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INTRODUCTION

1, the Chairman of the Public Accounts Committee, as autho-
rised by the Committee do present on their behalf this 71st Report
4 of the Committee on paragraph 3.26 of the Report of Comptroller
fand Auditor General of India for the year 1982-83, Union Govern-

ment (Civil), Revenue Receipts, Vol. II, Direct Taxes relating to
working of a film circle.

2. The Report of the Comptroller and Auditor General of India
for the year 1982-83 Union Government (Civil), Revenue Receipts,
Vol II, Direct Taxes, was laid on the table of the House on 16
April 1984.

3. The Report deals with the efficacy of film circles established
at Calcutta, Bombay, Madras, Bangalore and Hyderabad with a
view to achieving greater coordination and effective handling of
asgessment of film personalities. As the working of these circles
has not been reviewed since their inception, the Committee have
stressed the urgent need to undertake evaluation of their perfor-
mance so that the evils of unaccounted money could be effectively
curbed. The Committee have also noted with deep concern the
non-compliance of statutory provisions relating to the filing of
statement by every person carrying on production of cinematograph
films giving particulars of all payments over Rs. 5000 made by him,
within 30 days from the end of the financial year or from the date
of completion of production of films and have suggested specific
entrustment of responsibility to concerned officers so that they
could be held accountable for failure to implement the provisions
of law.

4. The Committee have also found penal provisions under Section
272A of the Income-tax Act for failing to furnish the statement
under Section 285-B, ibid, to be totally inadequate and have suggested
amendment of existing provisions of law to incorporate imposition
of progressive rate of penalty to act as an effective deterrent.

.5. The Committee have also suggested that to obviate the passi-
bility of evasions of income-tax by artistes connected with aban-
doned/incomplete films, the Ministry of Finance should formulate

V)



(vi)

procedure in consultation with concerned authorites to ensure that
income from such films do not go unassessed and untaxed.

6. The Committee have also suggested suitable legal enactment to
provide uniform accounting systém and assessment ' year even on
proforma basis for the assessment of tax liability.

7. The Committee have also viewed that extention of the summary
assessment scheme to the film industry would not be in the interest
of revenue and have suggested a review of criteria for the afore-
said scheme and critical analysis of returns filed by ' the film mdua
try so as to obviate the possibility of under-statement of mcome
The Committee have accordingly recommended constitution of
more benches of Settlement Commission to facilitate expeditious
disposal of cases pending with the Commission.

8. The Public Accounts Committee examined this para at their
sittings held on 3 and 4 October, 1985. The Committee considered
and finalised this Report at their sitting held on 30 December, 1986.
Minutes of the sitting form Part II of the Report.

9. A statement containing conclusions and recommendations of
the Committee is appended to this Report (Appendix III). For
facility of reference these have been printed in thick type in the
body of the Report. '

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

11. The Committee would also like to express their thanks to the
officers of the Ministry of Finance (Department of Revenue) for

the cooperation extended to them in giving information to the
Committee.

New Dernr; E. AYYAPU REDDY
20 February, 1987 Chairman,

1 Phalguna, 1908 (Saka). Public Accwnts Committce

Sanes




REPORT
Parr I

WORKING OF A FILM CIRCLE

Audit Paragraph

1. In their 91st Report (1981-82), the Public Accounts Committee
'(Seventh Lok Sabha), recommended inter alia a review of the
method of allowing the cost of production/distribution rights of
feature films. The Committee desired that a Study Group consist-
ing, among others, of experts in taxation, accountancy and audit
and cminent non-officials having intimate knowledge of the opera-
tions of the film industry should be set up to make an indepth study
to devise ways and means to curb the growing tendency to funnel
large amounts of un-accounted money into star studded films and
to ensure that the interests of revenue are adequately protected.

2. The Committee also recommended initiation of legislative
measures for reguiating tihe deferred annuity scheme not only in
regard to film artistes but also in respect of other professionals so.
that revenue is not in jeopardy. The Committee further urged a
thorough ang critical evaluation of the usefulness and effectiveness
of film circles with a view to streamlining their functioning.

3. Some aspects of working of the Film Circle, Bombay were
reviewed in audit in March—May 1883 The results of this review

are given below:

“With a view to ensuring proper co-ordination and enforce-
ment, cases of all poducers, distributors, film artistes,
film editors, exhibitors, camera-men, movie-art and dance
directors, film financiers and others connected with the
film industry in Bombay were centralised in the Film
Circle which came into existence in 1964.

The circle is headed by a range Inspecting Assistant Com-
missioner, supervising the work of 10 Income.tax Officers
and other complementary staff like Inspectors. From
1979, one Inspecling Assistant Commirsioner (Assess-
ment) is also assaciated with the assessment work. The
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[ Commissioner of Income Tax III exercises jurisdictiom
over the Circle and the two Inspecting Assistant Com-
missioner’s ranges.

Cases of some assessees which require investigation have
been assigned to Incometax Officers in central circles,

under the jurisdiction .of the Commissmner of Income-tax:
(Central).”

4. No. of films produced

The number of films certified for exhibition by the Bombay-
Regional Office of the Central Board of Film Censors during the:
last five years were as follows:—

Year No. of’
pictures:
1978 nze
1979 . . . . . 17v
1980 20¢.
1981 . . . . . 20¢"
1982 219

5. No. of assessees \

The numbers of assessees borne on the records of the depart--

ment category-wise, as on March ending, from 1980 to 1983 were:
as follows:

Category Ason3l Ason3l Ason3l Ason3f

March March March Mareh
1980 1981 1982 1983
Film Financiers . 41 56 106 14
Producers 310 ky)| 393 2r
Distributors . . . 244 299 394 17¢
Artistes 454 511 346 mr
Others

5,624 5,946 570 5,076
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' - 8. No. of assessments completed/pending

The number of assessments completed during the year 1982-83
and those pending on 1 April, 1982 and 31 March, 1983 were as
follows: ‘

Tax Pending;son Completed Pending as on

April 1,1982 during 1982-83 31 , 198s
Income-tax . 7,563 5,282 7,464
Wealth-tax 2,465 830 2,441
Gift-tax . . . . . 122 4 93

7. Demand, collection and arrears of tax

The table shows the arrears of demand of tax at the commence-
ment of the year, the demand made during the year 1982-83, the
tax collected and the balance outstanding as on 31st March, 1983
(as furnished by the department):

Nature of tax Demand Demand Total Demand Demand Demand
out- made collected out- out-
standing during during standing standing
asaon 1982-83 1982-83 on 31 on 31
1 April March March
1982 1983 m

by the
depart-
ment

1 2 3 4 5 6 7

"(In lakhs of rupees)

Income-tax . 877 1,209 2,09 411 1,625 1,189
Wealth-tax 146 63 209 28 181 140
Gift-tax . 7 3 10 .. 10 5
Total: . . . 1,040 1275 2315 499 1,816°  1,334*

*The difference of Rs. 482 lakhs (Rs. 1,816—1,134 lakhs) remains to be reconciled.

8. The Income-tax Act provides that a film producer should file
with the Incometax Officer concerned a statement in Form 82 A
for each financial year or part of it till completion of production,
showing particulars of all payments of over Rs. 5,000 in the aggre-
gate made by him or due from him. This statement is to be filed
within 30 days from the end of the financial year during which the
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production of film is carried on or within 30 days from the date
of completion of the film whichever is earlier. It is intended as a
check on the tendency on the part of film producers to inflate the
cost of production of pictures likely to be a grand success fetching
huge profits.

In 15 out of 16 cases test checked in audit the said annual state-
ments were not filed by the producers, though they had indicated
the total cost of production in the returns of income. In one case
where the statutory statement was filed by a producer, it was
noticed that the total cost of the film as returned was Rs. 1.22
crores and the total payments of over Rs. 5000 in the aggregate
made during the financial years 1979-80 to 1981-82 were only
Rs. 18.29 lakhs i.e. the percentage of the payments exceeding
Rs. 5,000 in the aggregate to total cost worked out to fifteen.

The penalty prescribed in the Act for omission to file the
statutory statement by the due date may extend to-Rs. 10 for every
day during which the failure continues. The quantum of penalty
even over a long period of delav would be very nominal, compared
to the huge cost of production of a film. The following table brings
out the number of producers who had not filed the statutory state-
ment and number of cases where penal action was initiated and
the amount of penalty levied.

Y.ar No. of pr = No. of prot No. of pro- An;nc;unt of
ducers who ducers who ducersin penalty levied
had filed the had not filed whose cases and the No.
statement  the statement penal action of cases
belatedly was taken

Rs.

197677 . 11 10 3 2,500

(2 cases)

1977-78 . 51 4 11 5,620
(5 cases)

1978-79 19 10 5 1,650.
(4 cases)

1979-80 . 24 20 6 Nit
(one case)

1980-81 28 5 7 6,340
Q caszy)

9. In a note furnished to the Public Accounts Committee about
the system followed to check correctness of returns filed by
film artistes in October 1981, the Ministry of Finance had stated



ﬁgtdnceanthetopptoduéorswmamued-inmm circles, in
important cases, receipts shown by the artistes were cross-verified
with the producers’ cases and with the statements filed by the

producers under section 283B.

An attempt was made in audit to reconcile the payments made
by the 'produ_ceré to various artistes, etc. in respect of a few films
with the receipts shown in the returns of the artistes. The reconci-
liation was found to be impracticable due to the following reasons:

(a) While the producers maintained their accounts on mer-
cantile basis, the artistes maintained their accounts on
cash basis. The diflerent systems of accounting would
require correlation of receipts and payments over a num-
ber of years. No such correlation was made in the
wards.

(b) The accounting years of producers and artistes were
different.

(c) In most cases, the producers did not furnish artists-wise
and picture-wise details indicating the total amount of
remuneration|fees payable as per agreement, the‘amount
actually paid by cheques or through annpuity, dates of
payments and balance of amount payable. Similarly, the

~  artistes also did not file vital details like date of contract,
contract money and date of release of pictures, name of
the film producer, partlculars of annuities received, etc.
The asaessmg uﬂicers alao did not obtain necessary de-
tails from producers and artistes and keep them on re-.
cord.

Despite the aforesaid limitations, the following discrepancies
were noticed in a test check of the records of 16 pictures:

(a) The particulars of amounts. due to a director from the
producers in a case as per the producer’s records and
the amounts received by the director as per his records,
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- available in the assessment ‘tecords showed the follow-

ing:
Alperyroducer'a account Assess-  Amount Balance As Director’s a/cs.
ment Year (previous year ended) due shown as per o
out- Assessment  Receipts
standing year included
. under (previous  in the
sundry year ended) return
creditors
9789 . . . LIC 1979-80 1,25,000
(30 June 1977) annuity (31 March
3,36,848 1979)
197980 . . . . Remunera- 1980-81 1,25,000
(30 June 1978) tion (31 March
16,55,193  1980) )
1900-81 . . . Overflow 2,40,808 1981-82 32,000
(30 June 1979) share 35 (31 March
per ceat ' 1981)
5,27,901
1981.82) . . . . Dae. 6,24,715 1982-83 1,50,000
(30 June 1980) 3,95,819 ?l March
As the system of mﬂnt ofmuntluofthe producer and the
director differed, a reconciliation tathIk’d

(b) A partnership firm consisting of family members pro-

duced - a film at a total cost of Rs. 3.03 crares and the
film was released in August 1975. A private limited
company also consisting of the family members of the
producer as shareholders, was appointed in August 1975
as distributor of the fllm for the Bombay circuit for a
period of 11 years. As per the terms and conditions,
the distributors were to spend, on behalf of the firm, up
to Rs. 3 lakhs towards pre-release and release publicity
of the film and in consideration of the service, the dis-
tributors were entitled to a commission of 10 per cent on
the net realisation of the said film.

The total realisations from the picture as shown by the distri-
butors in their books for the period ending 30 September, 1977 and
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by the producers inr their books as at the end of 31 Decamber, 1017
were as below: ‘

Distributors Accounts A Producers Accounts
Period Amount Period Amouat
. (Rupees) (Rupees)
As on 30 September 1976 . 53,64,341 Ason 31 December 1976 55,11,496
1 October 1976 to 30 September 24,72,868 1 January 1977 to 31 16,05,587
1977 December 1977

As on 30 September 1977 . 278,37,209 Ason 31 December 1977 71,17,063

The producers’ account in the books of the distributor for the
year ending 30 September 1876 showed a credit balance of Rs. 0.61
lakh ie. amount payable to the producer. However, the opening
balance on 1 October, 1976 was shown as debit of Rs. 14.85 lakhs,
i.e. amount receivable from the producer. In the books of the
producer, the total amount of collections in respect of the picture
from various distributors for the previous year relevant to the
assessment year 197879 was indicated as Rs. 14.43 lakhs against the
distributing company for the Bombay circuit. However, in the
ledger account of the distributing company responsible for collec-
tions in the territory for the same period, amount collected was
indicated as Rs. 16.06 lakhs.

The discrepancies in the figures of realisations in respect of the
same film as recorded in the producers’ books and distributors’
books and the amounts due to the producer and vice versa were
not reconciled.

: &

10. In para 1.68 of their 91st Report (Seventh Lok Sabha), the
Public Accounts Committee called for a review of the scheme of
amortisation laid down in Rules 9A and 9B of the Income-tax
Rules. Rule 9A prescribes procedure for amortisation of expendi-
ture on production of feature films. When a film producer sells the
rights of exhibition of a feature film for all territories specified in
sub rule 11 of Rule 9A along with table in it, he is allowed to
deduct the entire cost of production while computing the profits
and gains of the business of production of the feature film. The
sale of exhibition rights does not always conform to the classifica-
tlon of territories and the Income-tax officers have been given
discretion in the matter of allowing reduced deduction in such
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tases: The Income-tax. Officers, however, had, 3119 ed, full deduc-
tion even when sale of exhibition righu to only part 32 e d&l
tories was made by the producers to the distribufors. A Rw
instances are given below:

(i) As per Income-tax Rules, amortisation of cost .of pro-
duction is allowed at 17 per cent if the exhibition rights
are sold for the territory comprising the whole of the
States of Assam, ,Bihar, Manipur, Meghalaya, Nagaland,
Orissa, Tripura, Sikkim, West Bengal, the whole of the
Union Territories of Andaman and Nicobar Islands,
Arunachal Pradesh and Mizoram.

Similarly, amortisation is allowed at the rate of 8 per cent if
the exhibition rights are sold for the territory comprising the whole
of the States of Haryana, Himachal Pradesh, Jammu and Kashmir,
Punjab and the “Union Territory of Chandigarh. Amortisation is
allowed at 17 per cent if the exhibition rights are sold for the terri-
tory comprising districts of Ahmednagar, Greater Bombay, Collaba,

Kolhapur, Nasik, Pune etc., the whole of the State of Gujarat, some
districts in Karnataka and the Union Territories of Dadra, Nagar
Haveli, etc.

(a) In the case of a filin, thie cost of production of which
was Rs. 1.28 crores and the date of release was 24 August
1979 smortisation was allowed -at 17 per cent and 8 per
cent even though, the exhibition rights were sold only
for a part of the territory, namely Bengal and East
Punjab, respectively.

»y

(®) In the case of another film, the cost of production of
which was Rs. 60.21 lakhs, the exhibition rights were
sold only for part of the terrifory, namely, Bombay.
However, full amortisation at 17 per cent was allowed.
The same mistake as in (a) was committed in this case
also.

The grant of amortisation in full, though the distribution rléhts
were sold only for a part of the territory resulted in excess amorti-
sation allowance leading to short-levy of tax.

(ii) One of the methods of transfen'ing the distribution
rights of the films is to sell them for a ﬂxed period of
years. The producer has ‘nothing to do ‘with the proﬂm
or Josses on the film except that the qpst;-lbutioq rtights
will revert to the producer after the expiry of the stipu-
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litkg péridd. Distribution rightd of miaty u¢ the highty
ms{ul fitrs have gotd resale Vdlie. To quite w filn
weekly old pictures fike “Phool ‘aur Pathsr”, “Ek Phool
Do Mali”, “Roti Kapada Aur Makéan”, “Talash” dfid
: “Guinnam” released—recéntly ih Bothbay were doing
bumper business. The Department His no gystem to
watch whether income from sile of distribution rights of
such old fiims was returneéd and charged to tax. The
value of rights of such old pictures is also neither re-
turned by the producers nor assessed by the department
for the purposes of fevy of wealth tax.

11. The Direct Taxes Enquiry Committee (December 1971) ob-
served that one of the devices which tax dodgers often adopt to
escape proper liability to tax and penal consequences is to take
shelter behind the plea that no accounts have been maintained and
recommended insertion of a statutory provision in the Income-tax
Act requiring maintenance of accounts by all persons in professions
,and by businessmen having income above a certain monetary level.
An enabling provision was incorporated in the Act through the
Taxation Laws Ameéndment Act, 1975 effective -from 1 April 1976
providing therein that the books of accounts and other documents
required to be maintained would be prescribed by rules. In Para
1.78 of their 91st Report (Seventh Lok Sabha), the Public Accounts
Committee noted that the books of fhe accounts required to be
maintained from 1 September 1982 were specified as late as in
December 1981 i.e. only after the matter was raised by the Com-
mittee, though the enabling provision had been inserted in the
Act from 1 April 1976. The Income-tax Rules have thereafter been
amended in 1983 requiring the assessees to maintain the prescribed
books of accounts with effect from 1 March 1983.

12. In his Report “Indian Reform Report of a Survey” Professor
Nicholas Kaldor (1956) expressed the view that malpractices like
the presentation of false and miscellaneous accounts could be
checked to a greaf extent if it were made compulsory for tax
payers to present audited accounts in all cases in which income or

- property exceeded certain limits. The Direct Taxes Enquiry Cam-
mittee (December 1971) also considered that it would facilitate the
administration of tax laws te a considerable extent if simultaneously
with a compulsory maintenance of accounts, there is a statutory
provision for their mandatory audit, at least in bigger cases.

Necessary enabling provision was brought into the statute
through the Finance Act 1975 effective from 1 April 1976 providing
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ihat the Income-tax Officer can, with the prior approval of the
Commissioner of Income-tax, direct the assessee to get the accounts
sudited by an accountant to be nominated by the Commissioner.
The compulsory audit of accounts has not, however, been made
mandatory. In Para 1.65 of their 91st Report (Seventh Lok Sabha),
the Public Accounts Committee desired to know how frequently
the power to get the accounts audited has been exercised in each
of the Commissioner’s charges during the last three years in the
caseg of assessments of films artistes, producer etc. and with what
results. The Ministry stated in reply in March 1983 that no case

was referred to a nominated Chartered Accountant under this
enabling provision.

13. The income and wealth returned and assessed in respect of
some of the leading film artistes are as below:

Name Asszesment < Income ’ Wealth

Returned Assessed | Returned Assessed

(In hkhs of rupees)
H 1974-75 3:30 3.71 (—)5-7 10-
1975-76 10.76 12.78 ()5 78 46°53
1976- 9.81 18.85 26-52 37-88
1977-78 13 28 18.46 29-53 48-54
1978-79 7 66 10.98 29-97 45-98
1979-80 5.30 8 43 7-97 ..
1980-81 59 9. 23 (—h0-43 ..
1981-82 6.4 . (= 10-07 ..
R . 197475 6.40 697 1.80 6:62
1975-76 757 10.67 (—)3.10 12 56
1976-77 7.43 7.31 0.99 22-52
1977-78 5—)‘1 21 * (2.5 39 74
1978-79 —) 0.04 ¢ (1.9 35-76
1979-80 (—)25 * (549 ..
1980-81 (—)1.15 .. 2.65 ..
1981-82 6.26 .o () 12.46 ..
S . 197475 072 0.86 1.20 1.7
1975-76 1.94 2.14 4 83 1.45
1976-77 387 4 05 8.81 6.2
1977 78 8-51 9.04 11.19 7 50
1978-79 597 7.3 80 22.65
1979-80 11-22 33.41 10 39 ..
1980-81 (—)468 (—)0.79 12.20 ..
1981-82 6.02 .. 10.34 ..
K. . 1974-75 2.19 2-4 1.12 686
1975-76 238 2 54 0.71 6 40
1976-77 1.61 171 2.59 78
1977-78 3.66 5-74 4.47 10 11
1978-79 39 6 83 7.63 13-24
1979-80 3.35 7 88 8.27 ..
1980-81 1.37 72 8 84 .
1981-82 11.86 .. 12,07

(—)denotu nmtspendin;. ‘
* denctes assessments cancelled.
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14. Some of the cases of artistes in which the -arrear demand
exceeded Rs, 25 lakhs are listed below together with the assessment
years to which they relate:’

Name of the film artiste Demand Outstanding Asgosgment yoars to which
: arrears related
(In lakhs of rupecs) -
H 2604 1973-74 to 1980-81
J 48 1979-80 and 1980-81
R 31-80 1975-76 and 1978-79

()

The assessee ‘J’ filed return of income for the assessment
year 1979-80 on 28 July 1979 for Rs. 14,710. He filed a
revised return on 15 September 1980 showing income of
Rs. 10,180. On 24 November 1982, he filed another revised
return showing income of Rs. 5,00,678. He had neither
paid advance tax nor self-assessment tax. The assess-
ment was completed on 25 March 1982 determining the
income at Rs. 37,80,020. The assessee preferred an appeal
and the Commissioner of Income-tax (Appeals) partly
allowed it in April 1983. The assessment awaited recti-
fication. Meanwhile, the assessee made a’ settlement peli-
tion for addition of Rs. 24,85,000 to the returned income.
The Department had issued a show cause notice for levy
of penalty for concealment of income.

The same assessee filed return of income for the assessment

(i)

year 1980-81 on 14 July 1982 showing income of Rs. 1,23,084.
On 24 December 1982, he filed a revised return with
income of Rs. 9,66,004. For this year also, he neither paid
advance tax nor self-assessment tax. The Income-tax
Officer fixed the income as Rs. 20,17,760 on 21 March 1983
and raised a tax demand of Rs. 22,27,396 including inte-
rest for belated filling of return and non payment of
advance tax. The demand is pending recovery.

The assessee ‘R’ filed return of income for the assessment
yesr 1975-76 on 3 March, 1876 showing the income as nil.
He had not paid any advance tax or self-assessment tax.
In the assessment made on 18 March 1961, after obtaining
the approval of the Inspecting Assistant Commissioner.

3019 LS—2 :
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the Income-tax Officer determined the income at
Rs. 2086,075 with 30,000 as agriciffural income. In April
1681 the asséssee preferred an ‘appe al to "the * Commis-
sioner of Income-tax (Appeals). The appeal is still pend-
ing. The Department has issued a notice for levy of
penalty for belated filing of the return.

(i) In the case of assessee ‘K’ referred to in sub-para 13
above, a search was conducted in 1980-81 and cash of
Rs. 12,12,274 and jewellery of Rs. 72,275 were seized. The
assessment for the assessment year 1980-81 was made
adding an income of Rs. 4,98,000 and raising a demand
for payment of tax of Rs. 3,52,800. The assessment for
the assessment years 1979-80 and 1981-82 remained to be
completed. However, a settlement was arrived at in" the

case for an addition of Rs. 16,22270 towards concealed
‘income.

1§. To sum up— |

(1) Despite the formation of separate film circles there is no
proper co-ordination in the assessments of producers,
dlstnbutors, film artistes, etc. Apart from inherent diffi-
culties due to different accounting years, different systems
of accounting etc,, vital data, necessary for proper co-
ordination are not collected by the Department and kept
on record.

(i) Amortisation of cost of production of films is not regu-
lated as laid down in the rules. The Public Accounts
Committee had suggested a review of the system by a
study Group consisting among others, of experts in taxa-
tion, accountancy and audit and emlnen't non-officials
havmg intimate knowledge of the operations of the Slm
industry. The Ministry of Finance have stated (July
19838) that a departmental Study Group had been formed
for the purpose in July 1983 and their report is awaited
within three months from the date of formation.

(1ii) Deferred annuity schemes through which current income
gets distributed to a number of years in the future and
become chargeable to tax only in the spread-over years,
is very popular in the film world. No dite of policies
purchased and the beneficiaries thereof are collected and
correlated with assessments. The Public Accounts Com-
mittee in para 1.72 of their 91st Report (Seventh Lok
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Sabha) recommended le tive measyres for _
suth scherties ‘so that the’ g::vl:nu '15'net aftected advernely.
Act!onisyettobe*talnenintbjsregarcl '

(iv) Provisions made in the law to secure better check on the
aggessments in the film wards are not enforeed:

(a) No 'watch is kept on the receipt of statements pres-
cribed to serve as a check on the tendency ‘to inflate
the cost of production of successful films. In most ‘of
the cases, no penal action is initiated for' failure to
render the gtstements or for rendering them belatedly.

(b) Provisions for compulsory maintenance of accounts was
made in the Act in 1976. Rules to give effect to this
provision have been framed only in 1983.

(c) Provisions for having the accounts audited was also
made in 1976. The power has not been used in any
case. ]

(v) The assessees falling in high income groups return dis-
proportionately low incomes, avoid pwyment of advance
and self-assessment taxes and when after strenuous deli-
berations, real incomes are determhed and ‘heavy de.
mands of tax are raised, they come up with settlement
petitions. In the process recovery of final tax demand
gets postponed. The arrear demand which was Rs. 1040
lakhs on 31 of March 1982 rose up to Rs. 1816 lakhs on 31
of March 1983 ) )

16. The ‘paragraph was sent to the Ministry of Fmance in Sep-
tember 1983; their reply is awaited (December 1983).

[Para 3.26 of the Report of the Comptroller and Ayditor Gene-
ral of India for the year 1982-83, Union Gavemmt (Civil) Reve-
nue Receipts, Vol. IT Direct Taxes.]

17, The following film circles are functioning from the dates indi-
cated against each:

(i) Film Circle, Bombay—Since 1964 :

(ii) Film Circle, Calcutta—Since 2-12-1963

(iif) Film Circle, Madras—Since 1-4-1962
(iv) Film Circle, Bangalore—Since 19-4-1982

(v) Film Circle, Hyderabad—Since 1-7-1962

18. Separate film circles for assessment of film personalities have

been crested with a view to centralising the cases oonnected with
film industry like the producers, artistes, directors, camera-man,
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financiery etc., for greater coordination and effective handling. Accord-
"ing to thé Ministry of Finance (Department of Revenue) coordina-
tion becomes comparatively easy when the producers and artistes
are assessed in the same Circle. For example, verification of pay-
ments claimed to have been made/received by the Producers/
Artistes. When there is proper coordination in the assessment of
these personalities, the film circles as a consequence, become more
effective. The Central Board of Direct Taxes monitors the perform-
ance of film circles through annual inspections of the concerned
Income Tax Officers by the concerned Inspecting Assistant Commis-
sioners, which are reviewed by the concerned Commissioners of
Income Tax and Directorate of Inspection (Income Tax) working
under the Board. Besides, it is always open to the Inspecting
Assistant Commissioner to call for individual files and give such
directions for the purpose of assessment as are necessary under sec-
tion 144A of the Income Tax Act, 1961. The Intelligence Wing of
the Department working under the respective Commissioner of
Income Tax may also take necessary action as and when called for
in individual cases.

19. The Committee in their 91st Report (7th Lok Sabha) had
recommended in Para 1.79 as under: .

“The Committee strongly urge that a thorough and critical
evaluation of the usefulness and effectiveness of the
various film circles and other Circles dealing exclusively
with professionals, should be carried out immediately
with a view to streamlining their functioning, The Com-
mittee need hardy stress that multipronged and well co-
ordinated plan of action needs to be drawn up and imple-
mented in conjunction with the Departments concerned
for tackling this evil which is eating into the vitals of the
socio-economic system of the country.”

20. The Ministry of Finance who were asked to intimate whether
any review had been conducted on the working of the film circles,
have replied in the negative.

21. During evidence, the Committee enquired about the reason
for not conducting the review of the working of the film circles.
The representative of the Ministry of Finance (Department of
Revenue) stated: '

“Our film circles have been regularly inspected under normal
procedure. One Inspection was done in 1983-84 and the
other, the Bombay Inspection, was done in 1984-85.”
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22, The Chairman, Central Board of Direct Taxes, added:

“We have not undertaken a review, apart from the inspection,
to see whether the officers are doing their work properly
and whether the film circle is worthwhile or not.”

23, Asked to state the total demand of all the film circles, the
witness stated that it was Rs. 32 crores.

24. On an enquiry whether the expenditure on the film circles
was more than the income, the witness replied in the affirmative.

25. As regards the revenue from the film circles, the witness
stated

“I think that the revenue from all the circles is approximately
Rs. 15 crores per annum.” .

26. Asked whether the Ministry was satisfled with the demand
raised and revenue realised from the film circles, the representa-
tive of the Central Board of Direct Taxes replied as follows:

“Certainly, 32 crores appears to be low. But I would say the
same thing about other industries also. Considering the
growth of industry, the total income tax collection itself .
should go up and we are trying to do it by better imple-
mentation.”

27. The Committee were also informed that during 1984-85 the
‘total. collection from the Bombay Film Circle was as follows::
Income Tax—Rs. 12.4 crores '
Wealth Tax—Rs. 80 lakhs
Gift Tax—Rs. 398 lakhs
28.'The Committee then enquired as to whether by constitutmg

the film circles, the Ministry have achieved greater coordmation
and effectiveness. The’ witness stated: ‘

“All the persons mvolved in the film makmg are being
assessed together even though they may -be-living in
different, localities. One of the points mde is cross- -
referencing.”- . - ceT

® * *® *

“One of the points made by the Audit is that the lodns should
be checked both from the borrower and from the lender.
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‘When a produber says that he took Rs. 16 crores from X,
wemmtcchﬁﬁomthepmwhousuppoodwhqve

given whether any entry exists there. The ITO checks
i that."

20, Asked to explain the problem faced by the Department, the
witness stated as under:

.. “I will tell ;yon the real problem. We do not levy the tax on
. fils, we .do mot work out the cost of the film and assess
it. We tax the income of the people who have taxable
‘income atd who are involved in film making industry.
One of the points relating to this: how many films were
made. That is the kind of data that is collected. Income
tax is a tax on the income of the individuals, It is not
a tax on the income of a film. You may amend the Act
tomorrow. But today, it is not a group of people who
are involved in a particular industry called the film mak-
ing ‘industry.” .

30. Apart from film circles there are also Central Circles which
are meant for carrying out coordinated and sustained investigation
in cdmpljcated cases of tax evasion with high revenue potential.
According to the Ministry of Finance (Deptt. of Revenue) the sta-
tutory functions of an Income Tax Officer in a Central Circle are
the same as those of amy other Income Tax Officer dealing with
assessment woikl in a non-central circle. The assessing officers in
the Central Circle are expected to handle complicated cases with
higher degree of efficiency and concentration as compared to the
officers in other circles. Their work is closely supervised by the
Inspecting Assistant Commissioner and the Commissioner of Income
“ax. Centralisation of cases in Central Circle also ensures a'greater
measure: of . coordination with the result that a larger numbér of
assessing officers. do not have to dissipate their time and efforts in-
oorrespondence, etc. with the other assessing officers who have
Jarisdiction over other cases in the same group.

3i. Aakedas'cohowmnymesfromﬁlmdrcluhave been
referred to the Ceéntral Circle, the representaﬂve of the Ministry
of Finance (Department of Revenue) stated “About 38 cases have
been referred.”

|
32. The Chairman Central Board of Direct Taxes added:
“The film circle deals with everybody connected with the filnw
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industry. ITQ’s time is a little limited, We have made a
search and tound good materlal for investigation and

| _probed at Length there. The Central Circle comes into
play not only for film personalities but for others also.
The Central Circles deal in a number of cases and usually
senior ITOs are posted there. They have more time to
examine and deal with these cases.”

33. In a note, the Committee were informed by the Ministry of
Finance (Department of Revenue) that no special training was
given to thc staff working in the Film Circles.

34. During evidence, when the Committee enquired about the
training of the staff, the representative of the Ministry of Finance
(Department of Revenue) stated: i

“The Government feels that ITOs must be experienced. They
must have at least five to ten years experience, They
must have high integrity rate also. Shri Narayanan has

| suggested some new courses for training them. We hzve
issued elaborate instructions about how a fllm account
should be analysed and assessed. If a man who is ex-
perienced . goes through these things, he can work effl-
ciently. To supplement it, from this year w~ have a
special course also in films accounts.” |

Certification of Films

35. Audit para has pointed out that the number of films certified
for exhibition at Béinbay has been steadily irdcreéasing sinée the
year 1978 onwards and the total number of assessees on the records
of the Depa:tinept has gone down steeply The position regarding
pendéncy of ascessments has rématned mdre or less statie.

36. The number of films certified in Bombay during the years
1978—82 is as follows: )

Ym Nb. of Pictures
1978 . . . . . 172
1979 . . . . 178
1980 . . . . . 201
1981 . . . . 206

1982 . . e . . . 210




18

37. The Ministry of Finance (Deptt. of Revenue) in a note have
stated that during the financial years 1981-82, 1962-83 and 1983-84
" the number of Indian feature films certified by the Bombay region
was 185, 201 and 205 respectively.

38. The number of films certified in other film circles during the
years 1978—84 is as under:.

i

Year Calcutta Madras Bangalore Trivandrum  Total
1978 . 57 390 “7
1979 . 61 475 . .o 536
1980 . 62 47 . . 541
1981 . 61 470 531
1982 . 66 487 553
1983 . 71 468 ) 539
1984 . . 61 SIS 4 16 616

39. The Ministry of Finance who were asked to indicate the
number of abandoned/incomplete films with name of producers in-
cluding the cost of production, stated as under:

“The production of films in India is mainly in private sector.
The Ministry of Information and Broadcasting do not
. have the information.”

Assessees on record, Assessments, Tax Demand

40. The number of assessees on record of the Department cate-
gory-wise as on end of March each year from 1980 to 1085 in respect
of Bombay Film Circle was as under:

As on As on

Category As on As on As on As on
.31 31 31 31 3 1

March, March, March, March, March, .
1980 1981 1982 1983 1984 1985
* Film Financiers 41 65 105 14 14 29
* Producers 310 n 393 327 - 297 270
Distributors 244 29 394 174 165 199
Artistes . 454 511 546 579 . 245 205
Others 5,624 5,946 5,769 5,076 5,131 5,304
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41. The number of assessees on record of the Department cate-
gory-wise as on end of March each year from 1980 to 1985 in respect
of Film Circles other than Bombay was as follows:

Category Ason Ason Ason Ason Asou Ason
AT D ) 31 31 31
1980 ~ 1981 1982 1983 = 1984 = 1985

Film Pinauoiers . 1 1 62 170 34 42
Producers . 29 40 456 393 523 542
Distribotors . . 148 201 799 781 804 824
Artigtes . . . 228 241 562 797 1503  1521*
- Others . . . 1361 1533 2169 2654 2580 2549

- [P . C— e t—

* These figures include persons under the category ‘others’ above in respect of Tamil Nadu
Charge only. .

N ote © Fitm Circles in Tamil Nadu, Karnataka and Andhra Pradesh we-e created only
- in or after May, 1982. -
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46. Asked to state the steps taken to reduce the pendency of the
:assessments, the Ministry of Finance (Deptt. of Revenue) have
iintimated: v

“With the extension of Summary Assessment scheme tc cases
with returned income upto Rs. 1 lakh, the pendency in
film circle is expected to be significantly reduced in sub-
sequent years.”

Filing of statutory statements
47. Section 285B of the Income Tax Act, 1961 provides as follows:

“Any person carrying on the production of a cinematograph
film during the whole or any part of any financial year
shall, in respect of the period during which such produc-
tion is carried on by him in such financial year, prepare
and deliver or cause to be delivered to the Income-tax
Officer within thirty days from the end of such financial
year or within thirty days from the date of the comple-
tion of the production of the film, whichever is earlier, a
statement in the prescribed form containing particulars
of all payments of over five thousand Rupees in the aggre-
gate made by him or due from him to each such person
as is engaged by him in such production as employee or
otherwise.” - ‘

48. Section 285B was introduced by the Taxation Laws Amend-
‘ment Act, 1975 with effect from 1 April, 1976. The Central Board
of Direct Taxes circulated instructions (No. 996) on 10 August, 1976
directing all the Commissioners of Income Tax that widest publicity
should be given to the provisions of Section 285B of the Income Tax
Act, 1961 and that the officers working in the film circles might he -
alerted to this The instructions further desired that’the concerned
officers might write to the known -film producers individuaily

making them aware of the provisions.
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51. During evidence, on an epquiry why the Department was not .
insxshng on ﬁlxpg of the statutory statements, the Chairman, Cen-
;ral Board of Direct Taxes replied:

“This (Section 285B) is a new provision and enough publicity
has not been given. Now we have given instructions to
give pubhcxty and recently out of ten films produced in
‘Bombay, statements have been received from 6 cases and .
in the other four cases we have initiated penal action.
As pointed out earlier by the audit, the penalty of Rs. 10
per day is not enough to induce these people to submit
the form. They recommended to increase it to Rs. 100
and we have done s0.”

52. On a suggestion being made as to whether the progressive
rate of penalty for failure to furnish statutory statement, would be
more effective, the witness replied: :

“The progressive rate is a g#od suggestion which would make
- them take it seriously.”

53. The Committee then invited attention of the witness to the
instructions issued by the Board for giving wide publicity to the
provisions of Section 285B of the Income Tax 1961. The witnesa'
admitted: !

ol
“The number of films shost that nothmg much has heen

vdone.” '

54. To a further question about the usefulness of the statement
in the form 524, the representative of the Ministry of Finance (De-
partment of Revenue) replied:

“Yes it is useful in checking of the producer’s payment
against the Income-tax statement of the actors or others,
so that the story given by the producer about the pay-
ment to the actors or others are cross-checked by the story
about the payment received by them.”

56. The Ministry of Finance (Department of Revenue) in a sub-
sequent note have stated:

“The books of accounts being primary source of information,
even information given in form 52-A is based on the
books. Therefore, correctness of the income declared can
be judged with reference to the books of accounts and
supporting documents such as bills and vouchers. 1In
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cases where a statement in form No. 52A is not available,
the correctness of the Income returned by producers can

 be checked by the LT.O. with reference to the books of
accounts maintained by them.

Film Artists also maintain accounts in respect of their income
and expenditure. ITOs can check the correctness of the
income declared by Film Artistes with reference to these
books of accounts. In cases where statements in form
No. 52-A are not available, the ITO can verify the correct-
ness of the income declared by the film artistes by mak-
ing reference to the film producer regarding the payment
made by him to the particular artist, who would then

\ look into his books of accounts and give the particulars
as recorded therein. It will, therefore, be observed that
the absence of statements in form 52A does not preclude
proper examination or verification of the income declared
by film producers or film artistes.”

56. Audit Para has quoted a case in which the statutory statement
filed by a producer indicated that the total cost of the film as return-
ed was Rs. 1.22 crores and the total payment of over Rs. 5000 in
the aggregate made dyring the financial year 1979-80 to 1981-82 were
only Rs. 18.29 lakhs. The percentage of the payments exceeding
Rs. 5000 in the aggregate to total cost was worked out to 15.

. v 9

57. During evidence, inviting the attention of the representatives
of the Ministry of Finance to the above mentioned case the Commit-
tee enquired as to why only 15 percent of the cost of production ot
the film got reflected in the form 52-A and why no attempt was
made to verify the facts. The witness stated:

“In this particular case why they could not do so was because
the period of accounting was different.”

58. In a subsequent note, the Munistry of Finance (Department of
Revenue) have stated as follows:

“The reference appears to be to the film ‘Kala Pathar’ produced
by. Yas Raj'Chopra. The aggregate amount shown in the
statement in Form No. 52-A, no doubt forms a small per-
centage of the total cost of production of the film. It is
however relevant to note that under Section 285B of the
Act, the producer is required to give particulars of pay-
ment over Rs. 5,000/- only in case where the persons to
whom the payment has been made is “engaged” by him
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as an employee or otherwise. This provision appears to
have been construed by the film producers in a very res-
trictive manner with the result that only payment made
to employees or others engaged to render professional
services are shown in the statement.”

Reconciliation of Accounts

59. The audit para brings out the difficulties experienced 1n recon:
cilistion of accounts on account of different systems of accounts
followed, adoption of different accounting years and other reasons.,
in a note, the Ministry of Finance (Deptt. of Revenue) have intimat-
ed as follows:

“In suspected cases of evasion, Income-tax Officers verify the
transactions as recorded in the books of account of the
assessee with corresponding entries as recorded in the
books of accounts of the other party to the transactions.
This .procedure is not confined to assessments of film pro-
ducers, Film Artistes etc. but is used by Departmental
Officers in the case of all assessees.

It is, no doubt true that variations in the accounting years or
method of accounting followed by different tax payers
may cause some difficulties in verifying the transactions,
But the difficulty is not insurmountable and Income-tax
Officers can detect, through a pains-taking and thorough
examination, discrepancies in entries in the books of ac-
counts maintained by two parties to a transaction. More-
over, the question of adopting a uniform previous year is
also under consideration, in connection with the exercise
of simplification of Income-tax Laws.”

60. The Committee desired "tto_h know the number of cases where
reconciliation could not be effected alongwith the reasons therefor
and also the number of cases where the reconciliation had actually
been effected with result of such reconciliation in respect of Bombay
Film Circle. The Ministry of Finance (Deptt. of Revenue) intimat-
ed, in a note, as follows:

. “When an Income-tax Officer comes across a cash credit or a
loan, he makes an enquiry about its genuineness. Hence
loans shown by the producers are investigated as to their
:genuineness in ‘the course of assessment proceedings. The
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results achieved during such enquiries in the case of Bom-
bay I‘il.m Circle are the following:

(i) In the case of one film producer, a loan was shown from.
a film financier. On information received by the assess-
ing authorities assessing the financer that loans ad-
vanced in the years 1974 to 1981 to the tune of Rs. 15
lakhs are bogus in nature, the assessment in the case of
the producer for the assessment year 1976-77 has been °
re-opened. The case is under process for re-opening

assessments for the other years. .

(ii) In the case of another film producer, the following "
additions have been made:

Assessment year Amoynt

Rs.
1978-79 . . . 217,000
1980-81 . . . 60,000
198182 . . 10,000
1982-83 . . . . . . . . 30,000

Intelligence Wing

61; A film entitled ‘Sholay’ was certified for release in August,
197,"). The Ministry of Finance (Deptt. of Revenue) have intimated
that the statement in Form 52A was not necessary in the case as the
film had been completed prior to 1-4-76 (i-e. before the coming into -
fqroe of Section 285B). The expenditure claimed to have heen in-
curred by the producer was test checked with reference to the Vouch- -
ers. Out of the total cost of production of the ﬂlm of Rs. 3.03 crores
payments made to senior artistes amounted to Rs. 14.44 lakhs and
pavments made to individyal artistes ranged from Rs. 10,000 to
ﬁs 5 lakhs The Committee desired to know whether the Intelli-
gence Wing of the Department had ever investigated the total pay-
ment madé to the main artlstes exther directly or mdlrectly The -
Ministry of Finance (Department of Revenue) have informed:

“Intelligence Wing of the Income Tax Department has not con-
ducted any investigation ejther about the total payments
made to the main artistes or ﬁlms or about the play back

: smgers ]umor artistes gnd musxc dxrector of ‘the film:
: ‘Sholay’.
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However, the assessing officers look into these aspects in the
course of assessment proceedings in individual cases.”

62. In a further note, the Ministry of Finance (Department ot
Revenue) while explaining the functioning of the Intelligence Wing,
stated as follows:

“The Investigation Wing of the Department also -functions as
"an intelligence gathering agency for detecting cases of
tax evasion. The objective and function of the Directo-
rate of Inspection (Inv.) is to collect information about tax
evasion, make investigation into it on its own and/or to
communicate the information to the assessing authorities
in the field for investigation and to guide and monitor the’
progress of such investigations by the field officers. It
also conducts search and seizures operations in suitable
cases. It has four units, each headed by a Director ot
Inspection (Inv.). The four units have their headquarters
at Delhi, Bombay, Madras and Calcutta.

The Government have also created a pest of Director General
(Inv.) in the Income-tax Department with a view to mak-
ing it more effective in the task of checking tax evasion.
The Director General (Inv.) supervises, controls and co-
ordinates the working of the Directorate of Inspection
(Int.), Directorate of Inspection (Survey) and the four
units of the Directorate of Inspection {Inv.) which are
engaged in the working of combating tax evasion. He
also plays a vital role in search and seizure matters and
supervises investigation wherever necessary.

The Directorate of Inspection (Int.) was set up in the Income-
tax Department in 1981. It is headed by the Director of
Inspection (Int) with headquarters in New Delhi. This
also has some zonal officer. This agency is mainly res-
ponsible for collection, collation and dissemination of in-
formation concerning industrial and commercial trends
leading to the proliferation of black money, economic
mal-practices and tax evasion techniques. It is also res-
ponsible for gathering of intelligence regarding specific
cases of large scale evasion of all India remification.
Search dand sefzure operations ‘are normally taken by the
Director of Inspection (Inv.) and the Commissioners of
Income-tax.

The commissioners of Income:tax and the Organisation work-
ing under them also pley a vital role in .gathering of intel-
ligence and in combating tax evasion.
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Information regarding tax evasion is collected from varlous
sources, including, inter glia, from informants who furnish
information in expectation of monetary rewards. There is
a scheme for payment of rewards to such informants. In-
formation is also gathered through (a) suo motu enquiries,

(b) follow-up of the leads .available from the Departmental
records, petitions, press reports and other publications
and(c) liaison with enforcement agencies of other apart-
ments, for example, Enforcement Directorate, Revenue
Intelligence etc.

Whenever any useful information is gathered by the Directo-
rate of Inspection (Inv.), or the Directorate of
Inspection (Int.), it makes investigation into if on
its own. Wherever necessary the information is com-
municated to the assessing authorities in the field for in-
vestigation. Information collected by a Commissioner of
Income-tax/Assessing Officer which could be of use of
another Commissioners/Assessing Officers is passed on to
such officers for proper utilisation.”

63. Asked about the follow up action taken in respect of searches
and seizures, the witness stated:

“We have considered this matter in detail we are in the pro-
cess of reorganising the whole of this Directorate of Ins-
pection. When we' carry out a raid, we get the help of
100 ITOs from the Circles. At the end of the raids we
get three truckloads of books. The munshi has to come
and explain all this. Otherwise it is very difficult ro go
through all of them.

- ’ . . .

For instance, there will be seven truckloads of books of Surat.
We will take six months or so even to understand
them. After a raid on a group, the amount of paper
that comes is unwidely. Unless the man concerned is
ready to help us out, we have no other way. So we have
to acoept the position that regular inspection and investi- -

“‘gation staff will have to be sufficient so that they can do
all this follow-up by themselves. The Government has
proposals for reorganisation of all the Intelligence agen-
cies and inspection wings of Income-tax which are under
consideration.” ~

Cost of Production and Amortisation

84. The cost of production of films ‘Sholay’, ‘Kala Pathar’ and
‘Doosra Admi’ was stated to be of the order of Rs. 3.03 crores,
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Rs. 1.28 crores and Rs. 60.21 lakhs, respectively. Explaining the
vast difference in the cost of production, the Ministry of Finance
(Department of Revenue) have in a note stated as follows:

“The cost of a film depends upon various variable factors,
such as the number of top artistes and artistes in a film the
remunerations charged by them, the nature of the sets,
whether the film has been produced in cinemascope or
otherwise, quality of film used and the number of prints
taken etc. Top stars charge high remuneration for their
roles in a film. Cost of bigger sets is bound to be higher
than smaller sets, for example, in the case of ‘Sholay’, the
film was entirely shot in a remote village in Karnataka.
There was no facility available in the said village and
the producer had to incur expenditure for the construction
.of Kacha roads and transportation of men and equip-
ment. The producer had to construct sets for Haveli,
Bridges, Temples etc. in that village, This factor is also
responsible for the high cost of this film. Department also
look into the cost of film show and varifies the same at the

.

time of assessment of producer. No fixed norms can be

prescribed to judge the reasonableness of the cost of a
film because the number of variables on which the cost
depends is very large.”

65. In the case of the film ‘Sholay’ interest of Rs. 31.49 lakhs
was paid, according to the information furnished to the Committee.
In response to a question, it was stated by the Government that the
tax was duly deducted at source by the producer while making pay-
ment of interest to the financiers but the producer did not furnish
a statement to the Department showing the particulars of interest
paid. :

66. The expenses stated to have been incurred by the Film Pro-
ducers on the films ‘Sholay’, ‘Kala Pathar’ and ‘Doosra Admi’ are
shown at Appendices I and II.

67. In reply to another question it was stated by the Ministry of
Finance that the Wealth-tax returns of the artistes were always
verified to ensure that the total annuity incomes had been returned
by them and assessed for Wealth-tax.

68. In reply to a question by the Committee regarding non-
furnishing of picture-wise details of income .received, it was stated
by the Government that Assessing Officers are expected to call
for details of remuneration received by film artistes in respect of
each film for which they received remuneration during the relevant
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year. It was further stated that in cases of suspected evasion the
ITO would also cross-check the information given by the film
artiste with reference to the particulars given in the statement in
form No. 52-A or where such statement was not filed by making
a reference on this point to the film producer.

68. In regard to another question relating to scrutiny by the
Internal Audit or by the Imspecting Assistant Commissioner in his
administrative inspections, it was stated by the Government that
the Internal Audit does not look into this aspect of work by the
assessing officers and that the IJAC would comment on this aspect
of the work, particularly in cases of suspected evasion. Govern-
ment also observed that no case of any serious lapse on this
account has, been noticed or commented upon by the IAC Film
Range, Bombay.

70. In regard to unexplained investments, unexplained money,
“unexplained expenditure and amount borrowed or repaid on hundies,
the law lays down that the amount involved should be treated
as income and brought to tax as relating to the financial year in
which the detection is made. In reply to a question by the Com-
mittee as to whether the Ministry have considered insertion of a
similar provision in regard to the concealed income arising out of
searches and .seizures operations so that the revenue defaulted
could be taken to the exchequer quickly and also the assessing
officers and the assessees spared of the labour involved in reopen-
ing the past completed assessments, the Ministry stated that the
provisions contained in Sections 69A, 69B, 69C and 69D of the Income-
tax Act, 1961 already took care of such eventuality because the con-
cealed income detected out of searches and seizures could not take
any form other than the form described in the aforesaid Sections.

71. The Study Group appointed by the Board at the instance of
the Committee made the following observations:

“In the matter of unearthing of black money in the case of
film artistes, the Department has to work against heavy
odds and the degree of proof required of the.department
by appellate authorities is almost impossible of achieve-
ment. Raids in the case of film stars have also not succeed-
ed in unearthing sizeable quantum of unaccounted cash
or assets.”

72. In reply to a question as to how the Ministry propose to
surmount the difficulties expressed by the Study Group in bringing
out the black money, the Ministry stated as under: '

“Ome of the important and essential functions of the Income-
tax Department is to check tax evasion effectivély. In
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the Income-tax Departmenht the tesk of comibéting tax
evasion is hendled by several agencies whieh function
under senior and experienced officers of the Department.
The Directorate of Inspectizu (Inv.), the Directorate of
Inspection (Int.) and the Commissioners of Income-tax
and the organisation working under them play a vital’
role in this direction. The Government have also created
a post of the Director General (Investigation) in the
Income-tax Department with a view to making it more
effective in the task of checking tax evasion. The cases
of persons connected with the Film Industry are treated
at par with the cases of other persons who are suspected
of evading taxes. However, in bigger charges film
circles have been constituted for dealing with the assess-
ment work in cases of film personalities.”

73. Asked about the basis on which the amortisation was allowed
on the cost of production of film ‘Sholay’, the Ministry of Finance
(Deptt. of Revenue) stated:

“Amortisation was allowed on the basis of the recc’)Very‘ of

the first three years after the release of the film.”

Asstt. Year *  Collection Percontage Amortisation
1976-717 1,54,36,369 460.2% 1,31,34,218
1977-78 1,07,60,838 32.08% 91,55,709
1978-79 73,47,315 21.90% 62,50,312

“Total 3,35,44,522 100.00% 2,85,40,239

The Ministry further stated:

“The cost of the film amount to Rs. 3.03 crores includes '

Rs. 59.20 lakhs being the cost of the prints and Rs. 12.92
lakhs being the cost of publicity. Since these expenses
were incurred before the release of the picture, they were
not ineluded in the cost of production for the purpose
of allowing amortisation in respect of the film. It may
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be added that the amortisation was allowed on an amount
of Rs. 2,8540,239/- whih was worked out as under:

Cost shown , . e . . . Rs. 3,02,92,771
Less :
Taterest relaung to cost reahuuon ponod mcluded
in the above cost . . Rs. 15,52,531
Bxpenditure disallowed . R:. 2,00,000
Rs. 17,52,531
Balance . . Rs.  2,85,40,240°

74. Asked to offer their comments on the observations made by
the Audit in respect of two films whose cost of production was
Rs. 1.28 crores and Rs. 60.21 lakhs, respectively, the Ministry of
Finance (Deptt. of Revenue) intimated as follows:

“Regarding the picture whose cost of production was Rs, 1.28
crores, the same (Kala Pathar) was released in assess-
ment year 1980-81. The entire cost was allowed (except
for some minor disallowances) in the same assessment
year, since as per assessment order the picture was re-
leased in all the territories. According to C&AG’s Report
amortisation was allowed at 17 per cent and 8 per cent
even though the exhibition rights were sold only for a
part of the territory namely, Bengal and East Punjab.
These two territories figure under the categories of terri-
tories C&D of Rule 9A. From the relevant agreement, it
is seen the picture was sold to distributors for exhibition
in the Bengal Territory as known in film trade comprising
of West Bengal, Bihar, Assam, Orissa, Nepal, Bhutan,
Sikkim, Burma, Andaman and Nicobar Islands and Bangla-
desh. All these will cover up all the places mentioned
in the territory C of Rule 9A. From another agreement,
it is seen that the picture was distributed for exhibition
in territory of East Punjab Circuit as known in the Film
Trade. The assessee has subsequently clarified in a letter
that Bengal territory as per film Trade corresponds to
all the territories ‘C’ as per table attached to Rule 9A and
comprises of the Stateg of Assam, Nicobar Islands, Sikkim,
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Bihar, Manipur, Meghalaya, Nagaland, Tripura, West"
Bengal and similarly East Punjab territory as per film
trade corresponds to Yerritory ‘D’ of Table to Rule 94,
and comprises of States of Haryana, F'imachal Pradesn,,
J&K, Punjab and Chandigarh. In view of this amortisa-
tion of 17 per cent and 8 per cent was correctly allowed
in respect of these two territories in the assessment.

Regarding the picture whose cost of production was Rs 60.21"
lakhs, the same (Doosra Admi) was released in assess-
ment year 1979-80. The entire cost has been allowed in
the same year since as per assessment order. the picture
‘was sold on M.G. outright and commission basis in all the
territories and more than 6 territories in overseas territory.
According to C&AG’s Report, the picture was released in
part of the territory namely Bombay, yet full amorti-
sation at 17 per cent was allowed. From the rele-
vant agreement in the assessment records, it is seen that
the picture was sold to distributors for the entire territory
of Bombay as known in the film trade which as per agree-
ment would .include Maharashtra, Gujarat, four districts
of Kamataka, Goa, Diu, Daman and Bombay City and
suburbs, The places mentioned correspopd\to all the
places mentioned under territory A of Rule 9A. Assessee
has also subsequently clarified that Bombay Circuit as per
film trade would include all the areas mentioned in
territory ‘A’ of Table to 9A. Hence full amortisation at
the.rate of 17 per cent was rightly allowed in the assess-
ment in respect of the said territory.”

75. The Audit para points out that the Department has no system
to watch whether income from sale of distribution right of old films
like ‘Phool Aur Pathar’, ‘Ek Phool Do Mali’, ‘Roti Kapada Aur
Makaan’ ‘Talash’ and Gumnam’ was returned and charged.to tax
and that the value of rights of such old pictures is also neither
returnerl by the producers nor assessed by the Department for the
purposes of levy of Wealth tax. The Ministry of Finance (Depart-
ment of Revenue) on being asked to offer their comments on the
audit observation, have intimated:

“The old films when they revert back to the producer after
the expiry of the initially stipulated period of agreement
are either sold for a further fixed period of the distri-
butors or they are exhibited by the producers themselves.
Either way the receipts constitute income to the hands of
the producers concerned e.g. Shri O, P. Ralhan, Prop. of
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M/s. Ralhaa Productions had declared' the following
realisations in respect of ‘Phool Aup Pathar’ and ‘Talash’
and Shri N. N. Sippy, Prep. of Prithvi Pleture’ in respect
of ‘Gumnam’® ag under:

Asstt, Year Phool Aur Pathar Talash Gumnam
197617 3,50,540 62,873 1,22,034
1977-718 4,32;102 67,530 3,05,401
1978-79 6,22,539 19,595 2,40,884
-19M-80 . Assesst. completed 1,46,283
u/s 144 Details
not filed.
ned u/s 146
"1980-81 10.97,190- 3,065,612 1,25,290
_ 1981-82 3.95,371 2,32,198 Not on record,
Ag regards value of re-versiomary rights of the old picture

being taxed as-an asset under the W.T. Act in the hands
of producers, an attempt has been made to assess the
same in the case of Deluxe Pictures Group and Gulshan
Rai but the Department’s stand has not been upheld by
the Appellate Authorities.

There is an in-built mechanism in the assessment procedure

itself through which it can be ascertained whether receipts
from old films have been shown by the producers or distri-
butors. Once a producer or a distributor shows income
from a movie; in subsequent years enquiries are invaria-
bly made to ascertain if there are any receipts from that
movie. Since the prints or the movie form stock-in-trade
of the producers/distributors, the ITO makes enquiries:
regarding utilisation of the prints during the year. In
addition to this, various Trade Journals are supplied to
the ITOs in Film Circles like “Trade Guide” and “Film
Information” to enable them to be aware of the films re--
leased includihg reissue of old prints. Moreover, ITOs
in these circles are also supplied popular film magazines
to supplement the information.”

76. The Public Accounts Committee (Seventh Lok Sabha) recom-
‘mended in para 1.63 of their Ninety-first Report as follows:

“The Committee find that the growing tendency to funnel

large amounts of unaccounted money into star studded
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films; many of which continue to be exploited for several
years not only in India but abread also, call for-a review
of the scheme of amortization laid out n Rulés 9A and
9B of the Iricome-tax Rules so as to (evise ways and
means to curb this evil and to enure thiit the interests of
revenue are adequately protected. The Committee there-
fore desire that a Study Group consisting: among others,
of expérts in taxation, accountancy and audit and eminent
non-officials having intimate knowledge of the operations of
the film industry, may be set up to make an in-depth study

of the whole question and its findings reported to the
Committee.”

71, The Ministry of Finance (Deptt. of Revenue) informed the
‘Committee that “it has been degided that the study may be entrust-
ed to a Group of Senior Officials of the Department only and this
group may invite and hear the views of some of the professionals,
.associated with the film industry.”

' 78. During evidence, on an enquiry as to why a departure from
‘the recommendation was made by appointing a group of officials of
the Department to make a study, the representative of the Ministry
.ot Finance (Department of Revenue) stated:

“It you go into the purpose of the Committee, it was not a-
Commission of Inquiry. It was not having various wide
type of terms of reference. It was to judge the rule of
amortisation under Rule 9A or B. The second idea
was whether the new methods have been found for fun-
nelling black money into the film industry and the rela-
tionship between the two. The whole purpose of this
Committee is distinct from the Commissions of Inquiry.”

79. Subsequently, in a note, the Ministry of Finance (Depart-
ament of Revenue) explained the difficulties faced by them in
sppointing the Study Group as recommended by the Committee as
ander:

“This was not done on account of administrative constraints
and difficulties which the Department could have come
acrogs in the payments of fees and reimbursement in the
expenses of non-official members. The Department also
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considered the problem which it could face in the arrange- -
Mment and conduct of meetings and discussions as well as.
in the provisions of secretarial assistance for the Study:
Group. It may be emphasised that the views of the con-
oernec! persons, namely, that of tax experts and repre-
sentatives of industry were invited and duly considered
by the Study Group.”

80. 1he Study Group set up by the Central Board of Direct Taxes.
hag made the following main recommendations: —

@)

()

Since the amortisation Rules were framed in 1976, the
pattern of exhibition of Feature Film as also the condi-
tions in the country have changed considerably and the-
market potential of various territories have also altered,
with the result that the Rules do not cater to the changed
conditions. After considering the changes in the pattern
of exploitation, with a view to ensure uniformity as also
by way of laying down a formula that will not require
frequent alterations, the rules of amortisation should be
changed so as to prescribe that in respect of both regio--
nal and non-regional films, full amortisation of the cost
should be allowed if the picture is released atleast 180
days before the end of the accounting year and in case,
the picture is released at any time within 180 days before
the end of the accounting year, amortisation should be-
allowed upto the actual realisation during the year and
the balance cost should be allowed to be amortised in
the next following year.

The Rule 9B should be suitably amended and more parti-
cularly the definition of “cost of acquisition” so as to
include sub-distributors also along with distributors.

(iii) The provision of section 285 and section 272A (2) of the

(iv)

Income Tax Act 1961 should be strictly enforced. The
penaltyy for mon-filing of the statement required under
the above provision of the Act should be increased to
Rs. 100 per day of default. The words “as employee or
otherwise” appearing at the end of section 285B should be
deleted.

There should be a provision compelling the producers to
file an abstract of cost of production before the film is
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allowed to be taken up before the Board of Film Certi-
fication.

(v) The producers of feature films should also, over and above
the regular books of accounts maintained by them, main-
tain the following registers/documents:

(a) stock register of raw film
(b). script book

zc) time-table or shooting schedule

(d) film editors report

(e) laboratory register

(f) call sheets

(g) statement, if any, given by the controller of production

(h) daily, weekly and monthly collection statements receiv-
ed from exhibitors and distributors.

(vi) There should be an arrangement for compulsory regis--
tration of all agreements, arrangements, contracts etc..
between the film producers and artistes, film producers and
distributors, distributors and sub-distributors etc. with
the Department within 30 days of their being entered into.
The present section 285A should be extended so as to
provide for this registration of agreement with the
Department. O

81. The Ministry of Finance (Department of Revenue) have accept-
<ed all the recommendations except that at (vi) above. A Notifica-
tion was issued on 31 March, 1986 giving effect to the recommenda-
tions of the Study Group appearing at (i) and (ii) above, amend-
ing rule 9A and 9B of the Income Tax Rules, 1962, Asked to explain
the reasons why the Ministry have not accepted that recommenda-
tion at (vi) above, the representative of the Ministry of Finance
stated:

“There will be no reason why this provision should apply only
to film circle. Whenever there is a big industry which
involved a number of arrangements, then we will have
to ask for copies of documents of all of them.”
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83. As regards the demand pending recovery from Shri Jitendra,
the Commissioner of Income Tax, Bombay City III stated during
«evidence as follows:—

“The arrear position till date in the case of Shri Jitendra is
like this. For the assessment year 1977-78 only a sum
of about Rs. 82,000 is pending recovery which represents
penal interest. He has applied to the Inspecting Assist-
ant Commissioner for waiver of the interest. - For 1979-80,
a demand of about Rs, 98,000 has been pending which again
is for penal interest. He says that his case is covered by
settlement and therefore, he should not be charged for
any levy of penal interest. The matter is pending with
the Board. For 1981-82, there is a demand of about
Rs. 17.36 lakhs which is in dispute before the Tribunal.
For 1982-83, the amount due from him is Rs. 6,70,000
which ig in dispute in the first appeal. The Inspecting
Assistant Commissioner has granted him time for payment
till December 1985 or till the appeal comes up before the
Commissioner (Appeals), whichever is earlier. There is
no arrear of wealth tax and no arrear of gift tax.”

84. Asked about the penal provision of the Income Tax Act, 1961
applicable to the cases of submission of false returns, the Secretary
(Revenue) stated:

“There is a provision for penalty. In respect of Jitendra the
penalty for concealment under Section 271(1) (c) .is
Rs. 3,43,867 and penalty for statement under Section
273(1) (b) is Rs. 54,409 for the year 1979-80.”

85, In the case of Shri Jitendra Kapoor, the Ministry of Finance
«{Deptt. of Revenue) have intimated as under:

“In this case no search operation was conducted by the
Income-tax Department, There was, however, a search
by the Enforcement Directorate. A diary seized by the
Enforcement Directorate was requisitioned by the Income-
tax Department under Section 132A of the Income-tax
Act, 1961 on the 8th September, 1980. On the 1st May,
1982, the assessee submitted an application under Section
273A of the Income-tax and offered an amount of Rs. 10
lakhs for taxation in one or more than one year. After
a careful consideration of the facts and the circumstances
of the case the amount of addition was determined at
Rs. 20 lakhs to which the assessee agreed It was decided
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to assess the extra income in the following years as

follows: —
Assessment year Amount of addition
Rs.

1970-71 . . . . . . . . 3,40,000
1971-72 . . . . . . . . 2,19,000
1978-79 . . . . . . . . 4,02,000
1979-80 . . . . . . . . 4,96,000
1980-81 . . . . . . . . 5,43,000

20,00,000

The information regarding tax effect and tax paid is given
below:

Assessment Year Tax effect Tax paid
1970-71 . . . . 2,42,055 2,42,055
1971-72 . . . . 1,62,965 1,62,965
1978-79 . . . 2,53,460 Fresh Assessment pending
1979-80 . . . . 3,39,867 3,26,200
1980-81 . . . . 3,70,960 3,00,000¢¢

86. During evidence, the Committee invited the attention of the
Tepresentative of the Ministry to the variation in the figures given
in the audit para and those given by the Ministry in their note.
‘The audit para showed that the assessee made addition of
Rs. 24,85,000 to the returned income for the assessment year 1979-80
whereas the information furnished by the Ministry indicated that
only Rs. 496,000 was added. The Committee desired the witness
to clarify the position.

87. The Commissioner of Income Tax, Bombay City III inform-
®d the Committee as follows:

“T find from the papers that have been shown to me here that
the Commissioner had wrongly reported the figures and

3019 I.S—4.
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the Revenue Audit based those observations on that Re-
port.”

* - * *

“The Commissioner had said that his figures are not correct.
Rs. 28,85,000 was the amount of an addition made by
:the Income Tax Oﬂicgr which was set aside in appeal.”

85. He further added that the Board (CBDT) had given a clari-
fication to the Revenue Audit in their letter dated 24-4-1984. The:
clarifications given by the Central Board of Direct Taxes to the
Audit is as follows:

- “As per para No. 3.26.14(1) of C&AG’s Report for 1982-83, it
was mentioned that Shri Jitendra Kapoor offered
Rs. 24,85,000/- to be taxed in Assessment year 1978-80.
This statement is incorrect. In fact the assessing officer
had added Rs. 24.85 lakhs to the returned income of the
assessee on the basis of inferences drawn by him from
the entries in the diary seized by the enforcement Direc-
torate. In first appeal, the CIT (Appeal) set aside the

" addition and restored the matter to assessing officer.
However, in the appeal for A.Y. 1978-79 while setling
aside the assessment the CIT(A) had held that the infer-
ence drawn and the conclusions reached by the assessing
officer from the entries of the diary were not reasonable
or legal. Meanwhxle the assessee filed an application
under section 273A on 1-5-1982 offermg -aggregate
amounts of Rs. 10,00,000/- in one more year. The amount
finally determined by CIT was Rs. 20,00,000/- to be taxed
in 5 assessment years. However, this settlement has been
rejected by the CIT who was holding city Charge-III, in
March 1985. The total income finally assessed &s per
order giving effect to CIT(A)’s order is Rs. §:60,361/-
This includes the sum of Rs. 4,96,000/- as per original
settlement under Section 273A.

Assessment for assessment year 1980-81 has been set aside:
by the CIT, Bombay City-III, Bombay in March, 1985.”

39. In the case of Miss Rekha Ganeshan, the Ministry of Finance
‘(Deptt. of Revenue) have stated:

“Miss Rekha Ganeshan, a film artist had filed an application-
for settlement on the 8th July, 1983 in respect of, the
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Income-tax cases for the assessment years 1980-81,
1981-82, 1982-83 and 1983-84 and the wealth-tax cases for
the assessment years 1978-79, 1978-80, 1980-81, 1981-82,
1982-83 and 1983-84. Settlement petitions in respect of
Income-tax cases for the assessment years 1978-79 and
1979-80 were filed on the 24th September, 1984. The
amounts offered are as follows:

—

Assessment year mg:t::g:x:d fr\lmvgeu:ltﬂimvd
ass_esm;s assesmts
1978-79 . . 2,55,000 4,65,000
1979-80 . 1,85,000 6,15,000
1980-81 . . . 1,65,000 7,70,000
1981-82 . . 3,05,000 10,50,000
1982-83 . . . 7,15,000 17,50,000
1983-84 . . . . 5,05,000 22,55,000

-Applications in respect of the Income-tax assessments for
the assessment years 1980-81 and 1982-83 have been re-
jected by the Settlement Commission. The Settlement
Commission has also rejected the application in respect
of Wealth-tax assessments for the assessment years
1978-79 and 1982-83.”

80. The Ministry of Finance (Deptt. of Revenue) have furnished
further information in respect of Miss Rekha Ganeshan as follows:

“Assessment years relevant to the search are 1980-81, 1981-f2,
1982-83 and 1983-84. In respect of , assessment years
1981-82 and 1983-84, the Settlement Commission had ad-
mitted assessee’s applications for settlement. In respect
of assessment year 1980-81, assessment was completed on
16-3-1983 but the same has been set aside by CIT (Appeal)
on 19-1-1984. Shri T. S. Ganeshan Ex-Secrefary of Miss
Rekha Ganeshan has to be cross examined in respect of
two diaries, who unfortunately has gone completcly
blind. Assessment for assessment year 1982-83 has been
completed on 26-3-1985 and the assessee has filed appeal
before CIT (Appeal), Bombay.”
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91, The Ministry have also furnished information about some
other persons connected with the Film Indus'ry who had also
filed settlement petitions before Settlement Commission. The in-
formation is as follows:

(1) PRAKASH MEHRA GROUP OF CASES

1. S/Shri S.P. Chaudhary ‘4 . Wealth-tax 1974-75 to 1983-84
Income-tax 1974-75 to 1983-84

2. Prakash Mehra . . Wealth-tax ' 1979-80 to 1983-84
Income-tax 1975-76 to 1983-84

3. Neera Mehra . Income-tax 1976-77 to 1983-84
Wealth-tax 1977-78 to 1983-84

4, Sumit Films . . . Incomsz-tax 1979-80 to 1983-84
5. Prakash Mehra Combines . Incomo-tax 1975-76 to 1978-79
1981-82 to 1983-84

6. Pratap Mehra . Income-tax 1976-77, 1979-80,
1981-82 to 1983-84

Wealth-tax 1979-80 to 1983-84

According to the Ministry, assessments have been completed
except in the case of Shri S. P. Chaudhary for assessment year
1983-84 for which application has been admitted by the Settlement
Commission.

. e
s

(2) SHRI O. P, RALHAN

(1) Date of filing of settlement petition before tho
Settlement Commission  « . . . October, 1980

7] ls);tte on which application was admtttod by tho

lement Comm'ssion . 18-4-1981
(3) Ambunt offered by the assessoe - A.Y. 1970-71 Amount
Rs. 2,50,000/-
(4) Tax involved with reforence to (3) above . . Rs. 1,70,000
(Approx.)

The Ministry have also informed as follows:

“OUnexplained cash credits were earlier included in the
assessment for the assessment year 1970-71. This assess-
ment was set aside by A.A.C. Now the Settlement Com-
mission has decided the case for assessment year 1970-71
on 31-7-1985. Assessments for the assessment years

1867-68 to 1969-70 have been reopened to tax the cash
credits.”
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(3) SHRI SATRAM ROHRA

-—

Asstt. Year Date of filing Income Tax Tax

$ of application offered payable (Rs.) paid (Rs.)
1976-77 . .. 2461977  Rs. 8 laks 592,559 6,72,000 ,
1977-78 . . 19-5-1978 Rs. 13 lakhs  8,35,120
1978-79 . 19-5-1978 Rs. 4 lakhs 2,52,080

Rs. 25 lakhs  16,79,759

All the assessments relevant to search i.e: assessment Yyears
1976-T7, 1977-78 and 1978-79 are before the Settlement Commission
for which assessee’s application hag been admitted.

92. As regards the cases referred for compulsory audit, the
Ministry of Finance informed that one case of Film Producer in
the Film Circle, Bombay had been so referred and while the audit
was in process, the aseessee furnished a revised return declaring
an additional income of Rs, 9,00,000/-

93. Sections 276C (1) and 277 of the Income Tax Act 1961 read
as follcws:

“276C (1) If a person wilfully attempts in any manner what-
soever to evade any tax, penalty or interest chargeable
or imposable under this Act, he shall, without prejudice
to any penalty tBat may be imposable on him under any
other provision of this Act, be punishable—

(i) in a case where the amount sought to be evaded
exceeds one hundred thousand rupees, with rigorous
imprisonment for a term which shall not be less than
six months but which may extend to seven years and
with fine;

(il) in any other case, with rigorous imprisonment for a
term which shall not be less than three months but
which may extend to three years and with fine.”

“277. If a person makes statement in any verification under
this Act or under any rule made thereunder, or delivers
an account or statement which is false, and which he
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either knows or believes to be false, or does not believe
to be true, he shall be punishable:

(i) in a case where the amount of tax, which would have
been evaded if the statement of account had been
accepted as true, exceeds one hundred thousand rupees,
with rigorous imprisonment for a term which shall
not be less than six months but which may extend to
seven years and with fine;

{ii) in any other case, with rigorous imprisonment for a
term which shall not be less than three months bhut
which may extend to three years and with fine.”

94 The Committee desired to know the details of the prosecution
complsints filed against the film stars under Section 276C of the
Incime Tax during the last four years. The Ministry of Finance in
a note informed the Committee as under:

“Proéécutxon’ complaints have been filed against film stars
Shri Dharmender Singh Deol, Smt. Hema Malini and Shri
Rajesh Khanna. The details are given as under:—

SHRI DHARMENDER SINGH DEOL.—The film actor
Shri Dharmender Singh Deol had received an amount
of $5,000 from Shri Tapan Guha, a film producer,
during the course of the shooting of the film ‘Aatank’
in Japan. The assessee, did not disclose this income of
approximately Rs. 45,000/- in his return of income for
the asstt. year 1981-82. This fact came to light during
the course of search and seizure operationg carried out
in August, 1982. For the failure on the part of the
assessee to disclose this income, a complaint has been
filed against the assessee under section 276-C(l) and
277 (ii) .

SMT. HEMA MALINI: The film actress Smt.. Hema Malini
had received $ 3,500 from Shri Tapan Guha, a film pro-
ducer, during the course of the shooting of the film
‘Aatank’ in Japan. The assessee, did not disclose this
income of Rs. 31,500/- in her return of income for assess-
ment year 1981-82. This fact came to light during the
course of the search and seizure operations carried out
in August 1982. In addition to the failire of the
assessee had credited her bank A/c maintained ‘at
Madras, with a sum of Rs. 19,53,000/-. During tae
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course of investigtion the assessee could not estabiish
the source of the funds afid gaveé explahtions which
were not supported with definite and reliable evidence.
The assessee had just claimed that her bank account
was misused allegedly by Mr. Girdharilal Lalchand. In
order to find out the correctness of the assessee’s state-
ment, investigations were conducted at Madtas which
further showed that the assessee’s explanatmns were
not correct. Thus, the total amount of income in res-
pect of which the assessee attempted to evade income-
tax and with reference to which the false varification
was made in the return of income came to
Rs. 18,85,500/-. Accordingly, the Department has filed
complaints against the assessee under section 276-C (1)
and 271 ().

SHRI RAJESH KHANNA: The film actor Shri Rajesh
Khanna has been chargésheéted undér section 276C
and 277 of the Income-tax Act for assessment years
1976-77, 1977-78 and 1979-80. Similar proceedings U/s
35A and 35D of the Wealth-tax Act, have been launch-
ed in the same case for assessment years 1876-77 to
1981-82. A complaint regarding offence under IT Act
was filed before the Metropolitan Magistrate, 28th
Court, Bombay on 30-3-1983 (case No. 172 to 174[S!83
dated 30-3-1983). The gist of the complaint was that
Shri Rajesh Khanna had failed to declare the source
of investment in M/s Ashirwad Mini Theatre by non-
declaration of Income and investment ther@in.”

95. The audit para states that the assessees falling in high income
groups return disproportionately low income and avoid payament of
advance and self assessment taxes and when after strenuous deli-
beraticns real incomes are determined and heavy demands of tax
are raised they come up with settlement petitions. The Ministry
have intimated the following particulars of cases 'of mcome-tax
and wealth-tax pending before the settlement commlssmn as on
31st March, 1985

Income-tax Wealth tax Total

1718 647 2365
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This includes applications which have already been admitted and
which are pending for admission.

Year wis-o analysis 1T ) WT  Total
G) Pending over § years e 287 174 461
() Pcnding fo'r more tbal.: 3 ye?rs b\ft less-!han. 289 87 © 376
(iii) Pom: fo.r more than 1 year but less than . 768 261 1029
(iv) Pending upto 1 year . . 374 125 499
1718 | 647 2365

96. The statement given below gives information regarding the
number of cases in which proper statement of facts had not been
filed by the assessees upto the 31 March, 1985, number of cases in
which Commissioner’s report under section 245D (1) of the Income-
tax Act, 1961/22D(1) of the Wealth-tax Act, 1957 had not been
furnished upto that date and the number of cases in which the
Commissioners’ report on the statement of facts had not been
received by the Settlement Commission upto the 31st March,
1685; —

Analysis ' No.of No.of No.of No.of
cases casesin casesin  casesin
pending which which which

as on proper commissi- comissi-
31-3-85  statement onerre- onerre-
of facts  port under port on
havenot sec.245D statemeny:
boen filed (1) of IT  of facts
by appli- Act,61/22 have not
cant upto D(l) o been
Act. recd.

31-3-1985 WT A
recd. upto mss.
31-3.85
(i) Cases pending for over 5 years. . . 461 41 86
Pondingformorothan 3 years butless
@ .. 376 21 1 62
Qi) Pendin.formomthn 1 yr bntlon
than 3 yrs. . 1029 182 3 186
(iv) Pendinguptolyr. . . . 199 19 81 12

TOTAL : 2365 263 85 34

- — —
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97. During evidence, the Comsmittee enquired about the working-
of the Settlement Commission. The Settlement Commissioner ex-
plained as follows:

“The Settlement Commission is a quasi-judicial body func-
tioning within the Department of Revenue. It consists
of a Chairman and two members only. This Settlement
Commission was constituted in 1976 on the basis of a
recommendation made by the Wanchoo Committee. Now,
any income-tax payer can at any stage of his case tile
an application with the Settlement Commission to get
his case settled. The application is filed in a prescribed
form. In the prescribed form he has to give many
particulars. Full particulars such as the income which.
he has concealed, the manner in which he has concealed
that income and the tax payable on that income. If the
additional income-tax that is payable, on the basis of the
settlement application exceeds Rs. 50,000, then only the
application lies with the Settlement Commission, Now,
after this application is received, we send a copy of this
application to the Commissioner of Income-tax. We do
not send the particulars regarding income concealed by
him which are in the form of Annexure. Now, the Com-
missioner of Income-tax can raise an objection that the
Department has already established concealment of
particulars of income in a particular case or the conceal-
ment of particulars of income is likely to be established.
He can also raise objection on this ground that perpetra-
tion of fraud with a view to avoiding income-tax has -
been established or likely to be established. Once the
Commissioner raises that objection, then the Settlement
Commission gives a hearing to the petitioner and if the
Settlement Commission is satisfied that the objection of
the Commissioner is not well-founded, they can admit
the application. Otherwise the application is accepted
by the Settlement Commission, we send to the Commis-
sioner the Annexures given by the assessee which show
how much income he has concealed and the manner in
which he has concealed the same. Then it is sent to

the Commissioner of Income-tax and he gives Ris report
within three months.

!

After the Commissioner’s report is received in our office, we:
have our regional offices where our Députy Directors of
investigation examine that report and then alone ‘he;
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case becomes ripe for hearing by the Settlement Com-
mission. Now, the Settlement Commxss;on has the
power to determine the total income, the tax payable,
the penalty leviable, the interest payable by the assessee
and all other matters that may be necessary to make the
settlement eﬂecuve It has one unique power of giving
immunity to the tax-payer from prosecution for any
offence under the Income-tax Act or Wealth Tax Act or
under the IPC or even under any other Central Act, only
with reference to the case covered by the settlement.
But this immunity can be granted only on three condi-
tions. These, conditions are that +the Commission must
be satisfied that the assessee has made a complete dis-
closuré of his income, he has cooperated with the Com-
mission during the proceedings and he has also given the
manner in which the concealed income was derived by
him.

Now, there are 2365 applitations which were pending with
the Commission as on 31-3-1985. Out of this, we have 974
applicdtions which are pending for admission, There are
1391 applications which have been admitted and which
are pending for further consideration. The three mem-
bers of the Commiseéion have to sit togethér and give a
hearing and decid¢ the cdse.”

_ 98 Asked to inform the objectives achieved by the Settlement
Commission and the time limit for disposal of cases pending with
the Settlement Commission, the Ministry of Finance (Deptt. of
Revenue) stated in a note as follows:

“Uptil the 3lst March 1985, the Settlement Commission had
settled 1458 cases involving 5617 assessments. A majority
of the cases pertamed to search and seizure operations and
involved complex mvestlgatxons In the normal course,
these cases would have involved protracted litigation.
The main objective of settling complicated cases and
avoidance of protracted litigations, in such cases, can
therefore, be said to have been achieved to a great extent.

Thé Income-tax Act, 1961 and Wealth-tax Act, 1957 do not
provide for any time limit for making

ng an order of
settlement by the Settlement Commission. Considering
the fact that the Settlement Commsamn has to deal with
highly contraversial and complicated issues and has to
allow reasonable opportunities of hearing both to the
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Department as also to the assessee before making a final
order, it is not advisable to lay down a time limit for
making the final settlement orders.

It is not obligatory on the part of the assessee to pay the
sums due on the income/wealth disclosed in the petition
filed before seeking a settlement thereof. However, in
cases where the settlement application is allowed to be
proceeded with, the assessee is required to pay within 35
days of the receipt of the copy of the order under section
245D (1) of the Income-tax Act, 1961, the additional
amount of income-tax payable on the income disclosed in
the application. He is also required to furnish proof of
such payments .to the Settlement Commission. The
Wealth-tax Act, 1957 also contains similar provisions. If
the Settlement Commission is satisfied on an application
made in this behalf by the assessee that he is unable by
good and sufficient reasons to pay the additional amount
of tax within 35 days of the receipt of a copy of the order
allowing the application to be proceeded with, it may
extend the time for payment of the amount which remains
unpaid or allow payment thereof by instalments if the
assessee furnishes adequpte securities for the payment -
thereof. In all cases where the additional amount of tax
is not paid within 35 days of the receipt of the copy of
the order allowing the application to be proceeded with,
the assessee is liable to pay simple interest at the rate
15 per cent per annum on the amount remaining unpaid
from the date of the expiry of the period of 35 days
referred to above. In cases where the additional amount
of tax is not paid within the specified time or the extend-
ed time, as the case may be, the Settlement Commission,
may direct that the amount of income-tax remaining un-
paid, together with any interest payable thereon be re-
covered and any penalty for default in making payment
of such additional amount may be imposed and recovered,
fn accordance with the provisions of Chapter XVII, by
the Income-tax Officer having jurisdiction over the
assessee.”

99, With a view to achieving greater coordination and effective
‘handling, the assessments of film personalities were centralised in
special circles created at Calcatta, Bombay, Madras, Bangalore and
‘Hyderabad. The film circles at Calcutta and Bombay have bheen
functioning from 1963 and 1964, respectively and those at Madras,
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Bangalore and Hyderabad from 1982. The Public Accounts Commit-
tee had in their 91st Report (Seventh Lok Sabha) hod recommended
a critical evaluation of the usefulness and effectiveness of these cir-
cles and had reiterated in their 177th Report (Seventh Lok Sabha)
that the Ministry should indicate the precise action taken on their
recommendations. The Committee are surprised to learn that apart
from' the routine annual inspection, the Ministry have not under-
taken any review of the working of the film circles so far to judge
their efficiency and to see whether the objectives behind the creation
of these circles have been achieved, though more than 2 decades
have passed since their creation in the metropolitan cities of Calcutta
and Bombay. The Committee once again stress the urgent necd to
undertake the review of the film circles to evaluate their effective-

ness to achieve bettter coordination and to tackle the evils of un-
accounted money.

100. During cvidence, the Committee were informed that the
total 1evenue from all the circles was approximately Rs. 15 crores
per annum. According to the Report of the C & AG of India for
1984-85 on Direct Taxes, the total revenue from direct taxes were
nearly Rs. 4800 crores. The total collection of the film circles cons-
titutes nearly 0.31 per cent of the total revenue from direct taxes
during 1984-85. The Committee arc not at all satisfied with the

meagre revenue from the film industry whose turn over in India is
fairly high,

101. The method of working out the amount of amortisation i.c.
gradual writing off of expenses to be allowed in respect of the cost
of production of feature film in the hands of the film producers is
given in Rule 9A and that in respect of the cost of distribution rights
acquired by the distributors is detailed in Rule 9B of the Income-tax
Rules, 1962. With a view to curbing the growing tendency of fan-
nelling of large amounts of unaccounted money into the star studded
films and to ensuring that the interests of revenue were adequately
protected, the Committee had in paragraph 1.68 of their 91st Report
(Seventh Lok Sabha) recommended a review of Rules 9A and 9B
by a Study Group consisting, among others, of experts in taxation
accountancy and audit and eminent non-officials having intimate
knowledge of operation of film industry. Obviously, the Committee
intended to keep the study independent of official thinking. But
contrary to the wishes of the Committee the Ministry entrusted the
matter to a study group consisting of departmental officials only.
The argument of the Ministry that thel association of non-officials was
fraught with administrative difficulties relating to payment of fees
etc. is not at all tenable. That apart, the Ministry did not even in-
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form the Committee before appointing the study group, of the
reasons why they deviated from the recommendation. In paragraph
1.12 of their 177th Report (7th Lok Sabha), the Committee had fur-
ther recommended inter alia that the study group must be directed
to consult the experts in accounting, audit, besides non-officials hav-
ing intimate knowledge of film industry, before finalising the report.
The Committee, however, do not find any evidence of the Study
Group having consulted any experts as desired. The Committee
cannot but regret the apathetic attitude of the Ministry to their

recommendations and would recommend that responsibility for this
lapse should be fixed.

102. Since the/ Ministry of Finance have already considered and
taken decision on the recommendations made by the Study Group,
the Committee would like to be apprised of the precise action taken
on each recommendation of that Study Group.

103. Under section 285B introduced by the Taxation Laws
Amendmend Act, 1975, with effect from 1-4-1976, every person carry-
ing on production of cinematograph film, is required to furnish a
statement in form No. 52-A giving particulars of all payments of over
Rs, 5000, in aggregate, made by him or due to him for each financial
year, or part of it till completion of production, within 30 days from
the end of the financial year or within 30 days from the date of
completion of production, whichever is earlier. The ohjective of this
provision is to keep a check on inflation of expenditure by film pro.
ducers. The Central Board of Direct Taxes issued instructions in
August 1976 directing all the Commissioners of Income-tax to give
widest publicity to the aforesaid provisions and to alert the officers
‘working in the film circles about the legislation. The Committee are
dismayed to find that out of 3161 statutory statements required to be
furnished by the film producers during the five years from 1979 to
1984, only 261 stateinents were actually received in the Department.
The default in the filing of statutory Statements was as high as 92
‘per cent. Penal action was taken only in 66 cases imposing a penalty
‘of Rs. 1.47 lakhs. Apparently, no action was taken against the
defaulting film producers in as many as 2834 cases for failure to
file the estimates. This clearly shows that the legislation was merely
-on the Statute book without being properly implemented. Mere in-
corporation of the provisior in the Statute book is of no use unless
and until it is enforced earnestly and objectively. The admission by
the Commissioner of Income-tax, Tamil Nadu, Madras that in the
-absence of source register the correct number of statements actually
received could not be given and that the suitable instructions had
‘heen issued to the concerned Inspecting Assistant Commissioners to
“maintain a register and record of cases of producers in order to ini-
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tiate the proceedings, is clearly mdlcatlve of the slackness on the
part of Income tax department in implementing the provinons of
law. The Committee need hardly point out that the entrustment of
responsibility to a set of officials must be specific so that they can be:
held rehponsnble and accountable if a partncular provnsnon of law is
not properly implemented.

104. Section 272A of the Income Tax Act, 1961 provides that if a
person fails to furnish the requisite statement under section 285B,
he shall be liable to pay by way of penalty a sum which may extend
to ten rupees for every day during which the failure continues. The
Study Group set up by the Ministry of Finance found the penalty
totally inadequate to act as deterrent and recommended that the
penalty for default should be increased to Rs. 100 per day of default.
The Committee are of the view that evem the penally suggested by
the Study Group will not serve the interests of revenue and will not
act as sufficient deterrent. The Com:nittee suggest the imposition
of a progressive rate of penalty to act as effective detcrrent. The
Committee hopel that the Ministry would give serious thought to the
matter and consider suitable amendment of the existing provisions.
of law with due promptitude.

105. The Audit Para has reported a case of a film ‘Kala Pathar’
in which the cost of production of the film as returned was Rs. 1.28
crores but the total payments of over Rs. 5000 made during the finan-
cial years 1979-80 to 1981-82 were only Rs. 18.29 lakhs. The per-
centage of the payments eixceeding Rs. 5000 in the aggregate to the
tatal cost works out to 15. The Ministry of Finance have stated that
the provisions of section 285B have been construed in ‘a very restric-
tive manner by some film producers to cover only employees or others
engaged to render professional service. The Study Group had also
observed that the scope of the sektion as it existed might not cover
most of the payments made by the producers, and had recommended
the deletion of words ‘as employees or otherwise’ appearing at the
end of that section. The Ministry of Finance have, however, held
the view that the provisions are quite clear and the interpretation
thereof made in certain quarters was totally incorrect. The Ministry
have, accordingly, issued clarificatory instructions to the Commis-
sioners of Income Tax to enforce these provisions strictly. The Com-
mittee, however, agree with the views of the Study Group and feel
that the existing provisions, as worded, are not free from doubts and
may lead to litigation. The Committee, therefore, recommend that.
the intention behind the legislation should be made clear and un-
ambiguous through suitable amendments.
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106. The Committee are amazed to find that there is no machinery
or source with the Department through which one could get details-
in respect of abandoned/mcomplete films. The Ministry of Informa-
tion and Broadcasting who are responsible for the administration
‘of the Cmematograph Act, are also not mamtammg any such record.
In reply to a question, the anstry of Finance (Department of
Revenue) have stated:

“None of the film artistes (numed in the Audit Para) have been
able to furnish informajion regarding the films featuring
them which have been abandoned. In view of this, details
of remuneration receivable/received in respect of such
incomplete/abandoned films are not available on record.”

Apparently, this goes to indicate that the remuneration reccived by
the cine artistes, in all probability, escaped assessment. Lack of in-
formation with the Department leaves a sufficient scope for mani.
pulation of cost of production or inflation of expenditure by the film
producers with impunity. It is. therefore, desirable for the Ministry
of Finance (Department of Revenue) to examine all the aspects of
the matter in depth and evolve some methodology, in consultation
with the Ministry of Information and Broadcasting and the State
Governments concerned, so as to ensure that income from the in-:
complete/abandoned films do not go unassessed and untaxed for lack.
of information.

107. There are no norms or guidelines prescribed for the assessing
staft to see whether the cost of a film shown by the Film Froducer
was reasonable or not. There was wide variation in the costs of
production of films ‘Sholay’ (Rs. 3.03 crores), ‘Kala Pathar’ (Rs. 1.28°
crores) and ‘Doosra Aadmi’ (Rs. 60.21 lakhs). The Ministry have ex--
pressed their inability to fix any norms to judge the reasonableness
of the cost of film because of variable factors like the number of
artistes, their remuneration, nature of sets, number of priuts etc., on
which the cost depends. Obviously, assessing officers have no means.
of verifying the correctness of expenditure on production of films
and have to rely on the cxpenditure shown in film Pro-
ducer’s record. For instance, there is a vast difference
between the cost of prints of the film ‘Sholay’ (Rs. 59.20 lakhs) on
the one hand and of the films ‘Kala Pathar' (Rs. 1.42 lakhs) and
‘Doosra Aadmi’ (Rs. 4.32 lakhs) on the other, which requires very
close scrutiny and investigation. The Committee feel that as there-
are no norms to judge the reasonableness of the cost of films, the
details of expenditure indicated by the producers should be critically
scrutinised by thel assessing officers.
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) 108. According to the information furnished by the Ministry of
Finance, the number of feature films certified for exhibition in, the
‘Bombay region during the financial years 1981-82, 1982-83 and 1983-84
was 195, 201 and 205, respectively. The number of film financiers
fecding the industry which was at one time i.e. during the year
-ending March 1982, 105, however, dropped down to incredibly low
figures of 14, 14 and 29 during years ending March 1983 1984 and
1985, respectively. The Committee feel that the sudden drop in the
number of film financiers and the sources from where the producers
-arranged their finances in the ldter years, should be thoroughly in-
vestigated and thelir findings made known to them.

109. The Committee note that 7225 income tax assessments were
pending completion at the end of March, 1985 in all the film circles.
- According to the Ministry of Finance (Department of Revenue) the
Summary Assessments Scheme has been extended in cases involving
returned income upto Rs. 1 lakh. This measure will no doubt reduce
the pendency of Income tax assessments. But considering the size-
able investment in the film industry and the considerable scope for
manipulation of cost of production leading to generation of unac-
tounted money, the Committee apprehend that extension of this
scheme to this industry would not serve the interests of revenue. Tt
would, rather, help unscrupulous asscisees who would very easily
in the absence of detailed scrutiny by the Department, get away hy
‘rcturning their income within the prescribed limit. This will defeat
‘the very purpose for which {ilm circles were created. The Commit-
‘tee feel that there is need to review the criteria for Summary As-
-sessment Scheme in such cases and recommend that some positive
‘measures be taken to ensure that there is no wunderstatement of
income. The Committee also consider it imperative that returns
filed by those connected with the film industry are criticelly analys-
ed to obviate the possibility of under-statement of income.

110. Audit Para has pointed out certain difficulties faced by the
Audit in reconciling the payments made by the film producers to
various artistes with the receipts shown in the returns of the artistes.
The reconciliation was found impracticable due to the reasons like
different accounting years of producers and artistes, different sys-
tems of accounting followed by the film producers and the artistes,
and non-furnishing of artiste-wise and picture-wise details about
the amount of remuneration or fees payable as per agreement etc.

111. The Ministry of Finance have a proposal under their consi-
deration for introducing a uniform accounting year for all the
assessdes. This would no doubt help the assessing officers of the
:Department in cross checking the income returned by assessees



Hewower, the Committee feel dhat the imtroduction of uniform ac-
romting yoar wenld net be enough im cases wheve the assessees
perticelarly in aseps like film imdusiry, foliow @ifferent acosunting
systems mamely, cash systewm (ke. twransactins on actusl besis) and
mercantile systhem (Lo. tvansactions on acruel basis), for maintain-
ing their acosumts In erder to facilitate accurate cross.verification
of vasious payments and veseipts of diffdrent assessees and to reduce
the scope of tax evasion to the minimum, #t is but imperative that afl
the assessoes adeopt the same accomnting system in -addition te follow-
ing the samd accounting year. The Cammmittee hope that the Minis-
try would give due consideration to this aspect of the msiter and
take suitable steps to amend the law in cansultation with the Minis-
try of Law. In case it is not found practicable or feasible io intro-
duce uniform accounting system, the assessees shotld be required, to
submit proforma accounts in the specified system of qccounting for
purposes of income tax assessments,

112 Kt is common knewledge that cime artisies, fSlsm pusdurors
amd other conmected with the Fibm Industry spemd lavishiy em their
bBwing, travels, entertainments and also emter inte henami imanssc-
tions to hide their income and assets. The Cammitten érust that the
Ministry will devise ways and means by strengthening theix istelii-
gence wing, for collection of information on the extravagant spend-
imgs and underhand practices resorted to by the persons suspected
to be tax evaders in the film industry.

113. The Committele alse find that the fiim personalities having
wndisclosed income come before the Settlement Commisien, with the
object of pre-empting raids on their premises. To quotel a few cases,
a film artiste filed applications for settlement em 8 July, 1988 and
24 September, 1984 in respect of assessment years 1978-79 to 1983-84
offering aggregate amounts of Rs. 21.30 lakhs and Rs. 99.65 lakhs in
Income Tax and Wealth Tax Assessments, respectively. Similarty,
amother film artiste offered an additional amount of Rs. 20 lakhs in
respect of five assessment years 1970-71, 1971-72, 1978-79, 1979-80 and
1980-81. A third film personality offered an aggregate amount of
Rs. 25 lakhs in respect of the assessment years 1976-77, 1977-78 and
1878-79. The Committee are of the view that if the inteclligence
wing of the Department is sufficiently strengthened it will have
salutary effect of preventing tax evasion in the fllm imdustry.

114. Under section 142(2A) of the Income-tax Aet. 1961 an ITO
may, with the prior approval of the Commissioner of Incame-tex,
direct an assessee to get his accounts audited by an accountsnt to
be mominated by the Commissioner of Income-tax. The Committee
In their 177th Report (Seventh Lok Sabha) had desired that the

19 LSS,
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powers of compulsory audit of accounts conferred under sectiom
142(2A) ibid be made use of in all cases where necessary. It is a
matter of regret that upto the end of March 1985, only one case of
tiim producer in Bombay was referred for compulsory audit. The
Committee find from the information furnished by the Ministry of
; inance that while the audit was in progress in the said case, the
a-sessee filed revised return declaring additional income of Rs. 9
1 'kkhs. The Committee are of definite view that afore mentioned pro.
visions, if invoked from time to time in the cases of estahlished film
producers and artistes, would go a long way in unearthing unaccounm-
:cd income.

115. The Committee find that the Settlement Commission is hard
.ressed with the workload of settlement cases pending with it. As
51 Mareh, 1985 2385 cases were pending with the Commission and
out of these 461 cases were pending for more than five years. This
does not indicate hemnlthy State of affairs so far as the working of
the Commission is concerned. There should not be any reason for
a settlement petition to remain pending for such a long time. While
thewe may be certain complicated cases which need thorough
examination, vet five years period is too long to justify any such
examination.

116. At present, the Settlement Commission is functioning with a
Chairman and two members, Considering the number of erses pend-
ing before the Settlement Commission, the Committee are of the
‘lew that more benches should be constituted for expeditous dis-
posal of pending cases.

117. The Committee are not satisfied with the prosecution of
cases filed in Courts relating to default in payment of income tax.
A review as to why there is delay in prosecution and as to why a
uumber of cases result in acquitals, is therefore called for.

New DrLrur; E. AYYAPU REDDY,

30 Februgry. 1987 Chairman,
1 Phalguna, 1908 (Saka) Public Accounts Committee.




APPBNDIX - I
(Vide para 66 of the Report)
“Statement indicating the Bzpenses incurred by the Film Producer on Pilm ‘Shelay®

(Rnpep. in lakhs)

1 Atistes . 14.44

2 Salary . . . 56

3 Camemnan 056

-4 ArtDirector . . . 035

S Make-up . . 1.49

'6 Musician 2.62

‘7 Play back singers 0-17

8 Setting . . . 2221

9 Junior Artistes M-07

“10 Travelling 5-51
11 Foreign Travel 0.04
12 Wages 23.09

13 Messing . . 29.38

14 Interest . . . . 31.4
‘15 Sound recoriling . . 0.0§
16 Lyrics . . . - 0.25
‘17 Music Director 0.0
‘18 Costume . . . 7-08
‘19 Director 10-00
"-20 Publicity . . . . 13.92
21 Hire charges . . . . . 29-47

22 Petrol & Repairs . . . .‘ 835
23 Maintenance of sots 0-04

‘24 'Cost of prints 920
25 Story 0.95

a'26 Others . . . 12- @2
Total: " 303.00




APPENDIEX,- B
(Vide para 66 of the Report)
Stetemant indicating the sxpenses ingwrred by the Film Producers of Films ‘Kala Paiher'”
and ‘Doosra Adlm"

Kala Pathar  Doosra Admi

(Rupoes in lakhs)

1 Attists . . . . . 16.48 10.46-
2 Publicity . 9.93 6.7
3 still Photo . 1.63 0-51
4 Raw Stock. 10° 74 11.95
S Music . . . . . 5.08 2-35
6 Lodging & Broarding . . . 21.80 2.42.
7 Labour . . . . 9.47 1-31
8 Story & Dialogue % 0.78
9 Technicians . . . 8.60 499
10 Dress, Costumes -& make-up . . . 290 2:18
11 Shooting fee, Property fee . . . . . 533 0.58:
12 Setting expenses for mine sequence 8-68
13 Setting & decoration . 5.96 2. 14
14 Riectricity . . . 5.05
15 Developing & Print 1:-42 432
16 Others . . . . 10- 58 9.72

127.58 60.3%
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