tarsets achieved 
44.14% approximately. 

(b) (i) ~  of cases where 
Acquisition proceedings 
were initiated durinl 
1.4.80 to 31.3.1982 l 

12637· 

(b) (ii) Number of cases dis-
posed of out of (b) (i) 
above: 

5671. 



Taqealaed 

(c) 11aere abould be an overall 
redactiOil of 20% iD tbe 
peDdCDC)' carried forward as 
OD 1.4.1985 as compared to 
die peadenq brouabt fbr-
want 08 1.4 1914. 

(b) (iii) Tupts adaiewd 44% 
approximate". 

( c) (i) Number or peDdin. 
Acquisition proceediDP 
broupt rorward as on 
1·4.1984 : 

31601. 

( c) ( Ii ) Number of AcqllilitioD 
proceedi .... added after 
1.4·1. : 

12940. 

(c) (Ui) Total of (c) (I) a (c) 
(ti) alMne: , ... 

+12940 
44541 

(c) (iY) Naaber or cua eli.-
posed of out 01' (e) (iii) 
above : 

9316-

Taraeu achieved: T1me 
hal ben no redUCUOD 
in the pendency of cues 
as on J .4.15 as com-
pared to 1.4.14. There 
has actually been an 
incrcue in the pendeDCY 
by 3624 caICI, that i. 
11.50/0 over the per 
dellCY al OD 1·4.14. 



.ec ..... ItI_ 
The .m .pecilc cua of Bombay cbar.e bighligbted in tbe Audit para-
~ wbae the difl'erence between tbe fair market value and the apparent 

COD •• dention was oyer Rs. 20 latbs. ,bow tIlat acqaisition proceellings were 
not panued by tbe acquisition ofticen for aboat foar ycarl after tbe issue 
of notices of acquisition prior to I April. 1979, till tbe omission was pointed 
out in Audit. The Cbairman, CBDT admilled before the Committee tbat 
panu.ace action in tbae cases wal resamed on receipt of tbe draft Audit 
panarapb. Tbe Cummiuee are sbocked to learn this, As for tbe latest p0si-
tion in tbese cateS, it is seen that in one case ~  have now 
bea1 tuen up, ;0 Iwo casa there bas been a difference of opinion oa tbe 
qUCl1ion of rair market value between Ibe lAC (Acquisition) and the depart-
mental yaluen. necessitatinal reference to tbe Cbief Engineer (Valuation) 
to aamine the qunlion of correct fair market value. Order of acquisiti01l 
aader Section 269F (6) bas .ince beea passed in one of these cases. In yet 
another caw, a rdt'rence bal been made to die Ministry of Law to examine 
..... ber it would be appropri.te 10 carry out the proceedinp for acquilition 
eva thouab me sale transaction in qUCltion bad been approved by the 
HiP Colan. ID the last case, the Hiab Coun of Bombay bas ,ranted a stay 
of fartlalr proceedi. iD respoue to tbe party". writ petitioD aad e«orts 
are 1IDCIcr way to lie suitable .pplication before the Hi&h Court 10 as to 
apedite the aaattcr. The Committee apect that pul'lUaDCC action in all 
..... CUll ....... the f • .....tel ..aile cIolenaiMd is ....... ti.lly Maher 
.... .....,...t couidcralioa. would be taken with utmolt e&pedition. The 
Co.-uee would like to be informed of the latest position in tbae cases. 
'Be Com-illce would allO like. J)epMU8eDt to k responsibility and 10 
taU appropriate lCiioD apiall &be 0'" conc:croed. ~ . 

IS. No. t2 (Para 3.50) or tile 211m Report (IMJ.84) (7tb Lot; SaWla)l 
.. . .... .,.... 

Oat or tbc 1m cueI pointed out in para 1.18.09 of ~ Audit lleport for 

the year 1981-82 the order of acquilition has beeD ~ ID F«!ra:!; = 
ID the cue aaentioned in sub-para (C). The proceedmp ba d 't bas 
completed in the ca!.Cs mentioned in sub-paras ~ ~ aod (e) ~ fOl' 
beeia decided to pass orden uJs 269F (7) ~ ~  ~ pr. !" 
acquisition. The case mentioned in ~  (b) IS beln, ~ ~~ 
aDd is litely 10 be finalised sbortly: ~  IS a stay ~ ioD'ble Hi':ta 
Coun of Bombay in tbe case mentioned an ~  " tb alternative 
Court hU .lready beeD moved for hftina of the stay or In e 

early dispoaal of tbe proceediDp before tbem. 

the Additional SecretarY to the Go .... 1Mia) 
~ ~  of FioaDce (Deptt. of Revenue) OM No. 

241/S/84-AAPAC1• datod 9-12-1985) 



CHAPTER V 

llECOMMENDA TlONS/OBSERVATIONS IN RESPECT OF 
WHICH GOVERNMENT HAVE FURNISHED INTERIM 

REPLIES 

RecommeDdatioD 

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

[So No.4' (Para No. 2.22) of 21Jth Report of Public Accounts 
Committee (1983-84) (7th Lok Sabba)], 

Actloa Tuu 

The Income-tax (Amendment) Act. 1981, operative from 1.7.1982 
extended the scope of operation of acquisition provisions to certain types of 
transfers of immovable property (flate or premises) tbrougb the medium of 
transfer of shares in cooperative societies and companies etc., not requiring 
registration under the Transfer of Property Act. In view of tbe extra work 
thrown up by the above amendment, a study was conducted by Directorate 
of Organisation and ~  Services (Income-tax) to assess the 
additional requirement of officers and staff. The study revealed that the 
inflow of 37·EE forms, as a rtsult of the new amendment had not gathered 
momentum during the period 1.8.82 to 31.10.1982 in all the charges justi-
fying additional posts, except in Bombay Charge, for which two additional 
posts of lAC (Acq.) with complementary staff were recommended. 

2. The existing provisions unde,. Section 269 (F) and 269 (P) of the 
Income-tax Act, 1961 relating to acquisition of immovable property have 
been amended by Finance Act, 1984. By amendOlent of Section 269 (F), the 
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tbonetarylimit of fair market value of property for initiating proceedings 
has been raised from Rs. 25,000/-. to Rs. 1 lakh and by amendment to 
SectioD 269 (P) for the purpose of receipt of 37-G forms tb! limit has been 
raised from Rs. 10,000/-to Rs. 50,000/-. These Iim;ts have come into effect 
from 1.6.1984. . 

3. [n para 2.21 in 21lth Report, the Public AccouDts Committee has re-
commended that in order to reduce the workload and to overcome the difficul-
ty encountered in the scrutiny of a large number of forms received from the 
Registering Authorities, the Board may examine the feasibility of adoptiDg 

~  stratified sample method. This recommendation is beiD8 examiDed 
by a Committee constituted by the CBDT. 

4. The amendments to tbe provisions of acquIsItion proceediDgs 
brought out by the Finance Act, 1984 as referred to in para.2 above and the 
recommendations made by the PAC in para 2.21 of its report would effect 
the quantum of workload of acquisition proceedings. The work Study to 
assess tbe'strength of manpower required to deal witb acquisition work can 
be undertaken only when the workload as ~  by the changes referred 
to in paras 2 and 3 is ascertained. One of the cardinal principles of Work 
Study it that whenever changes in the methods of wt)rk have laken place, 
the work Study of the Staff strength should be undertaken only after the 
revised procedures have been firmly established and the workload consequent 
to these chaDges has stabilised. In the circumstaDces, the proposed Work 
Study caD be uDdertaken by the Directorate of OclM Services {Ill after 
the data relatiDg to revised aDd stabilised workload is. available Dext year. 

(Approved by the ChairmaD. CeDtral Board of Direct Taxes) 
[The Ministry of Finance (DeptL of Revenue) O.M. No. 241/5/84-

A&PAC:-I dt. 31.10.1984] 

.......... '08 
The discussion in the preceding paragraphs only reinforces some of the 

Committee's earlier findings that the multitude of legal proviSions, modes 
of valuation and valuation authorities in the valuatioD of same properties 
lias created a situatioD where property taxes have become a matter of great 
harassmeDt as well as abuse. In tbe circumstances, the Committee reiterate 
their earlier views that the only solution to overcome this problem is to set 
up an autonomous valuation autborities for tbe valuation of. same proper-
ties, which could apply a common ~  of valuation and determine 

~  tbe values of all real estate properties at least in tbe urbaD 
ceDtres of tbe COUDtry. The valuation certificates of the autbority should 
be binding for all taxes relating to that property. The Committee were 
informed in October, 1982, that the attention of tbe EcoDomic AdmiDistra-
tioD R.eforms CommiuioD bad specifically been drawn to the above 



NCoaIBeDdatioo of the COID"mittee. They desire tbat an earl, 4cciIiea 
111001 'etaten in tlae matter. 

[S. No. 19 (l-ara 4.26) of tbe 211th Report of PAC (1983-84) (7th Lot 
Sabha)]. 

Actio. Take. 

K-iD4 attenlion of tlae Hon'ble Committee is invited to this Minilby'. 
O.M.F. No. 241/S/82-A&PAC-1 dated the 11th January, 1985. 

2. The above recommendation of the Public Accounts Committee has 
been reiterated at para 4.260fthe 21lth Report (1983-84). Tbe Committee 
have already been informed through action taken note on para 3.71) of the 
"1« Report (1981-82). sent to Lok Sabha Secretariat vide this Ministry's 
o.M.F. No. 241/S/82-A&PAC-1 dated tbe 11th January, 1985. 

3. In vicw of the above, a separate Action Taken Note on tbis para 
is not beinS furnilbcd. 

(Approved by the Additional Secretary to the ~  of lDdia) 
[Ministry of Finance (Deptt. of Revenue) OM. Ne. 

141/S/84-AaPAC-I.dat.1tCi H2-1985] 

Maw DIIUI1; 
,.,.", ..... , 1_ 

17 Bhadrtl, 19()8 (SQ/cll) 

E. AYYAPU ~  

ewn-, 
Public Account' Committee. 



PART II 

MINUTES OF THE 16TH SITTING OF THE PUBLIC ACCOUNTS 
COMMIITEE HELD ON 8.9.1986 

The Committee sat from lSOO hours to 1600bo.,. 

PRESENT 

Shri Girdhari Lal Vyas-in the Chair 

2. Sbri J. Chokka Rao 
3. Sbri Amal Datta 
4. Sbrimati Prabbawati Gupta 

. S. Shri Rajmangal Pande 
6. Sbri G.S. Misra 
7. Shri Vilas MuUemwar 
8. Shrimati Jayanti Patnaik 

,. . Shri Simon Tiggs 
10. Shri Gbulam Rasool Kar 

11. Sbri Bbuvnesb Chaturvedi 
12. Shri Nirmal Chatterjee 
13. Sbri M. S. Gurupadaswamy 
14. Shri Virendra Verma 

SBCllETARIAT 

1. Shri N. N. Mehra - Joint Secretary 
2. Sbri K. H. Chbaya - Chief Flrumdlll Committee OJlicer 
• 3. Sbri Drahmanand - Senior Fi1lflllCiai Committee OJ/icer 

REPRESENTATIVES OF THE C&AG OF INDIA 

1. Sbri T. M. George - Addl. Deputy Comptroller and Auditor 
General of India (Reports-Central) 

-2. Shri Daldev Rai - Director of Receipt Audit I 

3. Sbri N. R. Rayalu - Joint Director (Reports-Ceotral) 
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4. Shri K. Krishnan -Joint Director (Direct Tues) 

5. Shri V. S. Jakbmo)a -Joint Director CWclM 

2. The Committee.in the absence of Chairman requested Shri Girdbari 
Lal Vyas to act as Chairman for the sitting under Rule 258 (3) of tbe Rules 
of Procedure cl Conduct of Business in Lot Sabba. 

3. The Committee considered and adopted the followinl draft Reports 
with some amendments/modifications as shown in Annexure ••• 11 : 

• • • 
(ii) Draft Report on Action Taten on recommendations contained in 

211tb Report (7tb Lot Sabba) regarding Acquisition of Immovable 
Properties. 

4. Tbe Committee autborised the Chairman to finalise tbe draft 
Reports in the light of amendments suggested by tbe Audit as a result of 
factual verification of tbe draft Reports and prescnt the same to the 
House. 

.,he ~  th. ad}oUl'Mll. 



ANNEXURE-II 

AlotlljicatloM/Amnadment, made by the Public Account' Committee In 
'he Drlift Report on action taken on the recommendatlO1ll contained in 
l11th Report 01 Public A.ccount, Committee" (7th Lok Sabha) regarding 
act.".,tlon 0/ ifllllla,able JIIopertje,. 

5 

5 

u-<,) 
"3 from 
bottom 

J3-15 

• 18 

AI odljication/Am6ndment 

For "4624 cases" 
R«Jd "3624 cases" 

For "Indeed. the pendency of cascs ••• by 11.s 
per cent." 

Read "Indeed. the pendency "of cases has actually 
increased from 31608 cases to 35232 cases. 
i.e. by 3624 cases (an increase of 11.5 
per cent)." 

For "The Committee arc glad to note" 

Read "However, the Committee note" 

For "The Committee would ...... will not be 
possible." 

Read "As without such strengthening of the 
laws concerned the streamlining of proce-
dure will not be possible. the Committee 
would like to be informed of tbe progress 
made in this direction." 
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